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$500,000,000

1 5/8% CONVERTIBLE DEBENTURES DUE 2033

Interest payable on February 1 and August 1

        We issued $500,000,000 aggregate principal amount of our 1 5/8% Convertible Debentures due 2033 in a private placement on July 30,
2003. This prospectus relates to resales of the debentures and shares of our common stock issuable upon conversion of the debentures.

        The debentures and shares of common stock may be sold from time to time by and for the account of the selling securityholders named in
this prospectus or in supplements to this prospectus. The selling securityholders may sell all or a portion of the debentures or the shares of
common stock from time to time in market transactions, in negotiated transactions or otherwise, and at prices and on terms which will be
determined by the then prevailing market price for the debentures or at negotiated prices directly or through a broker, who may act as agent or as
principal, or by a combination or such methods. See "Plan of Distribution" beginning on page 45.

        We will not receive any of the proceeds from the sale of the debentures or the shares of common stock offered by the selling
securityholders. The selling securityholders will receive all proceeds from such sale.

        Holders may convert the debentures into shares of our common stock at a conversion rate of 14.6113 shares of common stock per $1,000
principal amount of debentures (which is equal to a conversion price of approximately $68.44 per share), subject to adjustment, before the close
of business on August 1, 2033 (the final maturity date) only under the following circumstances: (1) during any conversion period if the closing
sale price of our common stock for at least 20 trading days in the 30 consecutive trading days ending on the first day of such conversion period
is more than 120% of the conversion price per share of common stock on the first day of such conversion period; (2) during the five business day
period following any five consecutive trading day period in which the average of the trading prices for a debenture is less than 98% of the
average closing sale price of our common stock multiplied by the conversion rate; (3) if the debentures have been called for redemption;
(4) upon the occurrence of specified credit ratings events with respect to our long-term senior debt (or, if the debentures have been rated, the
debentures); and (5) upon the occurrence and continuance of specified corporate transactions.

        On or after August 5, 2008, we may redeem for cash all or part of the debentures at a redemption price of 100% of the principal amount of
the debentures to be redeemed, plus accrued and unpaid interest, if any, up to the redemption date.

        Holders may require us to repurchase the debentures on August 1 of 2008, 2013, 2018, 2023 and 2028, or upon the occurrence of certain
designated events, at a repurchase price of 100% of the principal amount of the debentures, plus accrued and unpaid interest, if any, up to the
repurchase date. We may choose to pay the repurchase price in cash or our common stock or any combination of the two.

        If the average of the closing sale prices of our common stock is less than or equal to 70% of the conversion price of the debentures for any
20 out of the last 30 trading days ending on the third trading day preceding any repurchase date, then the interest rate on the debentures will be
subject to an upward adjustment to the reset rate for the subsequent six-month period. Once an upward interest adjustment is in effect for the
six-month period after a repurchase date, the upward interest adjustment will remain in effect for each subsequent six-month period until the
next repurchase date (or, in the case of an upward interest adjustment in effect for the six-month period after the August 1, 2028 repurchase date,
until maturity) if the average of the closing sale prices of our common stock is less than or equal to 70% of the conversion price of the
debentures for 20 out of the last 30 trading days ending on the third trading day preceding the February 1 or August 1, on which such six-month
period begins. If the average of the closing sale prices of our common stock is greater than 70% of the conversion price of the debentures for 20
out of the last 30 trading days ending on the third trading day preceding any February 1 or August 1, then no upward interest adjustment will be
in effect, and the interest rate on the debentures will equal the interest rate stated on this cover, for the subsequent six-month period. The
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conversion price as of any day will equal the principal amount of the debentures to be converted divided by the number of shares of common
stock issuable upon conversion of the debentures on that day. If an upward interest adjustment is in effect for a particular six-month period, we
will pay interest on the debentures at the rate per year equal to the reset rate for such period.

        Our common stock is quoted on the Nasdaq National Market under the symbol "CHIR". On January 8, 2004, the last reported sale price of
our common stock was $50.75 per share.

        For U.S. federal income tax purposes, the debentures will be subject to U.S. federal income tax rules applicable to contingent payment debt
instruments. See "Certain United States Federal Income Tax Consequences" beginning on page 34.

Investing in the securities offered by this prospectus involves risks. See "Risk Factors" beginning on page 7.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is January 9, 2004
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WHERE YOU CAN FIND MORE INFORMATION

        We file annual, quarterly and current reports, proxy statements and other information with the Securities and Exchange Commission, or
SEC, under the Securities Exchange Act of 1934, as amended, or Exchange Act. You may read and copy this information at the SEC's Public
Reference Room, 450 Fifth Street, N.W., Room 1024, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information
on the Public Reference Room.

        You may also obtain copies of this information by mail from the Public Reference Section of the SEC at the above address, at prescribed
rates.

        The SEC also maintains a web site that contains reports, proxy statements and other information about issuers, like us, who file
electronically with the SEC. The address of that site is www.sec.gov.

        You can also inspect reports, proxy statements and other information about us at the offices of the Nasdaq National Market, 1735 K
Street, N.W., Washington, D.C. 20006.
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        You can also obtain access to our reports and proxy statements, free of charge, on our website at www.chiron.com as soon as reasonably
practicable after such filings are electronically filed with the SEC.

        We are "incorporating by reference" into this prospectus certain information we file with the SEC, which means that we are disclosing
important information to you by referring you to those documents. The information incorporated by reference is deemed to be part of this
prospectus, except for any information modified or superseded by information contained directly in this prospectus. This prospectus incorporates
by reference the documents set forth below that we have previously filed with the SEC. These documents contain important information about us
and our finances.

Chiron SEC Filings (File No. 0-12798) Period or Date
Annual Report on Form 10-K Fiscal year ended December 31, 2002
Quarterly Reports on Form 10-Q Quarterly periods ended March 31, June 30, and

September 30, 2003
Current Reports on Form 8-K Filed on February 11, 2003, March 20, 2003, May 19,

2003, July 8, 2003, July 23, 2003 as amended on
September 22, 2003, July 28, 2003, September 15, 2003
and September 23, 2003

        All documents we file with the SEC pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act from the date of this prospectus to
the end of the offering of the debentures under this document will also be deemed to be incorporated herein by reference. Any statement that is
modified or superseded will not, except as so modified or superseded, constitute part of this prospectus.

ii

        You may request a copy of these filings at no cost, by writing or calling Chiron at the following address or telephone number:

Corporate Communications
Chiron Corporation
4560 Horton Street
Emeryville, CA 94608
Tel (510) 655-8730
Fax (510) 655-9910

        Exhibits to the filings will not be sent, however, unless those exhibits have specifically been incorporated by reference in this document.

        You should rely only upon the information provided in this prospectus or incorporated herein by reference. We have not authorized anyone
to provide you with different information. You should not assume that the information in this prospectus, including any information incorporated
by reference, is accurate as of any date other than the date indicated on the front cover.

FORWARD LOOKING INFORMATION

        Some of the statements under "Summary" and elsewhere in this prospectus and any documents incorporated by reference constitute forward
looking statements within the meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act. These statements relate to
future events or our future financial performance and involve known and unknown risks, uncertainties and other factors that may cause our or
our industry's actual results, levels of activity, performance or achievements to be materially different from those expressed or implied by any
forward looking statements. In some cases, you can identify forward looking statements by terminology such as "may", "will", "could", "would",
"should", "expect", "plan", "anticipate", "intend", "believe", "estimate", "predict", "potential" or "continue" or the negative of those terms or
other comparable terminology. These statements are only predictions. Actual events or results may differ materially because of market
conditions in our industries or other factors. Moreover, we do not, nor does any other person, assume responsibility for the accuracy and
completeness of those statements. We have no duty to update any of the forward looking statements after the date of this prospectus to conform
them to actual results. All of the forward looking statements are qualified in their entirety by reference to the factors discussed under the captions
"Risk Factors" in this document and "Factors That May Affect Future Results" in "Management's Discussion and Analysis of Financial
Condition and Results of Operations" of our most recent Form 10-K and Form 10-Q, incorporated by reference in this prospectus, which
describe risks and factors that could cause results to differ materially from those projected in such forward looking statements.

        We caution the reader that these risk factors may not be exhaustive. We operate in a continually changing business environment, and new
risk factors emerge from time to time. Management cannot predict such new risk factors, nor can it assess the impact, if any, of such new risk
factors on the company's businesses or the extent to which any factor, or combination of factors, may cause actual results to differ materially
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from those projected in any forward looking statements. Accordingly, forward looking statements should not be relied upon as a prediction of
actual results.

iii

SUMMARY

The following summary is qualified in its entirety by the more detailed information included elsewhere or incorporated by reference in this
prospectus. Because this is a summary, it may not contain all the information that may be important to you. You should read the entire
prospectus, as well as the information incorporated by reference, before making an investment decision regarding the debentures. Unless
otherwise specified, information contained in this prospectus assumes no exercise by the initial purchasers of their option to purchase additional
debentures.

Chiron Corporation

        We are a global pharmaceutical company that leverages a diverse business model to develop and commercialize high-value products that
make a difference in people's lives. We apply our advanced understanding of the biology of cancer and infectious disease to develop products
from our platforms in proteins, small molecules and vaccines. We commercialize our products through three business units: biopharmaceuticals,
vaccines and blood testing.

        We were incorporated in California in 1981 and merged into a Delaware corporation in November 1986. Our principal executive offices are
located at 4560 Horton Street, Emeryville, California 94608, and our main telephone number is (510) 655-8730.

The Debentures

        This prospectus relates to resales of $500,000,000 aggregate original principal amount of the debentures and 7,305,650 shares of our
common stock initially issuable upon conversion of the debentures, plus an indeterminate number of shares of common stock that may be issued
in connection with a stock split, stock dividend, recapitalization or similar event or adjustment in the number of shares of common stock issuable
as provided in the indenture covering the debentures.

        We issued and sold $500,000,000 aggregate original principal amount of the debentures on July 30, 2003 in a private offering to the initial
purchasers. We have been advised by the initial purchasers that the debentures were resold in transactions that were exempt from registration
requirements of the Securities Act to persons reasonably believed by the initial purchasers to be "qualified institutional buyers" (as defined in
Rule 144A under the Securities Act) in reliance on Rule 144A.

        The following is a brief summary of the terms of the debentures. For a more complete description of the debentures, see section entitled
"Description of Debentures" in this prospectus.

Debentures $500,000,000 aggregate principal amount of 1 5/8% Convertible Debentures due
August 1, 2033.

Ranking The debentures are senior, unsecured obligations of Chiron and rank equal in right of
payment with all of our existing and future unsecured and unsubordinated
indebtedness.

Maturity The debentures will mature on August 1, 2033, unless earlier converted, redeemed or
repurchased.

Interest The debentures accrue interest at the rate of 1.625% per year, subject to upward
adjustment as described below. We will pay accrued and unpaid interest semiannually
in arrears on February 1 and August 1, commencing February 1, 2004, to holders of
record at the close of business on the immediately preceding January 15 and July 15.
Interest will be calculated using a 360-day year comprised of twelve 30-day months.

Conversion Rights Holders may convert their debentures prior to stated maturity at the applicable
conversion rate under any of the following circumstances:
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� during any conversion period (the period from and including the eleventh trading
day in a fiscal quarter up to but excluding the eleventh trading day of the
following fiscal quarter) if the closing sale price of our common stock for at least
20 trading days in the 30 consecutive trading days ending on the first day of such
conversion period is more than 120% of the conversion price per share of
common stock on the first day of such conversion period;

� during the five business day period following any five consecutive trading day
period in which the average of the trading prices (as defined under "Description
of Debentures�Conversion Rights") for a debenture is less than 98% of the average
closing sale price of our common stock multiplied by the applicable conversion
rate (however, if, on the day before the conversion date, the closing sale price of
the common stock is greater than 100% but less than or equal to 120% of the
conversion price, then holders converting their debentures will receive, in lieu of
common stock based on the applicable conversion rate, at our option, cash,
common stock or a combination of the two with a value equal to the principal
amount of the debentures to be converted, plus accrued and unpaid interest, if
any, up to the conversion date);

� if such debentures have been called for redemption;

� during such period, if any, that the credit rating assigned to our long-term senior
debt (or, if the debentures have been rated, the debentures) by both Moody's and
Standard & Poor's is below specified levels, or if neither rating agency is rating
our long-term senior debt (or, if the debentures have been rated, the debentures);
and

� upon the occurrence and continuance of specified corporate transactions.

For each $1,000 in principal amount of debentures surrendered for conversion, a holder
will receive 14.6113 shares of common stock. This is equivalent to an initial
conversion price of approximately $68.44 per share of common stock. The conversion
rate may be adjusted under certain circumstances, but will not be adjusted for accrued
interest. Upon conversion, holders will not receive any cash payment representing
accrued interest. Instead, accrued interest will be deemed paid by the common stock
received by holders on conversion. Debentures called for redemption may be
surrendered for conversion until the close of business one day prior to the redemption
date.

Redemption at Chiron's Option On or after August 5, 2008, we may redeem for cash all or part of the debentures at any
time, upon 30 to 60 days' prior notice by mail to holders of the debentures, at a
redemption price equal to 100% of the principal amount of the debentures to be
redeemed, plus accrued and unpaid interest, if any, up to the redemption date.

2

Repurchase at Holders' Option You have the right to require us to repurchase the debentures on August 1, 2008,
August 1, 2013, August 1, 2018, August 1, 2023 and August 1, 2028, each a
"repurchase date". In each case, the repurchase price will be equal to 100% of the
principal amount of the debentures to be repurchased, plus accrued and unpaid interest,
if any, up to the repurchase date.

On each repurchase date, we may choose to pay the repurchase price in cash or our
common stock or any combination of the two. If we elect to pay the repurchase price in
common stock or a combination of cash and common stock, we must notify holders not
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less than 20 days prior to the repurchase date. The common stock will be valued at
100% of its average closing sale price for the five trading days ending on the third
trading day prior to the repurchase date.

Change in Control If Chiron undergoes certain change in control transactions, you will have the option to
require us to repurchase all or part of your debentures not previously called for
redemption. The repurchase price will be equal to 100% of the principal amount of the
debentures to be repurchased, plus accrued and unpaid interest, if any, up to the
repurchase date.

Instead of cash, we may choose to pay the repurchase price in common stock or a
combination of cash and common stock. The common stock will be valued at 95% of
its average closing sale price for the five trading days ending on the third trading day
prior to the repurchase date.

Interest Adjustment If the average of the closing sale prices of our common stock is less than or equal to
70% of the conversion price of the debentures for any 20 out of the last 30 trading days
ending on the third trading day preceding any repurchase date, then the interest rate on
the debentures will be subject to an upward adjustment to the reset rate (as defined
below) for the subsequent six-month period and potentially for each subsequent
six-month period prior to the next repurchase date (or, in the case of the August 1,
2028 repurchase date, until maturity) as further explained below. If an upward interest
adjustment is in effect for the six-month period immediately following any repurchase
date, the upward interest adjustment will remain in effect for each subsequent
six-month period until the next repurchase date (or, in the case of an upward interest
adjustment in effect for the six-month period after the August 1, 2028 repurchase date,
until maturity) if the average of the closing sale prices of our common stock is less than
or equal to 70% of the conversion price of the debentures for 20 out of the last 30
trading days ending on the third trading day preceding the February 1 or August 1 on
which such six-month period begins. However, if the average of the closing sale prices
of our common stock is greater than 70% of the conversion price of the debentures for
20 out of the last 30 trading days ending on the third trading day preceding any
February 1 or August 1 prior to the next repurchase date (or, in the case of the
August 1, 2028 repurchase date, until maturity), then no upward interest adjustment
will be in effect for the subsequent six-month period, and the interest rate on the
debentures will equal the interest rate stated on the cover of this prospectus for that
six-month period.

3

If the average of the closing sale prices of our common stock is greater than 70% of the
conversion price of the debentures for 20 out of the last 30 trading days ending on the
third trading day preceding any repurchase date, then the interest rate on the debentures
will not be subject to an upward adjustment until the next repurchase date.

The conversion price as of any day will equal the principal amount of the debentures to
be converted divided by the number of shares of common stock issuable upon
conversion of the debentures on that day. If an upward interest adjustment is in effect
for a particular six-month period, we will pay interest on the debentures at the rate per
year equal to the reset rate for such period.

The "reset rate" applicable to any six-month period for which there is an upward
interest adjustment, as determined by Morgan Stanley & Co. Incorporated, the initial
reset rate agent, will be equal to an annual rate (which we call the "reference fixed
rate") that would, in the judgment of the reset rate agent, result in a trading price of par
with a hypothetical issue of senior, non-convertible, fixed rate debt securities of Chiron
with the following terms:
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� a final maturity equal to the term from the repurchase date with respect to which
the reset rate is determined until the next repurchase date (or maturity if the
repurchase date is the August 1, 2028 repurchase date);

� an aggregate principal amount equal to that of the debentures; and

� provisions that are, insofar as would be practicable for an issue of senior,
non-convertible, fixed-rate debt securities, substantially identical to those of the
debentures.

In no event, however, will the applicable reset rate ever be greater than 12% without
our prior written consent. At our request, the reset rate will be the average of the
reference fixed rate and a rate provided by one other nationally recognized investment
bank.

If the reset rate agent determines in its sole judgment that there is no suitable reference
fixed rate, the reset rate will be the reset rate most recently determined or, if none, a
rate reasonably determined by the reset rate agent to reflect current market conditions.
Such reset rate will remain in effect until the reset rate agent determines that there is a
suitable reference fixed rate, at which time the reset rate agent will determine a new
reset rate.

Events of Default The following are events of default with respect to the debentures (references to "our"
mean Chiron Corporation and not any of its subsidiaries):

� our failure for 30 days to pay when due any interest on the debentures (including
after any upward interest adjustment);

4

� our failure to pay the principal of the debentures and any accrued interest
(including after any upward interest adjustment) at maturity, upon redemption,
upon repurchase or following certain change in control transactions, when the
same becomes due and payable;

� our failure to comply with any of our covenants or agreements in the debentures
or the indenture for 60 days after written notice by the trustee or by the holders of
at least 25% in aggregate principal amount of all outstanding debentures affected
by that failure;

� we or any of our subsidiaries default under any other instruments of indebtedness
with an outstanding principal amount of $25,000,000 or more which has caused
the holders of such indebtedness to declare such indebtedness due and payable
prior to its stated maturity, unless rescinded within 30 days;

� we or any of our subsidiaries default in the payment of principal or premium at
final maturity under any other instruments of indebtedness, which default is in an
aggregate principal amount exceeding $25,000,000 and continues unremedied
and unwaived for more than 30 business days; and

� some events involving the bankruptcy, insolvency or reorganization of us or
certain of our subsidiaries.

If there is an event of default with respect to the debentures, the principal amount of the
debentures, plus accrued and unpaid interest, if any, may be declared immediately due
and payable. These amounts automatically become due and payable in some
circumstances.

Book-Entry Form The debentures were issued in book-entry form and are represented by permanent
global certificates deposited with a custodian for and registered in the name of a
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nominee of The Depository Trust Company, commonly known as DTC, in New York,
New York. Beneficial interests in any of the debentures are shown on, and transfers are
effected only through, records maintained by DTC and its direct and indirect
participants and any such interest may not be exchanged for certificated debentures,
except in limited circumstances.

5

Tax Treatment Each holder has agreed in the indenture, for U.S. federal
income tax purposes, to treat the debentures as "contingent
payment debt instruments" and to be bound by our
application of the Treasury regulations that govern
contingent payment debt instruments, including our
projected payment schedule and our determination of the
rate at which interest will be deemed to accrue for U.S.
federal income tax purposes, which is the rate comparable
to the rate at which we would borrow on a non-contingent,
non-convertible borrowing. Based on the agreement,
(1) each holder will be required to accrue interest at that
rate, with the result that a holder will recognize taxable
income significantly in excess of any cash received while
the debentures are outstanding and (2) a holder will
generally be required to recognize ordinary income on the
gain, if any, realized on a sale, exchange, conversion or
redemption of the debentures. See "Certain United States
Federal Income Tax Consequences".

Each investor should consult its tax advisor regarding
the U.S. federal, state, local and foreign tax
consequences of an investment in the debentures and
whether an investment in the debentures is advisable in
light of the agreed upon tax treatment and the
investor's particular tax situation.

Use of Proceeds We will not receive any proceeds from the sale by any
securityholder of the debentures or the shares of common
stock issuable upon conversion of the debentures.

Trading The debentures are not listed on any securities exchange
or included in any automated quotation system, but are
eligible for trading in the PORTAL market. However, no
assurance can be given as to the liquidity of or trading
market for the debentures. Our common stock is quoted on
the Nasdaq National Market under the symbol "CHIR".

6

RISK FACTORS

You should carefully consider the following information, together with the other information contained or incorporated by reference in this
prospectus, before purchasing the securities offered by this prospectus.

Risks Related to This Offering

We expect that the trading value of the debentures will be significantly affected by the price of our common stock and other factors.
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        The market price of the debentures is expected to be significantly affected by the market price of our common stock. This may result in
greater volatility in the trading value of the debentures than would be expected for nonconvertible debt securities we issue. In addition, the
debentures have a number of new features, such as the upward interest adjustment, that could adversely affect the value of, and the trading prices
for, the debentures. The market price of our common stock is subject to significant volatility due to any number of events, both internal and
external to us, including the factors described under "�Volatility of our stock price could negatively impact our profitability."

        In connection with our research and development collaborations, from time to time we invest in equity securities of our corporate partners.
The price of these securities also is subject to significant volatility and may be affected by, among other things, the types of events that affect our
stock. Changes in the market price of these securities may impact our profitability and the trading price of our debentures.

An active trading market for the debentures has not developed and may not develop.

        The debentures comprise a new issue of securities for which there is currently no public market. If the debentures are traded, they may do
so at a discount from the price at which you purchase them, depending on many factors, including, among other things, prevailing interest rates,
the market for similar securities, the market prices for our common stock, our financial performance and other factors. The debentures are not
and will not be listed on any securities exchange, and we do not know whether an active trading market will develop or be maintained for the
debentures. To the extent that an active trading market for the debentures does not develop, their liquidity and trading price may be adversely
affected.

We may not have the ability to raise the funds necessary to finance the change in control purchase or the purchase at the option of the
holder.

        On specified dates and upon the occurrence of specific kinds of change in control events, holders of debentures may require us to purchase
their debentures (although we will have the option to pay in shares of our common stock in some cases). However, it is possible that we will not
have sufficient funds at that time to make the required purchase of debentures. In addition, certain important corporate events, such as leveraged
recapitalizations that would increase the level of our indebtedness, would not constitute a change in control under the indenture. Furthermore,
the ability of holders of debentures to require us to purchase their debentures upon the occurrence of certain change in control events make it
more difficult for a third party to acquire us.

You should consider the U.S. federal income tax consequences of owning the debentures.

        Pursuant to the terms of the indenture, Chiron and each holder of the debentures agree, for U.S. federal income tax purposes, to treat the
debentures as indebtedness for U.S. federal income tax purposes that are subject to the regulations governing contingent payment debt
instruments. Assuming that the debentures are so treated, you will likely be required to include amounts in income, as ordinary income, in
advance of the receipt of the cash or other property, including shares of our common stock, attributable to those amounts. The amount of interest
income required to be included by you for each year will likely be in excess of the interest payment on the debentures. You will recognize gain
or loss on the sale, exchange, repurchase by us at your option, conversion or redemption of a debenture in an amount equal to the difference
between the amount realized on the sale, exchange, repurchase by us at your option, conversion or redemption, including the fair market value of
any common stock received upon conversion or otherwise, and your adjusted tax basis in the debenture.

7

Any gain recognized by you on the sale, exchange, repurchase by us at your option, conversion or redemption of a debenture generally will be
ordinary interest income; any loss will be ordinary loss to the extent of the interest previously included in income and, thereafter, capital loss. A
summary of the U.S. federal income tax consequences of ownership of the debentures is described under "Certain United States Federal Income
Tax Consequences".

The debentures are structurally subordinated. This may affect your ability to receive payments on the debentures.

        The debentures are obligations exclusively of Chiron. We conduct a substantial portion of our operations through our subsidiaries. As a
result, our cash flow and our ability to service our debt, including the debentures, depend upon the earnings of our subsidiaries. In addition, we
depend on the distribution of earnings, loans or other payments by our subsidiaries to us.

        Our subsidiaries are separate and distinct legal entities. Our subsidiaries have no obligation to pay any amounts due on the debentures or to
provide us with funds for our payment obligations, whether by dividends, distributions, loans or other payments. In addition, any payment of
dividends, distributions, loans or advances by our subsidiaries to us could be subject to statutory or contractual restrictions. Payments to us by
our subsidiaries will also be contingent upon our subsidiaries' earnings and business considerations.
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        Our right to receive any assets of any of our subsidiaries upon its liquidation or reorganization and, as a result, your right to participate in
those assets, will be effectively subordinated to the claims of that subsidiary's creditors, including trade creditors. The debentures do not restrict
the ability of our subsidiaries to incur additional indebtedness. In addition, even if we were a creditor of any of our subsidiaries, our rights as a
creditor would be subordinate to any security interest in the assets of our subsidiaries and to any indebtedness of our subsidiaries senior to
indebtedness held by us.

The debentures are unsecured and effectively subordinated to any of our secured indebtedness.

        The debentures are unsecured obligations, rank equal in right of payment to any current or future unsecured and unsubordinated
indebtedness, and are effectively subordinated to any future secured indebtedness to the extent of the security on such other indebtedness. In the
event of any distribution or payment of our assets in any foreclosure, dissolution, winding-up, liquidation, reorganization or other bankruptcy
proceeding, holders of secured indebtedness will have prior claim to those of our assets that constitute their collateral. In any of the foregoing
events, we cannot assure you that there will be sufficient assets to pay amounts due on the debentures, and, as a result, holders of debentures
may receive less, ratably, than holders of secured indebtedness.

A downgrade, suspension or withdrawal of the rating assigned by a rating agency to our long term senior debt, or in the future to the
debentures, if any, could cause the liquidity or market value of the debentures to decline.

        Our long term senior debt is rated, and the debentures may in the future be rated, by Standard & Poor's and Moody's. We cannot assure you
that any rating so assigned will remain for any given period of time or that a rating will not be lowered or withdrawn entirely by a rating agency
if, in that rating agency's judgment, future circumstances relating to the basis of the rating, such as adverse changes in our business, so warrant.
Any lowering or withdrawal of a rating by a rating agency could reduce the liquidity or market value of the debentures.

Risks Relating to Our Business

If our focus on the research and development of emerging technologies does not ultimately result in the creation of commercial
products, our business could be adversely affected.

        We focus our research and development activities on areas in which we have particular strengths and on technologies that appear
promising. These technologies often are on the "cutting edge" of modern science. As a result, the outcome of any research or development
program is highly uncertain. Only a very small fraction of these programs ultimately result in commercial products or even product candidates.
Product candidates that initially appear promising often fail to yield successful products. In
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many cases, preclinical or clinical studies will show that a product candidate is not efficacious (that is, it lacks the intended therapeutic or
prophylactic effect), or that it raises safety concerns or has other side effects, which outweigh the intended benefit. Success in preclinical or early
clinical trials (which generally focus on safety issues) may not translate into success in large-scale clinical trials (which are designed to show
efficacy), often for reasons that are not fully understood. Further, success in clinical trials will likely lead to increased investment, adversely
affecting short-term profitability, to bring such products to market. And even after a product is approved and launched, general usage or
post-marketing studies may identify safety or other previously unknown problems with the product which may result in regulatory approvals
being suspended, limited to narrow indications or revoked, or which may otherwise prevent successful commercialization.

We collaborate with third parties to develop and commercialize new products; conflicts with or decisions by these third parties could
harm our business.

        An important part of our business strategy depends upon collaborations with third parties, including research collaborations and joint efforts
to develop and commercialize new products. As circumstances change, Chiron and our corporate partners may develop conflicting priorities or
other conflicts of interest. We may experience significant delays and incur significant expenses in resolving these conflicts and may not be able
to resolve these matters on acceptable terms. Even without conflicts of interest, we may disagree with our corporate partners as to how best to
realize the value associated with a current product or a product in development. In some cases, the corporate partner may have responsibility for
formulating and implementing key strategic or operational plans. In addition, merger and acquisition activity within the pharmaceutical and
biotechnology industries may affect our corporate partners, causing them to reprioritize their efforts related to the research collaborations and
other joint efforts with us. Decisions by corporate partners on key clinical, regulatory, marketing (including pricing), inventory management and
other issues may prevent successful commercialization of the product or otherwise impact our profitability.

If we fail to obtain or maintain the regulatory approvals we need to market our products, our business will suffer.
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        We must obtain and maintain regulatory approval in order to market most of our products. Generally, these approvals are on a
product-by-product and country-by-country basis. In the case of therapeutic products, a separate approval is required for each therapeutic
indication. Product candidates that appear promising based on early, and even large-scale, clinical trials may not receive regulatory approval.
The results of clinical trials often are susceptible to varying interpretations that may delay, limit or prevent approval or result in the need for
post-marketing studies. In addition, regulations may be amended from time to time. Revised regulations may require us to reformulate products
on a country or regional basis, obtain additional regulatory approvals, or accept additional risks that our products will not maintain market
acceptance or be eligible for third party insurance coverage. Increased regulatory scrutiny and restrictions regarding marketing practices for
products that are subject to government reimbursement may impact the sales of such products. There is no guarantee that we will be able to
satisfy these new regulatory requirements and may suffer a loss of revenue as a result.

Our products are complex and difficult to manufacture on a large-scale basis, which could cause us to delay product launches,
experience shortages of products or prevent us from offering products on a volume basis.

        Most of our products are biologics. Manufacturing biologic products is complex. Unlike chemical pharmaceuticals, a biologic product
generally cannot be sufficiently characterized (in terms of its physical and chemical properties) to rely on assaying of the finished product alone
to ensure that the product will perform in the intended manner. Accordingly, it is essential to be able to both validate and control the
manufacturing process, that is, to show that the process works and that the product is made strictly and consistently in compliance with that
process. Slight deviations anywhere in the manufacturing process, including quality control, labeling and packaging, may result in unacceptable
changes in the products that may result in lot failures or product recalls, or liability to a third party to the extent we are contract manufacturing
products in our facilities for such third party. Manufacturing

9

processes which are used to produce the smaller quantities of material needed for research and development purposes may not be successfully
scaled up to allow production of commercial quantities at reasonable cost or at all. All of these difficulties are compounded when dealing with
novel biologic products that require novel manufacturing processes. Additionally, manufacturing is subject to extensive government regulation.
Even minor changes in the manufacturing process require regulatory approval, which, in turn, may require further clinical studies. For some of
our products, we rely on others to supply raw materials and to manufacture those products according to regulatory requirements.

        In addition, any prolonged interruption in our operations or those of our partners could result in our inability to satisfy the product demands
of our customers. A number of factors could cause interruptions, including equipment malfunctions or failures, interruptions due to labor action,
damage to a facility due to natural disasters, such as an earthquake, suspension of power supplied to these facilities arising out of regional power
shortages or terrorist activities and armed conflict, including as a result of the disruption of operations of our subsidiaries and our customers,
suppliers, distributors, couriers, collaborative partners, licensees and clinical trial sites.

Our mishandling of hazardous materials could result in substantial costs and harm to our business.

        In connection with our research and manufacturing activities, we utilize some hazardous materials. Great care is taken to ensure we have
appropriate procedures and permits in place for storing and handling such hazardous materials. We could be subject to loss of our permits,
government fines or penalties and/or other adverse governmental action if such hazardous materials are stored, handled or released into the
environment in violation of law or any permit. A substantial fine or penalty, the payment of significant environmental remediation costs or the
loss of a permit or other authorization to operate or engage in our ordinary course of business could result in material, unanticipated expenses
and the possible inability to satisfy customer demand.

If any of our third party suppliers or manufacturers cannot adequately meet our needs, our business could be adversely affected.

        We use raw materials and other supplies that generally are available from multiple commercial sources. Certain manufacturing processes,
however, use materials that are available from sole sources, or that are in short supply, or are difficult for the supplier to produce and certify in
accordance with our specifications. From time to time, concerns are raised with respect to potential contamination of biological materials that are
supplied to us. These concerns can further tighten market conditions for materials that may be in short supply or available from limited sources.
Moreover, regulatory approvals to market our products may be conditioned upon obtaining certain materials from specified sources. Our ability
to substitute material from an alternate source may be delayed pending regulatory approval of such alternate source. Although we work to
mitigate the risks associated with relying on sole suppliers, there is a possibility that material shortages could impact production.

        We purchase bulk powdered tobramycin, the primary basic raw material in TOBI®, from two of the principal worldwide suppliers of the
drug. We anticipate that either one of these suppliers alone will be able to supply sufficient quantities to meet current needs; however, there can
be no assurance that these suppliers will be able to meet future demand in a timely and cost-effective manner. As a result, our operations could
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be adversely affected by an interruption or reduction in the supply of bulk powdered tobramycin.

        We have entered into contracts with third parties for the production and packaging of TOBI®. Over time, we can use alternative production
and packaging sources. However, if the contracted third parties become unable to produce or package sufficient quantities of TOBI® due to
work stoppages or other factors, our operations could be disrupted until alternative sources are secured.

        In connection with the production of our flu vaccine products, we must purchase large quantities of chicken eggs. Currently, we purchase
those eggs and incubation services from a single supplier and, pursuant to the contract with that supplier, we are required to make specified
minimum purchases from that supplier through 2007. All of the chickens that produce those eggs are located in the United Kingdom. If our
supplier were to fail to supply eggs in sufficient quantities or quality, including as a result of any health or other issues related to the chickens,
our business would be materially adversely affected.
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        We are a key provider for the blood screening field of nucleic acid testing and immunodiagnostics. In nucleic acid testing, we rely on our
collaborative partner, Gen-Probe, to manufacture the West Nile virus assay, currently in use on an investigational-use basis in the U.S., and the
Procleix® HIV-1/ HCV Assay. We currently source the related instrument system from third party suppliers. Currently, Gen-Probe is the only
manufacturer of nucleic acid testing products using Transcription-Mediated Amplification technology. In immunodiagnostics, under the
Ortho-Clinical Diagnostics, Inc. contract, we manufacture bulk reagents and antigens and confirmatory test kits sold in the clinical diagnostics
and blood screening fields. While we and our partners work to mitigate the risks associated with being a key provider, there can be no assurance
that our partner, Gen-Probe, will be able to provide sufficient quantities of the Procleix® HIV-1/ HCV Assay or that we will be able to
manufacture sufficient bulk reagents and antigens and confirmatory test kits for immunodiagnostic products. Our difficulties or delays or those
of our partners' could cause a public health concern for the blood supply, as well as increase costs and cause loss of revenue or market share.

If we cannot obtain necessary licenses to third party patents for the manufacture or sale of our products, we may have to withdraw from
the market or delay the introduction of the affected product.

        Third parties, including competitors, have patents and patent applications in the U.S. and other significant markets that may be useful or
necessary for the manufacture, use or sale of certain products and products in development by us and our corporate partners. It is likely that third
parties will obtain these patents in the future. Certain of these patents may be broad enough to prevent or delay us and our corporate partners
from manufacturing or marketing products important to our current and future business. We cannot accurately predict the scope, validity and
enforceability of these patents, if granted, the extent to which we may wish or need to obtain licenses to these patents, and the cost and
availability of these licenses. If we do not or cannot obtain these licenses, products may be withdrawn from the market or delays could be
encountered in market introduction while an attempt is made to design around these patents, or we could find that the development, manufacture
or sale of such products is foreclosed. We could also incur substantial costs in licensing or challenging the validity and scope of these patents.

Because most of our products are based on technologies that are unfamiliar to the healthcare community, they may not be accepted by
healthcare providers and patients, which could harm our business.

        We may experience difficulties in launching new products, many of which are novel products based on technologies that are unfamiliar to
the healthcare community. We have no assurance that healthcare providers and patients will accept such products. In addition, government
agencies, as well as private organizations involved in healthcare, from time to time publish guidelines or recommendations to healthcare
providers and patients. Such guidelines or recommendations can be very influential and may adversely affect the usage of our products directly
(for example, by recommending a decreased dosage of our product in conjunction with a concomitant therapy or a government entity
withdrawing its recommendation to screen blood donations for certain viruses) or indirectly (for example, by recommending a competitive
product over our product).

If we are unable to avoid significant exposure to product liability claims, our business could be harmed.

        We are exposed to product liability and other claims in the event that the use of our products is alleged to have resulted in adverse effects.
While we will continue to take precautions, we may not avoid significant product liability exposure. Although we maintain product liability
insurance, there is no guarantee that this coverage will be sufficient. It is not feasible to obtain adequate insurance coverage for certain products
and we are self-insured in relation to these products. If we are sued for any injury caused by our products, we could suffer a significant financial
loss.

        As we are a key provider for the blood screening field of nucleic acid testing and immunodiagnostics, we may have product liability in
addition to contract exposure, in the event that our difficulties or delays or those of our partners could cause a public health concern for the blood
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supply.
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If we are unable to successfully compete in the highly competitive healthcare industry, our business could be harmed.

        We operate in a highly competitive environment, and the competition is expected to increase. Competitors include large pharmaceutical,
chemical and blood testing companies, and biotechnology companies. Some of these competitors, particularly large pharmaceutical and blood
testing companies, have greater resources than ours. Accordingly, even if we are successful in launching a product, we may find that a
competitive product dominates the market for any number of reasons, including:

�
the possibility that the competitor may have launched its product first;

�
the competitor may have greater access to certain raw materials;

�
the competitor may have more efficient manufacturing processes;

�
the competitor may adapt more quickly to technological change;

�
the competitor may have greater marketing capabilities;

�
the competitive product may have therapeutic or other advantages; or

�
new competitors may enter into markets where we currently have significant competitive advantage.

        The technologies applied by our competitors and us are rapidly evolving, and new developments frequently result in price competition and
product obsolescence. In addition, we may be impacted by competition from generic forms of our products or substitute products. Specific to
one product, TOBI®, a generic form of this product may be available from our competitors, which may cause loss of revenue or market share. In
December 2002, the U.S. Food and Drug Administration tentatively approved an abbreviated new drug application for an inhaled tobramycin for
sale in the U.S. following expiration of the orphan drug status of TOBI® in December 2004. Subsequently, the application was withdrawn and,
under terms of a settlement agreement reached in October 2003, approval will not be sought to market this generic product until the 2014
expiration of our patent in the U.S. covering the formulation of TOBI®.

Our patents may not prevent competition or generate revenues.

        We seek to obtain patents on many of our inventions. Without the protection of patents, competitors may be able to use our inventions to
manufacture and market competing products without being required to undertake the lengthy and expensive development efforts made by us and
without having to pay royalties or otherwise compensate us for the use of the invention. We have no assurance that patents and patent
applications owned or licensed to us will provide substantial protection. Important legal questions remain to be resolved as to the extent and
scope of available patent protection for biotechnology products and processes in the U.S. and other important markets. We do not know how
many of our pending patent applications will be granted, or the effective coverage of those that are granted. In the U.S. and other important
markets, the issuance of a patent is neither conclusive as to its validity nor the enforceable scope of its claims. We have engaged in significant
litigation to determine the scope and validity of certain of our patents and expect to continue to do so. An adverse outcome of litigation could
result in the reduction or loss of royalty revenues. Engaging in patent litigation against one party may place significant royalty revenues received
or to be received from other parties at risk. Even if we are successful in obtaining and defending patents, there can be no assurance that these
patents will provide substantial protection. The length of time necessary to resolve patent litigation successfully may allow infringers to gain
significant market advantage. Third parties may be able to design around the patents and develop competitive products that do not use the
inventions covered by our patents. Many countries, including certain countries in Europe, have compulsory licensing laws under which a patent
owner may be compelled to grant licenses to third parties (for example, the third party's product is needed to meet a threat to public health or
safety in that country, or the patent owner has failed to "work" the invention in that country, or the third party has patented improvements). In
addition, most countries limit the enforceability of patents against government agencies or government contractors. In these countries, the patent
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owner may be limited to monetary relief and may be unable to enjoin infringement, which could materially diminish the value of the patent. In
addition, royalty revenues will decline as patents expire.
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Sales of our products may be adversely affected by the availability and amount of reimbursement to the user of our products from third
parties, such as the government and insurance companies.

        In the U.S. and other significant markets, sales of our products may be affected by the availability of reimbursement from the government
or other third parties, such as insurance companies. It is difficult to predict the reimbursement status of newly approved, novel biotechnology
products, and current reimbursement policies for existing products may change. In certain foreign markets, governments have issued regulations
relating to the pricing and profitability of pharmaceutical companies. There have been proposals in the U.S. (at both the federal and state level)
to implement such controls. If the United States Congress enacts legislative proposals addressing parallel importation currently being
deliberated, revenues from certain products may be affected by this change in U.S. policy. The growth of managed care in the U.S. also has
placed pressure on the pricing of healthcare products. These pressures can be expected to continue.

If our efforts to integrate acquired or licensed businesses or technologies into our business are not successful, our business could be
harmed.

        As part of our business strategy, we expect to continue to grow our business through in-licensing, collaborations or acquisitions of products
or companies. For example, we are currently in the process of completing the integration of PowderJect Pharmaceuticals. The failure to
adequately address the financial, operational or legal risks raised by such transactions, including our integration of PowderJect, could harm our
business. Financial aspects related to these transactions may alter our financial position, reported operating results or stock price, and include:

�
use of cash resources;

�
potentially dilutive issuances of equity securities;

�
the incurrence of debt and contingent liabilities, impairment losses or restructuring charges;

�
large write-offs and difficulties in assessment of the relative percentages of in-process research and development expense
that can be immediately written off as compared to the amount which must be amortized over the appropriate life of the
asset; and

�
amortization expenses related to other intangible assets.

        Operational risks that could harm our existing operations or prevent realization of anticipated benefits from such transactions include:

�
challenges associated with managing an increasingly diversified business;

�
difficulties in assimilating the operations, products, technology, information systems or personnel of the acquired company;

�
diversion of management's attention from other business concerns;

�
inability to maintain uniform standards, controls, procedures and policies;
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�
the assumption of known and unknown liabilities of the acquired company, including intellectual property claims; and

�
subsequent loss of key personnel of the acquired company.

        Legal risks may include requirements to obtain the consent of our stockholders or a third party, or the approval of various regulatory
authorities.

        If such efforts to integrate acquired or licensed businesses or technologies into our business are not successful, our business could be
harmed.

If we cannot initiate and maintain revenue-generating relationships with third parties, we may not be able to grow our revenues in the
near to medium term.

        Many products in our current pipeline are in relatively early stages of research or development. Our ability to grow earnings in the near- to
medium-term may depend, in part, on our ability to initiate and maintain other revenue generating relationships with third parties, such as
licenses to certain of
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our technologies, and on our ability to identify and successfully acquire rights to later-stage products from third parties. We have no assurance
that we will establish such other sources of revenue.

Fluctuations in interest rates, foreign currency exchange rates and levels of indebtedness could harm our business.

        We have significant cash balances and investments. Our cash and investments in marketable debt securities totaled $1,038.0 million at
September 30, 2003. Our financial results, therefore, are sensitive to interest rate fluctuations. In addition, we sell products in many countries
throughout the world, and our financial results could be significantly affected by fluctuations in foreign currency exchange rates or by weak
economic conditions in foreign markets.

        We have significant debt balances following the issuance of the debentures. Our long-term debt totaled $923.7 million at September 30,
2003. Therefore, our financial results will reflect increased interest expense and we could be adversely affected by a negative change to our
credit rating by the debt rating agencies.

Our relationship with Novartis AG could limit our ability to enter into transactions, pursue opportunities in conflict with Novartis and
cause the price of our common stock to decline.

        We have an alliance with Novartis AG, a life sciences company headquartered in Basel, Switzerland. Under a series of agreements between
Chiron and Novartis, and as a result of subsequent stock issuances by Chiron, Novartis' ownership interest in Chiron was approximately 42% as
of September 30, 2003. The governance agreement between Chiron and Novartis contains provisions that require the approval of Novartis before
we enter into certain corporate transactions. These transactions generally include significant debt or equity issuances, debt or equity repurchases,
most mergers and acquisitions, the payment of cash dividends, amendments to Chiron's certificate of incorporation or by-laws, and other
transactions that would adversely impact the rights of Novartis, or discriminate against Novartis, as a Chiron stockholder. In addition, a majority
of the independent directors must approve any material transactions between Chiron and Novartis. These provisions may limit our ability to
enter into transactions with third parties otherwise viewed as beneficial to Chiron. All of our shares owned by Novartis are eligible for sale in the
public market subject to compliance with the applicable securities laws. We have agreed that, upon Novartis' request, we will file one or more
registration statements under the Securities Act in order to permit Novartis to offer and sell shares of our common stock. Sales of a substantial
number of shares of our common stock by Novartis in the public market could adversely affect the market price of our common stock.

Volatility of our stock price could negatively impact our profitability.

        The price of our stock, like that of other pharmaceutical companies, is subject to significant volatility. Any number of events, both internal
and external to us, may affect our stock price. These include, without limitation:

�
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fluctuations in earnings from period to period;

�
results of clinical trials conducted by us or by our competitors;

�
announcements by us or our competitors regarding product development efforts, including the status of regulatory approval
applications;

�
the outcome of legal proceedings, including claims filed by us against third parties to enforce our patents and claims filed by
third parties against us relating to patents held by the third parties;

�
the launch of competing products;

�
the resolution of (or failure to resolve) disputes with corporate partners;

�
corporate restructuring by us;

�
the sale of a substantial number of shares held by our existing stockholders;

�
licensing activities by us; and
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�
the acquisition or sale by us of products, products in development or businesses.

        In connection with our research and development collaborations, from time to time we may invest in equity securities of our corporate
partners. The price of these securities also is subject to significant volatility and may be affected by, among other things, the types of events that
affect our stock. Changes in the market price of these securities may impact our profitability.

We are subject to taxation in a number of jurisdictions and changes to the corporate tax rate and laws of any of these jurisdictions could
increase the amount of corporate taxes we have to pay.

        We pay taxes principally in the U.S., Germany, Italy, The Netherlands and, with the acquisition of PowderJect, the United Kingdom. All of
these jurisdictions have in the past and may in the future make changes to their corporate tax rates and other tax laws, which could increase our
future tax provision. We have negotiated a number of rulings regarding income and other taxes that are subject to periodic review and renewal.
If such rulings are not renewed or are substantially modified, income taxes payable in particular jurisdictions could increase. While we believe
that all material tax liabilities are reflected properly in our balance sheet, we are presently under audit in several jurisdictions and may be subject
to further audits in the future, and we have no assurance that we will prevail in all cases in the event the taxing authorities disagree with our
interpretations of the tax law. In addition, we have assumed liabilities for all income taxes incurred prior to the sales of our former subsidiaries,
Chiron Vision (subject to certain limitations) and Chiron Diagnostics. Future levels of research and development spending, capital investment
and export sales will impact our entitlement to related tax credits and benefits which have the effect of lowering our effective tax rate.

Volatility of earnings could negatively impact our business.

        Our operating results may vary considerably from quarter to quarter. Any number of factors may affect our quarterly operating results.
These factors include, but are not limited to the following:

�
inventory management practices, including wholesale ordering patterns;

�
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the level of pre-clinical and clinical trial-related activities;

�
seasonality of certain vaccine products;

�
the tender driven nature of certain vaccine products, in particular, meningococcal and polio vaccines;

�
the nature of our collaborative, royalty and license arrangements and other revenue sources;

�
foreign currency exchange rate fluctuations; and

�
the level of product reserves due to various issues, including seasonality patterns, excess and obsolete inventory, and
production yields.

        Our results in any one quarter are not necessarily indicative of results to be expected for a full year.

Revisions to accounting standards, financial reporting and corporate governance requirements and tax laws could result in changes to
our standard practices and could require a significant expenditure of time, attention and resources, especially by senior management.

        We must follow accounting standards, financial reporting and corporate governance requirements and tax laws set by the governing bodies
and lawmakers in the U.S. and other countries where we do business. From time to time, these governing bodies and lawmakers implement new
and revised rules and laws. These new and revised accounting standards, financial reporting and corporate governance requirements and tax laws
may require changes to our financial statements, the composition of our board of directors, the composition, the responsibility and manner of
operation of various board-level committees, the information filed by us with the governing bodies and enforcement of tax laws against us.
Implementing changes required by such new standards, requirements or laws likely will require a significant expenditure of time, attention and
resources, especially by our senior management. It is impossible to predict the impact, if any, on Chiron of future changes to accounting
standards, financial reporting and corporate governance requirements and tax laws. In addition, it is possible that the application of certain
current accounting standards may change due to environmental factors, which may necessitate a change in our standard practice related to these
accounting standards.
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USE OF PROCEEDS

        We will not receive any of the proceeds from the sale by any selling securityholder of the debentures or the shares of our common stock
issuable upon conversion of the debentures.

PRICE RANGE OF OUR COMMON STOCK AND DIVIDEND POLICY

        Our common stock is quoted on the Nasdaq National Market under the symbol "CHIR". The following table sets forth for the periods
indicated the high and low closing sale prices of our common stock as reported on the Nasdaq National Market:

High Low

2001
First Quarter $ 48.05 $ 37.06
Second Quarter 55.28 40.69
Third Quarter 52.26 41.44
Fourth Quarter 56.80 42.26

2002
First Quarter 48.68 39.80

Edgar Filing: CHIRON CORP - Form 424B3

17



High Low

Second Quarter 46.68 33.36
Third Quarter 41.98 27.41
Fourth Quarter 42.51 35.47

2003
First Quarter 40.72 34.41
Second Quarter 49.00 37.68
Third Quarter 56.75 43.23
Fourth Quarter 56.98 51.75

2004
First Quarter (through January 8, 2004) 56.38 50.75

        On January 8, 2004, the closing sale price of our common stock as reported on the Nasdaq National Market was $50.75 per share.

        We do not pay any dividends on our common stock. We currently intend to retain earnings, if any, for use in our business and do not
anticipate paying cash dividends to holders of our common stock.

RATIO OF EARNINGS TO FIXED CHARGES

        The following table sets forth for the periods indicated our ratios of earnings to fixed charges. For purposes of these ratios, "earnings"
consist of earnings from continuing operations before income taxes and fixed charges and "fixed charges" consist of interest on indebtedness and
capital lease obligations, the interest component of rental expense, and amortization of debt discount and issuance expenses.

Year Ended December 31,
Nine Months

Ended September 30,

1998 1999 2000 2001 2002 2002 2003

Ratio of earnings to fixed charges 3.81x 5.88x 5.70x 14.74x 14.23x 12.71x 10.09x
16

DESCRIPTION OF DEBENTURES

        We issued the debentures under an indenture dated as of July 30, 2003, between us and U.S. Bank National Association, as trustee. The
following summarizes the material provisions of the debentures and the indenture. The following summary is not complete and is subject, and
qualified by reference, to all of the provisions of the debentures and the indenture. As used in this section, the words "we", "us", "our" or
"Chiron" refer solely to Chiron Corporation and not its subsidiaries.

General

        The debentures are limited to an aggregate principal amount of $500,000,000. The debentures were issued at a price of 100% of the
principal amount of the debentures, plus accrued interest, if any, from July 30, 2003. The debentures are issued only in denominations of $1,000
principal amount and multiples of $1,000 principal amount.

        The debentures will mature on August 1, 2033, unless earlier converted, redeemed or repurchased. The debentures will accrue interest from
July 30, 2003, or from the most recent date to which interest has been paid or duly provided for, at the rate of 1.625% per year, subject to
upward adjustment as described under "�Interest Adjustment". We will pay accrued and unpaid interest semiannually in arrears on February 1 and
August 1, commencing February 1, 2004, to holders of record at the close of business on the immediately preceding January 15 and July 15.
Interest will be calculated using a 360-day year comprised of twelve 30-day months.

Ranking
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        The debentures are senior, unsecured obligations of Chiron and rank equal in right of payment with all of our existing and future unsecured
and unsubordinated indebtedness.

        We currently conduct a substantial portion of our operations through our subsidiaries. As a result, our cash flow and our ability to service
debt, including the debentures, depends on the earnings of our subsidiaries. In addition, we depend on the distribution of earnings, loans or other
payments by our subsidiaries to us. Payments to us by our subsidiaries will also be contingent upon their earnings and business considerations.
Our right to receive any assets of any of our subsidiaries upon its liquidation or reorganization, and, as a result, the right of the holders of the
debentures to participate in those assets, will be effectively subordinated to the claims of that subsidiary's creditors, including trade creditors. See
"Risk Factors�The debentures are structurally subordinated. This may affect your ability to receive payments on the debentures."

Conversion Rights

        Subject to the conditions described below, holders may convert their debentures into our common stock at a conversion rate of 14.6113
shares of common stock per $1,000 principal amount of debentures (equivalent to an initial conversion price of approximately $68.44 per share).
The conversion rate will be subject to adjustment as described below. If a debenture has been called for redemption, holders will be entitled to
convert such debenture from the date of notice of the redemption until the close of business on the business day immediately preceding the date
of redemption. A holder may convert fewer than all of such holder's debentures so long as the debentures converted are an integral multiple of
$1,000 principal amount.

        Holders may surrender their debentures for conversion into our common stock at the applicable conversion rate prior to stated maturity
under any of the following circumstances:

�
during any conversion period (as defined below) if the closing sale prices of our common stock for at least 20 trading days in
the 30 trading day period ending on the first day of such conversion period is more than 120% of the conversion price per
share of common stock on the first day of the conversion period; or

�
during the five business day period following any five consecutive trading day period in which the average of the trading
prices (as defined below) for a debenture is less than 98% of the average closing sale price of our common stock multiplied
by the applicable conversion rate; provided, however, if, on the day before the conversion date, the closing sale price of the
common stock is greater than 100% of the conversion price but less than or equal to 120% of the conversion price, then
holders converting their debentures may receive, in lieu of common
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stock based on the applicable conversion rate, at our option, cash, common stock or a combination of the two with a value
equal to the principal amount of the debentures to be converted, plus accrued and unpaid interest, if any, up to the conversion
date; or

�
if we have called such holders' debentures for redemption; or

�
during such period, if any, that the credit rating assigned to Chiron's long-term senior debt or, if the debentures are then
rated, the rating assigned to the debentures, by both Moody's and Standard & Poor's, is below a specified level, or if neither
rating agency is rating our long term senior debt or, if the debentures have been rated, the debentures; or

�
upon the occurrence and continuance of specified corporate transactions.

Conversion Upon Satisfaction of Market Price Condition

        A holder may surrender any of its debentures for conversion into our common stock during any conversion period if the closing sale prices
of our common stock on the principal national securities exchange on which the common stock is quoted, for a period of at least 20 trading days
in the period of 30 consecutive trading days ending on the first day of such conversion period, is more than 120% of the conversion price per
share of common stock on the first day of the conversion period. A "conversion period" will be the period from and including the eleventh
trading day in a fiscal quarter up to but not including the eleventh trading day of the following fiscal quarter.
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        The conversion agent, U.S. Bank National Association, will, on our behalf, determine daily if the debentures are convertible as a result of
the market price of our common stock and notify us and the trustee.

Conversion Upon Satisfaction of Trading Price Condition

        A holder may surrender any of its debentures for conversion into our common stock during the five business day period following any five
consecutive trading day period in which the average of the trading prices for a debenture is less than 98% of the average closing sale price of our
common stock multiplied by the applicable conversion rate; provided, however, if, on the day before the conversion date, the closing sale price
of the common stock is greater than 100% of the conversion price but less than or equal to 120% of the conversion price, then holders
surrendering debentures for conversion will receive, in lieu of common stock based on the applicable conversion rate, at our option, cash,
common stock or a combination of the two with a value equal to the principal amount of the debentures to be converted, plus accrued and unpaid
interest, if any, up to the conversion date ("principal value conversion"). If you surrender your debentures for conversion and it is a principal
value conversion, we will notify you by the second trading day following the date of conversion whether we will pay you all or a portion of the
principal amount plus accrued and unpaid interest, if any, in cash, common stock or a combination of cash and common stock, and in what
percentage. Any common stock delivered upon a principal value conversion will be valued at the greater of the conversion price on the
conversion date and the "closing sale price" on the third trading day after the conversion date. We will pay you any portion of the principal
amount plus accrued and unpaid interest to be paid in cash on the third trading day after the conversion date. With respect to any portion of the
principal amount plus accrued and unpaid interest to be paid in common stock, we will deliver the common stock to you on the fourth trading
day following the conversion date.

        The "trading price" of the debentures on any date of determination means the average of the secondary market bid quotations per debenture
obtained by the trustee for $5,000,000 principal amount at maturity of the debentures at approximately 3:30 p.m., New York City time, on such
determination date from two independent nationally recognized securities dealers we select, provided that if at least two such bids cannot
reasonably be obtained by the trustee, but one such bid can reasonably be obtained by the trustee, this one bid shall be used. If the trustee cannot
reasonably obtain at least one bid for $5,000,000 principal amount at maturity of the debentures from a nationally recognized securities dealer
or, in our reasonable judgment, the bid quotations are not indicative of the secondary market value of the debentures, then the trading price of
the debentures will be deemed to be less than 98% of the product of (1) the applicable conversion rate of the debentures multiplied by (2) the
closing price on the Nasdaq National Market of our common stock on such determination date.
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        U.S. Bank National Association, as trustee, will determine the trading price after being requested to do so by us. We will have no obligation
to make that request unless a holder of debentures provides us with reasonable evidence that the trading price of the debentures may be less than
98% of the average closing sale price of our common stock multiplied by the applicable conversion rate for the applicable period. If a holder
provides such evidence, we will instruct the trustee to determine the trading price of the debentures for the applicable period.

Conversion Upon Notice of Redemption

        A holder may surrender for conversion any of the debentures called for redemption at any time prior to the close of business one business
day prior to the redemption date, even if it is not otherwise convertible at such time. If a holder has already delivered a purchase notice or a
change in control purchase notice with respect to a debenture, however, the holder may not surrender that debenture for conversion until the
holder has withdrawn the notice in accordance with the indenture.

Conversion Upon Credit Rating Event

        A holder may surrender any of its debentures for conversion:

�
during any period in which the long-term senior debt rating of Chiron, or if the debentures are then rated, the rating assigned
to the debentures, by Moody's is below Baa3 and by Standard & Poor's is below BBB;

�
if the credit rating assigned to our long-term senior debt or, if the debentures have been rated, the rating assigned to the
debentures, is suspended or withdrawn by both such rating agencies; or

�
if neither such rating agency is rating our long term senior debt or, after the debentures have been rated, the debentures.
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Conversion Upon Specified Corporate Transactions

        Even if the market price condition described above has not occurred, if we elect to:

�
distribute to all holders of our common stock certain rights entitling them to purchase, for a period expiring within 60 days,
common stock at less than the current market price at the time, or

�
distribute to all holders of our common stock our assets, debt securities or certain rights to purchase our securities, which
distribution has a per share value exceeding 10% of the closing sale price of our common stock on the day preceding the
declaration date for such distribution,

we must notify the holders of debentures at least 20 days prior to the ex-dividend date for such distribution. Once we have given that notice,
holders may surrender their debentures for conversion at any time until the earlier of the close of business on the business day prior to the
ex-dividend date or our announcement that such distribution will not take place. No adjustment to the ability of a holder to convert will be made
if the holder will otherwise participate in the distribution without conversion.

        In addition, if we are party to a consolidation, merger or binding share exchange pursuant to which our common stock would be converted
into cash, securities or other property, a holder may surrender debentures for conversion at any time from and after the date that is 15 days prior
to the anticipated effective date of the transaction until 15 days after the actual date of such transaction. If we are a party to a consolidation,
merger or binding share exchange pursuant to which our common stock is converted into cash, securities or other property, then at the effective
time of the transaction, the right to convert a debenture into common stock will be changed into a right to convert it into the kind and amount of
cash, securities or other property that the holder would have received if the holder had converted its debentures immediately prior to the
transaction. If the transaction also constitutes a "change in control", as defined below, the holder can require us to purchase all or a portion of its
debentures as described under "�Change in Control".

Conversion Rate and Conversion Procedures

        The initial conversion rate is 14.6113 shares of common stock per $1,000 principal amount of debentures. This is equivalent to an initial
conversion price of approximately $68.44 per share of
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common stock. You will not receive any cash payment representing accrued interest upon conversion of a debenture. Instead, upon conversion
we will deliver to the holders a fixed number of shares of common stock and any cash payment to account for fractional shares. The cash
payment for fractional shares will be based on the closing sale price of our common stock on the trading day immediately prior to the conversion
date. Delivery of common stock will be deemed to satisfy our obligation to pay the principal amount of the debentures, including any accrued
and unpaid interest. Accrued interest will be deemed paid in full rather than canceled, extinguished or forfeited. We will not adjust the
conversion rate to account for the accrued interest.

        If you wish to exercise your conversion right, you must deliver an irrevocable conversion notice, together, if the debentures are in
certificated form, with the certificated security, to the conversion agent who will, on your behalf, convert the debentures into common stock. The
date of such delivery of notice is the "conversion date". You may obtain copies of the required form of the conversion notice from the
conversion agent.

        If debentures not called for redemption are converted after a record date for the payment of interest and prior to the next succeeding interest
payment date, such debentures must be accompanied by funds equal to the interest payable on such interest payment date on the principal
amount of debentures so converted.

        Upon a conversion, based on our treatment of the debentures for U.S. federal income tax purposes, as discussed above, a holder would be
required to recognize ordinary income upon a conversion of a debenture into our common stock equal to the excess, if any, between the value of
the stock received on the conversion and the sum of the original purchase price of the holder's debenture and any accrued but unpaid interest. For
a more detailed discussion, see "Certain United States Federal Income Tax Consequences".

Conversion Rate Adjustments

        The conversion rate will be subject to adjustment upon the following events:
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�
the payment of dividends and other distributions payable exclusively in our common stock on our common stock;

�
the issuance to all holders of our common stock of rights or warrants that allow the holders to purchase shares of our
common stock at less (or having a conversion price per share less) than the current market price;

�
subdivisions or combinations of our common stock;

�
the payment of dividends and other distributions to all holders of our common stock consisting of our debt, securities or
assets or certain rights to purchase our securities, except for those rights or warrants referred to in the second bullet point
above and dividends and other distributions paid exclusively in cash, provided that no adjustment will be made if all holders
of the debentures may participate in the transactions;

�
the payment to holders of our common stock in respect of a tender or exchange offer, other than an odd-lot offer, by us or
any of our subsidiaries for our common stock to the extent that the cash and value of any other consideration included in the
payment per share of common stock exceeds the closing sale price per share of our common stock on the trading day next
succeeding the last date on which tenders or exchanges may be made pursuant to such tender or exchange offer; and

�
the distribution consisting exclusively of cash to all or substantially all holders of our common stock.

        In the event that we elect to make a distribution described in the fourth bullet point above in which we distribute shares of capital stock of a
subsidiary of ours, the conversion rate will be adjusted, if at all, based on the market value of the subsidiary stock so distributed relative to the
market value of our common stock, in each case over a measurement period following the distribution.

        In the event that we elect to make an all-cash distribution described in the sixth bullet point above, the conversion rate will be adjusted by
dividing:

�
the conversion rate, by
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�
a fraction, (1) the numerator of which will be the current market value of our common stock and (2) the denominator of
which will be the current market value of our common stock plus the amount per share of such distribution.

        If we were to adopt a stockholders rights plan under which we issue rights providing that each share of our common stock issued upon
conversion of the debentures at any time prior to the distribution of separate certificates representing the rights will be entitled to receive the
right, there will not be any adjustment to the conversion rate as a result of:

�
the issuance of rights;

�
the distribution of separate certificates representing rights;

�
the exercise or redemption of rights in accordance with any rights agreement: or

�
the termination or invalidation of rights.

        The conversion rate will not be adjusted upon certain events, including but not limited to:

Edgar Filing: CHIRON CORP - Form 424B3

22



�
upon the issuance of any common stock pursuant to any present or future plan providing for the reinvestment of dividends or
interest payable on securities of Chiron and the investment of additional optional amounts in shares of our common stock
under any plan;

�
upon the issuance of any shares of common stock or options or rights to purchase those shares pursuant to any present or
future employee, director or consultant benefit plan or program of Chiron; or

�
upon the issuance of any shares of common stock pursuant to any option, warrant, right, or exercisable, exchangeable or
convertible security outstanding as of the date the debentures were first issued.

        We may increase the conversion rate as permitted by law for at least 20 days, so long as the increase is irrevocable during the period. No
adjustment in the conversion rate will be required unless the adjustment would require an increase or decrease of at least 1% of the conversion
rate. If the adjustment is not made because the adjustment does not change the conversion rate by more than 1%, then the adjustment that is not
made will be carried forward and taken into account in any future adjustment. Except as specifically described above, the conversion rate will
not be subject to adjustment in the case of the issuance of any common stock, or securities convertible into or exchangeable for common stock.

Redemption Rights

        We will have the right to redeem the debentures in whole or in part, at any time or from time to time, on or after August 5, 2008 upon not
less than 30 nor more than 60 days' prior notice by mail, for a cash price equal to 100% of the principal amount of the debentures to be
redeemed, plus accrued and unpaid interest, if any, up to the redemption date.

        If we decide to redeem fewer than all of the outstanding debentures, the trustee will select the debentures to be redeemed by lot, on a pro
rata basis or by another method the trustee considers appropriate.

        If the trustee selects a portion of your debenture for partial redemption and you convert a portion of the same debenture, the converted
portion will be deemed to be from the portion selected for redemption.

        In the event of any redemption in part, we will not be required to:

�
issue, register the transfer of or exchange any debenture during a period beginning at the opening of business 15 days before
any selection of debentures for redemption and ending at the close of business on the earliest date on which the relevant
notice of redemption is deemed to have been given to all holders of debentures to be so redeemed, or

�
register the transfer of or exchange any debenture so selected for redemption, in whole or in part, except the unredeemed
portion of any debenture being redeemed in part.
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Repurchase Rights

        Holders have the right to require us to repurchase the debentures on August 1, 2008, August 1, 2013, August 1, 2018, August 1, 2023 and
August 1, 2028, each of which we refer to as a "repurchase date". We will be required to repurchase any outstanding debentures for which you
deliver a written repurchase notice to the paying agent. This notice must be delivered during the period beginning at any time from the opening
of business on the date that is 20 business days prior to the relevant repurchase date until the close of business on the last day prior to the
repurchase date. If the repurchase notice is given and withdrawn during the period, we will not be obligated to repurchase the related debentures.
Our repurchase obligation will be subject to some additional conditions.

        The repurchase price payable will be equal to 100% of the principal amount of the debentures to be repurchased, plus accrued and unpaid
interest, if any, up to the repurchase date.

        On each repurchase date, we may choose to pay the repurchase price in cash or common stock or any combination of the two. For a
discussion of the tax treatment of a holder receiving cash, common stock or a combination of the two, see "Certain United States Federal Income
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Tax Consequences".

        On any repurchase date, if we choose to pay the repurchase price in common stock, in whole or in part, we will be required to give notice
on a date not less than 20 business days prior to each repurchase date to all holders at their addresses shown in the register of the registrar, and to
beneficial owners as required by applicable law (i.e., if no notice is given, we will pay the repurchase price with cash), stating, among other
things:

�
whether we will pay the repurchase price of the debentures in cash, in common stock, or any combination the two,
specifying the percentages of each;

�
if we elect to pay with common stock, a description of the method of calculating the market price of our common stock; and

�
the procedures that holders must follow to require us to repurchase their debentures.

        If we pay with common stock, the shares of common stock will be valued at 100% of the market price of our common stock, as described
below.

        Simultaneously with such notice of repurchase, we will disseminate a press release through Dow Jones & Company, Inc. or Bloomberg
Business News containing this information or publish the information on our web site or through such other public medium as we may use at
that time.

        A holder's notice electing to require us to repurchase such holder's debentures must state:

�
if certificated debentures have been issued, the debentures certificate numbers (if not certificated, the notice must comply
with appropriate DTC procedures);

�
the portion of the principal amount of debentures to be repurchased, in multiples of $1,000;

�
that the debentures are to be repurchased by us pursuant to the applicable provisions of the debentures; and

�
in the event we elect, pursuant to the notice that we are required to give, to pay the repurchase price in common stock, in
whole or in part, but the repurchase price is ultimately to be paid to the holder entirely in cash because any of the conditions
to payment of the repurchase price or portion of the repurchase price in common stock is not satisfied prior to the close of
business on the last day prior to the repurchase date, as described below, whether the holder elects:

�
to withdraw the repurchase notice as to some or all of the debentures to which it relates, or

�
to receive cash in respect of the entire repurchase price for all debentures or relates, or portions of debentures
subject to the repurchase notice.

        If the holder fails to indicate the holder's choice with respect to the election described in the final bullet point above, the holder will be
deemed to have elected to receive cash in respect of the entire repurchase price for all debentures subject to the repurchase notice in these
circumstances. For a discussion of the tax treatment of a holder receiving cash instead of shares of our common stock, see "Certain United States
Federal Income Tax Consequences".
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        You may withdraw any repurchase notice by a written notice of withdrawal delivered to the paying agent prior to the close of business on
the last day prior to the repurchase date. The notice of withdrawal must state:

�
the principal amount of the withdrawn debentures;

�
if certificated debentures have been issued, the certificate numbers of the withdrawn debentures (if not certificated, the
notice must comply with appropriate DTC procedures); and

�
the principal amount, if any, which remains subject to the repurchase notice.

        If we elect to pay the repurchase price, in whole or in part, in common stock, the number of shares of common stock to be delivered by us
will be equal to the portion of the repurchase price to be paid in common stock divided by the market price per share of our common stock. We
will pay cash based on the market price for all fractional shares.

        The "market price" means the average of the closing sale prices of our common stock for the five trading day period ending on the third
business day prior to the applicable repurchase date (if the third business day prior to the applicable repurchase date is a trading day, or if not,
then on the last trading day prior to the third business day), appropriately adjusted to take into account the occurrence, during the period
commencing on the first of the trading days during the five trading day period and ending on the repurchase date, of some events that would
result in an adjustment of the conversion rate with respect to our common stock.

        Because the market price of our common stock is determined prior to the applicable repurchase date, holders of debentures bear the market
risk with respect to the value of our common stock to be received from the date the market price is determined to the repurchase date. We may
pay the repurchase price or any portion of the repurchase price in common stock only if the information necessary to calculate the market price
is published in a daily newspaper of national circulation.

        Upon determination of the actual number of shares of common stock to be paid upon repurchase of the debentures, we will disseminate a
press release through Dow Jones & Company, Inc. or Bloomberg Business News containing this information or publish the information on our
web site or through such other public medium as we may use at that time.

        A holder must either effect book-entry transfer or deliver the debentures, together with necessary endorsements, to the office of the paying
agent after delivery of the repurchase notice to receive payment of the repurchase price. A holder will receive payment on the repurchase date or
the time of book-entry transfer or the delivery of the debentures. If the paying agent holds money or securities sufficient to pay the repurchase
price of the debentures on the business day following the repurchase date, then:

�
the debentures will cease to be outstanding;

�
interest, including any interest payable pursuant to an upward interest adjustment, will cease to accrue; and

�
all other rights of the holder will terminate.

        This will be the case whether or not book-entry transfer of the debentures is made or whether or not the debentures are delivered to the
paying agent.

        We will comply with the provisions of Rule 13e-4 and any other tender offer rules under the Exchange Act which may be applicable at the
time. We will file a Schedule TO or any other schedule required in connection with any offer by us to repurchase the debentures at your option.

Change in Control

        If a change in control (as defined below) occurs, a holder of debentures will have the right, at its option, to require us to repurchase all of its
debentures not previously called for redemption, or any portion of the principal amount thereof, that is equal to $1,000 or an integral multiple of
$1,000. The price we are required to pay is equal to 100% of the principal amount of the debentures to be repurchased, plus accrued and unpaid
interest, if any, up to the repurchase date.
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        Instead of paying the repurchase price in cash, we may choose to pay the repurchase price in our common stock (or, in the case of a merger
in which we are not the surviving corporation, common
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stock, ordinary shares, American Depositary Shares or analogous securities of the surviving corporation or its direct or indirect parent
corporation), cash or a combination of the two. The number of shares of common stock or securities a holder will receive will equal the
repurchase price divided by 95% of the market price of our common stock or the applicable security. However, we may not pay the repurchase
price in common stock, or the applicable securities or a combination of the common stock and applicable securities and cash, unless we satisfy
certain conditions prior to the repurchase date as provided in the indenture, including:

�
registration of the shares of common stock or securities to be issued upon repurchase under the Securities Act and the
Exchange Act, if required;

�
qualification of the shares of common stock or securities to be issued upon repurchase under applicable state securities laws,
if necessary, or the availability of an exemption therefrom; and

�
listing of the shares of common stock or securities to be issued upon repurchase on a U.S. national securities exchange or
quotation thereof in an inter-dealer quotation system of any registered U.S. national securities association.

        Within 30 days after the occurrence of a change in control, we are obligated to give to the holders of the debentures notice of the change in
control and of the repurchase right arising as a result of the change in control and whether the purchase price will be paid in cash, common stock
or other securities, or a combination of cash and common stock or other securities. We must also deliver a copy of this notice to the trustee. To
exercise the repurchase right, a holder of the debentures must deliver on or before the 30th day after the date of our notice irrevocable written
notice to the trustee of the holder's exercise of its repurchase right, together with the debentures with respect to which the right is being
exercised. We are required to repurchase the debentures on the date that is 45 days after the date of our notice.

        A "change in control" will be deemed to have occurred at the time after the debentures are originally issued that any of the following
occurs:

�
any person, including any syndicate or group deemed to be a "person" under Section 13(d)(3) of the Exchange Act, acquires
beneficial ownership, directly or indirectly, through a purchase, merger or other acquisition transaction or series of
transactions, of shares of our capital stock entitling the person to exercise 50% (or 79.9% if such person is Novartis) or more
of the total voting power of all shares of our capital stock entitled to vote generally in elections of directors, other than an
acquisition by us, any of our subsidiaries or any of our employee benefit plans and other than any transaction contemplated
by the bullet point below; or

�
we merge or consolidate with or into any other person (other than a subsidiary), any merger of another person into us, or we
convey, sell, transfer or lease all or substantially all of our assets to another person, other than any transaction:

�
that does not result in a reclassification, conversion, exchange or cancellation of outstanding common stock, or

�
pursuant to which the holders of our common stock immediately prior to the transaction have the entitlement to
exercise, directly or indirectly, 50% or more of the total voting power of all shares of capital stock entitled to vote
generally in the election of directors of the continuing or surviving corporation immediately after the transaction,
or

�
which is effected solely to change our jurisdiction of incorporation and results in a reclassification, conversion or
exchange of outstanding shares of our common stock solely into shares of common stock of the surviving entity.
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        However, a change in control will not be deemed to have occurred if either

�
the closing sale price per share of our common stock for any five trading days within the 10 consecutive trading day period
ending immediately after the later of the change in control or the public announcement of the change in control, in the case
of a change in control relating to an acquisition of capital stock, or the period of 10 consecutive trading days ending
immediately before the change in control, in the case of change in control relating to a merger, consolidation or asset sale,
equals or exceeds 105% of the conversion price of the debentures in effect on each of those trading days; or
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�
all of the consideration (excluding cash payments for fractional shares and cash payments made pursuant to dissenters'
appraisal rights) in a merger or consolidation otherwise constituting a change in control as defined above consists of shares
of common stock traded on a national securities exchange or quoted on the Nasdaq National Market (or will be so traded or
quoted immediately following the merger or consolidation) and as a result of the merger or consolidation the debentures
become convertible into such shares of common stock.

        Rule 13e-4 under the Exchange Act requires the dissemination of prescribed information to security holders in the event of an issuer tender
offer and may apply in the event that the repurchase option becomes available to the holders of debentures. We will comply with this rule to the
extent it applies at that time.

        The foregoing provisions would not necessarily provide the holders of debentures with protection if we are involved in a highly leveraged
or other transaction that may adversely affect the holders.

        If a change in control were to occur, we may not have sufficient funds to pay the change in control repurchase price. See "Risk Factors�We
may not have the ability to raise the funds necessary to finance the change in control purchase or the purchase at the option of the holder." In
particular, we have, and may in the future incur, other indebtedness with similar change in control provisions permitting its holders to accelerate
or to require us to repurchase our indebtedness upon the occurrence of similar events or on some specified dates. If we fail to repurchase the
debentures when required following a change in control, we will be in default under the indenture.

Interest Adjustment

        If the average of the closing sale prices of our common stock is less than or equal to 70% of the conversion price of the debentures for any
20 out of the last 30 trading days ending on the third trading day preceding any repurchase date, then the interest rate on the debentures will be
subject to an upward adjustment to the reset rate (as defined below) for the subsequent six-month period and potentially for each subsequent
six-month period prior to the next repurchase date (or, in the case of the August 1, 2028 repurchase date, until maturity) as further explained
below. If an upward interest adjustment is in effect for the six-month period immediately following any repurchase date, the upward interest
adjustment will remain in effect for each subsequent six-month period until the next repurchase date (or, in the case of an upward interest
adjustment in effect for the six-month period after the August 1, 2028 repurchase date, until maturity) if the average of the closing sale prices of
our common stock is less than or equal to 70% of the conversion price of the debentures for 20 out of the last 30 trading days ending on the third
trading day preceding the February 1 or August 1 on which such six-month period begins.

        However, if the average of the closing sale prices of our common stock is greater than 70% of the conversion price of the debentures for 20
out of the last 30 trading days ending on the third trading day preceding any February 1 or August 1 prior to the next repurchase date (or, in the
case of the August 1, 2028 repurchase date, until maturity), then no upward interest adjustment will be in effect for the subsequent six-month
period, and the interest rate on the debentures will equal the interest rate stated on the cover of this prospectus for that six-month period. If the
average of the closing sale prices of our common stock is greater than 70% of the conversion price of the debentures for 20 out of the last 30
trading days ending on the third trading day preceding any repurchase date, then the interest rate on the debentures will not be subject to an
upward interest adjustment until the next repurchase date.

        If an upward interest adjustment is in effect for a particular six-month period, we will pay interest on the principal amount of the debentures
at a rate per year equal to the reset rate for such period.

        The "closing sale price" of our common stock on any date means the closing per share sale price (or if no closing sale price is reported, the
average of the bid and ask prices or, if more than one in either case, the average of the average bid and the average ask prices) on that date as
reported on the Nasdaq National Market.
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        The "reset rate" applicable to any six-month period, as determined by the reset rate agent (as defined below), will be equal to an annual rate
(which we call the "reference fixed rate") that would, in

25

the sole judgment of the reset rate agent, result in a trading price of par with a hypothetical issue of our senior, non-convertible, fixed rate debt
securities with the following terms:

�
a final maturity equal to the term from the repurchase date on which the reset rate is determined until the next repurchase
date (or maturity if the repurchase date is the August 1, 2028 repurchase date);

�
an aggregate principal amount equal to that of the then outstanding debentures; and

�
provisions that are, insofar as would be practicable for an issue of senior, non-convertible, fixed-rate debt securities,
substantially identical to those of the debentures.

        In no event, however, will the applicable reset rate be greater than 12% per year without our prior written consent. Also, if the reset rate
agent determines in its sole judgment that there is no suitable reference fixed rate, the reset rate will be the reset rate most recently determined
or, if none, a rate reasonably determined by the reset rate agent to reflect current market conditions. Such reset rate will remain in effect until the
reset rate agent determines that there is a suitable reference fixed rate, at which time the reset rate agent will determine a new reset rate.

        In the event of any upward interest adjustment, we will disseminate a press release through Dow Jones & Company, Inc. or Bloomberg
Business News containing this information or publish the information on our web site or through such other public medium as we may use at
that time.

Reset Rate Agent; Determinations Conclusive

        Morgan Stanley & Co. Incorporated initially will act as the reset rate agent. If requested by us, the reset rate agent will seek an indicative
reference rate from one other nationally recognized investment bank engaged for such purpose by us. The determination of any applicable reset
rate will be made by the reset rate agent by averaging the reference fixed rate it has determined with the indicative reference rate provided by
such other investment bank. If an indicative reference rate cannot reasonably be obtained from one other nationally recognized investment bank,
or if we choose not to engage such other investment bank, then the rate determined by the reset rate agent will be used. The determination of any
reset rate by the reset rate agent will be conclusive and binding upon us, the reset rate agent, the trustee and the holders of the debentures, in the
absence of manifest error.

        We may remove the reset rate agent at any time with or without cause upon at least 30 days' written notice to the reset rate agent. The reset
rate agent may resign at any time upon at least 30 days' written notice to us. In either case, we will appoint a successor reset rate agent.

Merger and Sales of Assets by Chiron

        We may not (1) consolidate with or merge into any other person or sell, convey, lease or transfer our properties and assets substantially as
an entirety to any other person in any one transaction or series of related transactions, or (2) permit any person to consolidate with or merge into
us, unless:

�
if we are not the surviving person, the surviving person formed by such consolidation or into which we are merged or the
person to which our properties and assets are so transferred is a corporation organized and existing under the laws of the
U.S., any state thereof or the District of Columbia and shall execute and deliver to the trustee a supplemental indenture
expressly assuming the payment when due of the principal of and interest on the debentures and the performance of each of
our other covenants under the indenture; and

�
immediately after giving effect to such transaction, no default or event of default shall have occurred and be continuing.
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Events of Default

        The following are events of default with respect to the debentures:

�
default for 30 days in payment of any interest installment due and payable on the debentures (including after any upward
interest adjustment);

�
default in payment of principal of the debentures and accrued interest (including after an upward interest adjustment) at
maturity, upon redemption, repurchase or following a change in control, when the same becomes due and payable;

�
default in our performance of any other covenants or agreements in respect of the debentures contained in the indenture or
the debentures for 60 days after written notice to us by the trustee or to us and the trustee by the holders of at least 25% in
aggregate principal amount of the debentures then outstanding; and

�
default by us or any of our subsidiaries under any instrument or instruments evidencing indebtedness (other than the
debentures) having an outstanding principal amount of $25,000,000 (or its equivalent in any other currency or currencies) or
more that has caused the holders thereof to declare such indebtedness to be due and payable prior to its stated maturity,
unless such declaration has been rescinded within 30 days;

�
default in the payment of any of our or any of our subsidiaries' indebtedness for money borrowed in an aggregate principal
amount exceeding $25,000,000 (or its equivalent in any other currency or currencies) when such indebtedness becomes due
and payable at final maturity if such default continues more than 30 business days after the expiration of any grace period or
extension of the time for payment applicable thereto;

�
certain events of bankruptcy, insolvency and reorganization of us or certain of our subsidiaries.

        The indenture will require that we file annually with the trustee a certificate describing any default by us in the performance of any
conditions or covenants that has occurred under the indenture and its status. We must give the trustee written notice within 30 days of any
default under the indenture that could mature into an event of default described in the third or fifth clause above.

        The indenture provides that if an event of default occurs and is continuing with respect to the debentures, either the trustee or the registered
holders of at least 25% in aggregate principal amount of the debentures may declare the principal amount of the debentures, plus accrued and
unpaid interest, if any, to be due and payable immediately. If an event of default relating to some events of bankruptcy, insolvency or
reorganization occurs, the principal amount of the debentures, plus accrued and unpaid interest, if any, will become immediately due and
payable without any action on the part of the trustee or any holder. At any time after a declaration of acceleration, but before a judgment or
decree for payment of money has been obtained, if all events of default with respect to the debentures have been cured (other than the
nonpayment of principal of the debentures which has become due solely by reason of the declaration of acceleration), then the declaration of
acceleration shall be automatically annulled and rescinded.

        A holder of debentures may pursue any remedy under the indenture only if:

�
the holder gives the trustee written notice of a continuing event of default for the debentures;

�
the holders of at least 25% in principal amount of the outstanding debentures make a written request to the trustee to pursue
the remedy;

�
the holder offers to the trustee indemnity reasonably satisfactory to the trustee;
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�
the trustee fails to act for a period of 60 days after receipt of notice and offer of indemnity; and

�
during that 60-day period, the holders of a majority in principal amount of the debentures do not give the trustee a direction
inconsistent with the request.

        This provision does not, however, affect the right of a holder of debentures to sue for enforcement of payment of the principal of or interest,
on the holder's debenture on or after the respective due dates expressed in its debentures or the holder's right to convert its debentures in
accordance with the indenture.
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        The trustee will be entitled under the indenture, subject to the duty of the trustee during a default to act with the required standard of care, to
be indemnified before proceeding to exercise any right or power under the indenture at the direction of the registered holders of the debentures
or which requires the trustee to expend or risk its own funds or otherwise incur any financial liability. The indenture will also provide that the
registered holders of a majority in principal amount of the outstanding debentures may direct the time, method and place of conducting any
proceeding for any remedy available to the trustee or exercising any trust or power conferred on the trustee with respect to the debentures. The
trustee, however, may refuse to follow any such direction that conflicts with law or the indenture, is unduly prejudicial to the rights of other
registered holders of the debentures, or would involve the trustee in personal liability.

        The indenture will provide that while the trustee generally must mail notice of a default or event of default to the registered holders of the
debentures within 90 days of occurrence, the trustee may withhold notice of any default or event of default (except in payment on the debt
securities) if the trustee in good faith determines that the withholding of such notice is in the interest of the registered holders of that series of
debt securities.

Modification and Waiver

        We may amend or supplement the indenture if the holders of a majority in principal amount of the debentures consent to it. Without the
consent of the holder of each debenture, however, we may not:

�
reduce the amount of debentures whose holders must consent to an amendment, supplement or waiver;

�
reduce the interest rate or change the time for payment of interest on the debentures;

�
reduce the calculation of the value of our common stock to which reference is made in determining whether an upward
interest adjustment will be made on the debentures, or change the method by which this value is calculated;

�
reduce the issue price, the principal amount of the debentures or change its final stated maturity;

�
reduce the redemption or repurchase price of the debentures or change the time at which the debentures may or must be
redeemed or repurchased;

�
make payments on the debentures payable in currency other than as originally stated in the debentures;

�
impair the holder's right to institute suit for the enforcement of any payment on the debentures;

�
make any change in the percentage of principal amount of debentures necessary to waive compliance with some provisions
of the indenture or to make any change in this provision for modification;
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�
waive a continuing default or event of default regarding any payment on the debentures; or

�
adversely affect the conversion or repurchase provisions of the debentures.

        We may amend or supplement the indenture or waive any provision of it without the consent of any holders of debentures in some
circumstances, including:

�
to cure any ambiguity, omission, defect or inconsistency;

�
to provide for the assumption of our obligations under the indenture by a successor upon any merger, consolidation or asset
transfer permitted under the indenture;

�
to provide for uncertificated debentures in addition to or in place of certificated debentures or to provide for bearer
debentures;

�
to provide any security for or guarantees of the debentures;

�
to comply with any requirement to effect or maintain the qualification of the indenture under the Trust Indenture Act of
1939;
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�
to add covenants that would benefit the holders of debentures or to surrender any rights we have under the indenture;

�
to add events of default with respect to the debentures;

�
to add circumstances under which we will pay additional interest on the debentures; or

�
to make any change that does not adversely affect any outstanding debentures in any material respect.

        The holders of a majority in principal amount of the outstanding debentures generally may waive any existing or past default or event of
default. Those holders may not, however, waive any default or event of default in any payment on any debenture or compliance with a provision
that cannot be amended or supplemented without the consent of each holder affected.

Tax Treatment

        Each holder has agreed in the indenture, for U.S. federal income tax purposes, to treat the debentures as "contingent payment debt
instruments" and to be bound by our application of the Treasury regulations that govern contingent payment debt instruments, including our
determination of the rate at which interest will be deemed to accrue for U.S. federal income tax purposes, which is the rate comparable to the
rate at which we would borrow on a non-contingent, non-convertible borrowing. Accordingly, each holder will be required to accrue interest at
that rate, with the result that a holder will recognize taxable income significantly in excess of cash received while the debentures are outstanding.
In addition, a holder will generally be required to recognize ordinary income on the gain, if any, realized on a sale, exchange, conversion or
redemption of the debentures. See "Certain United States Federal Income Tax Consequences".

Each investor should consult its tax advisor regarding the tax treatment of an investment in the debentures and whether an
investment in the debentures is advisable in light of the agreed upon tax treatment and the investor's particular tax situation.

Edgar Filing: CHIRON CORP - Form 424B3

31



Calculations in Respect of Debentures

        We will be responsible for making all calculations called for under the debentures, except for such calculations made by the reset rate agent.
These calculations include, but are not limited to, determinations of the market prices of the debentures and of our common stock, any accrued
interest payable on the debentures, the outstanding principal amount of the debentures and the conversion price of the debentures. We will make
all these calculations in good faith and, absent manifest error, our calculations will be final and binding on holders of debentures. We will
provide a schedule of our calculations to the trustee, and the trustee is entitled to rely upon the accuracy of our calculations without independent
verification. The trustee will forward our calculations to any holder of debentures upon the request of that holder.

Governing Law

        The indenture and the debentures are governed by, and will be construed in accordance with, the laws of the State of New York.

Trustee

        U.S. Bank National Association, is the trustee, registrar and paying agent.

        If an event of default occurs and is continuing, the trustee will be required to use the degree of care and skill of a prudent person in the
conduct of his or her own affairs. The trustee will become obligated to exercise its powers under the indenture at the request of any of the
holders of debentures only after those holders have offered the trustee indemnity reasonably satisfactory to it.

        If the trustee becomes one of our creditors, it will be subject to limitations in the indenture on its rights to obtain payment of claims or to
realize on some property received for any such claim, as security or otherwise. The trustee is permitted to engage in other transactions with us.
If, however, it acquires any conflicting interest, it must eliminate that conflict or resign.
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Form, Exchange, Registration and Transfer

        We issued the debentures in registered form, without interest coupons. We will not charge a service charge for any registration of transfer
or exchange of the debentures. We may, however, require the payment of any tax or other governmental charge payable for that registration.

        Debentures are exchangeable for other debentures, in the same principal amount and with the same terms but in different authorized
denominations in accordance with the indenture.

        Holders may present debentures for registration of transfer at the office of the security registrar or any transfer agent we designate. The
security registrar or transfer agent will effect the transfer or exchange when it is satisfied with the documents of title and identity of the person
making the request.

        We have appointed the trustee as security registrar for the debentures. We may at any time rescind that designation or approve a change in
the location through which any registrar acts. We are required to maintain an office or agency for transfers and exchanges in each place of
payment. We may at any time designate additional registrars for the debentures.

        In the case of any redemption, the security registrar will not be required to register the transfer or exchange of any debentures either:

�
during a period beginning 15 business days prior to the mailing of the relevant notice of redemption and ending on the close
of business on the day of mailing of the notice, or

�
if the debentures have been called for redemption in whole or in part, except the unredeemed portion of any debentures
being redeemed in part.
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Payment and Paying Agents

        Payments on the debentures will be made in U.S. dollars at the office of the trustee. At our option, however, we may make payments by
check mailed to the holder's registered address or, with respect to global debentures, by wire transfer. We will make interest payments to the
person in whose name each debenture is registered at the close of business on the record date for each interest payment.

        The trustee will be designated as our paying agent for payments on the debentures. We may at any time designate additional paying agents
or rescind the designation of any paying agent or approve a change in the office through which any paying agent acts.

        Subject to the requirements of any applicable abandoned property laws, the trustee and paying agent shall pay to us upon written request
any money held by them for payments on the debentures that remain unclaimed for two years after the date upon which that payment has
become due. After payment to us, holders entitled to the money must look to us for payment. In that case, all liability of the trustee or paying
agent with respect to that money will cease.

Notices

        Except as otherwise described herein, notice to registered holders of the debentures will be given by mail to the addresses as they appear in
the security register. Notices will be deemed to have been given on the date of such mailing.

Replacement of Debentures

        We will replace any debentures that become mutilated, destroyed, stolen or lost at the expense of the holder upon delivery to the trustee of
the mutilated debentures or evidence of the loss, theft or destruction satisfactory to us and the trustee. In the case of a lost, stolen or destroyed
debentures, indemnity satisfactory to the trustee and us may be required at the expense of the holder of the debentures before a replacement
debenture will be issued.

Book-Entry System

        The debentures are represented by a global security. Debentures resold under the registration statement of which this prospectus forms a
part will also be represented by one or more global
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securities. Each global security has been or will be deposited with, or on behalf of, DTC and registered in the name of a nominee of DTC.
Except under circumstances described below, the debentures will not be issued in definitive form.

        Upon the issuance of a global security, DTC will credit on its book-entry registration and transfer system the accounts of persons
designated by the initial purchasers with the respective principal amounts of the debentures represented by the global security. Ownership of
beneficial interests in a global security will be limited to participants that have accounts with DTC or its nominee or persons that may hold
interests through participants. Ownership of beneficial interests in a global security will be shown on, and the transfer of that ownership will be
effected only through, records maintained by DTC or its nominee (with respect to interests of persons other than participants). The laws of some
states require that some purchasers of securities take physical delivery of the securities in definitive form. Such limits and such laws may impair
the ability to transfer beneficial interests in a global security.

        So long as DTC or its nominee is the registered owner of a global security, DTC or its nominee, as the case may be, will be considered the
sole owner or holder of the debentures represented by that global security for all purposes under the indenture. Except as provided below,
owners of beneficial interests in a global security will not be entitled to have the debentures represented by that global security registered in their
names, will not receive or be entitled to receive physical delivery of the debentures in definitive form, and will not be considered the owners or
holders thereof under the indenture. Principal and interest payments, if any, on the debentures registered in the name of DTC or its nominee will
be made to DTC or its nominee, as the case may be, as the registered owner of the relevant global security. Neither Chiron, the trustee, any
paying agent nor the registrar for the debentures will have any responsibility or liability for any aspect of the records relating to nor payments
made on account of beneficial interests in a global security or for maintaining, supervising or reviewing any records relating to such beneficial
interests.

        We expect that DTC or its nominee, upon receipt of any payment of principal or interest, if any, will credit immediately participants'
accounts with payments in amounts proportionate to their respective beneficial interests in the principal amount of the relevant global security as
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shown on the records of DTC or its nominee. We also expect that payments by participants to owners of beneficial interests in a global security
held through these participants will be governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in "street name", and will be the responsibility of the participants.

        If DTC is at any time unwilling or unable to continue as a depositary and a successor depositary is not appointed by us within 90 days, we
will issue the debentures in definitive form in exchange for the entire global security for the debentures. In addition, we may at any time and in
our sole discretion determine not to have the debentures represented by a global security and, in such event, will issue the debentures in
definitive form in exchange for the entire global security relating to the debentures. In any such instance, an owner of a beneficial interest in a
global security will be entitled to physical delivery in definitive form of the debentures represented by the global security equal in principal
amount to the beneficial interest and to have the debentures registered in its name. Debentures so issued in definitive form will be issued as
registered debentures in denominations of $1,000 and integral multiples thereof, unless otherwise specified by us.
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DESCRIPTION OF OUR CAPITAL STOCK

        The following description of our common stock does not purport to be complete and is subject to, and qualified in its entirety by reference
to, the more complete descriptions set forth in our certificate of incorporation and our bylaws, each as amended to date.

General

        Our authorized capital stock consists of 499,500,000 shares of common stock, $0.01 par value per share, 500,000 shares of restricted
common stock, $0.01 par value per share, and 5,000,000 shares of preferred stock, $0.01 par value per share. As of December 31, 2003, there
were 187,115,082 shares of common stock issued and outstanding and no shares of restricted common stock or preferred stock issued and
outstanding.

Common Stock

        The holders of common stock are entitled to one vote per share on all matters to be voted upon by the stockholders. Subject to preferences
that may be applicable to any outstanding preferred stock, the holders of common stock are entitled to receive ratably dividends, if any, as may
be declared from time to time by our board of directors out of legally available funds. In the event of our liquidation, dissolution or winding up,
the holders of common stock are entitled to share ratably in all assets remaining after payment of liabilities, subject to the prior liquidation rights
of the preferred stock, if any, then outstanding. The common stock has no preemptive or conversion rights or other subscription rights. There are
no redemption or sinking fund provisions applicable to the common stock. All outstanding shares of common stock are fully paid and
non-assessable.

Restricted Common Stock

        The holders of restricted common stock are entitled to certain limited voting, dividend and liquidation rights, as well as a limited right to
convert or exchange restricted common stock into common stock. The specific rights and restrictions are to be determined and fixed by our
board of directors in the resolution providing for the issuance of any series of restricted common stock. However, in determining and fixing
these rights, the board of directors' power is restricted in the following manner:

�
the board of directors can provide that the restricted common stock may be converted or exchanged into common stock,
however, only at a conversion or exchange ratio not exceeding one share of common stock for each share of restricted
common stock;

�
the board of directors can provide that the holders of restricted common stock may vote at any meeting of our stockholders;
however, the number of votes per share of restricted common stock shall not exceed the proportionate vote of common stock
into which such restricted common stock is convertible or exchangeable;

�
the board of directors can provide that the holders of restricted common stock may receive dividends; provided, however,
that dividends on each share of restricted common stock shall be less than the proportionate dividend on each share of
common stock into which such restricted common stock is convertible or exchangeable; and
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�
the board of directors can provide that the holders of common stock are entitled to share ratably in all assets remaining after
payment of liabilities, subject to the prior liquidation rights of the preferred stock, if any, then outstanding; provided
however, that the amount per share paid in liquidation on each share of restricted common stock shall be less than the
proportionate amount per share paid on each share of common stock into which such restricted common stock is convertible
or exchangeable.

Preferred Stock

        The board of directors has the authority to issue any undesignated shares of preferred stock in one or more series and to fix the rights,
preferences, privileges, qualifications, limitations and restrictions of the preferred stock including dividend rights, voting rights, terms of
redemption, redemption prices,
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liquidation preferences and the number of shares constituting any series or the designation of such series, without any further vote or action by
the stockholders. The issuance of preferred stock may have the effect of delaying or preventing a change in control of Chiron without further
action by the stockholders. The issuance of preferred stock with voting and conversion rights may adversely affect the voting power to the
holders of common stock, including the loss of voting control to others. We have no present plans to issue any of the preferred stock.

Anti-Takeover Effects of Delaware Law

        We are subject to the provisions of Section 203 of the Delaware General Corporation Law. Under Section 203, a corporation would
generally be prohibited from engaging in any business combination with any interested stockholder for a period of three years following the time
that this stockholder became an interested stockholder unless:

�
prior to this time, the board of directors of the corporation approved either the business combination or the transaction that
resulted in the stockholder becoming an interested stockholder; or

�
upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the interested
stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced,
excluding (for purposes of calculating the shares outstanding only) shares owned:

�
by persons who are directors and also officers, and

�
by employee stock plans in which employee participants do not have the right to determine confidentially whether
shares held subject to the plan will be tendered in a tender or exchange offer; or

�
at or subsequent to such time, the business combination is approved by the board of directors and authorized at an annual or
special meeting of stockholders, and not by written consent, by the affirmative vote of at least 662/3% of the outstanding
voting stock that is not owned by the interested stockholder.

        Under Section 203, a "business combination" includes:

�
any merger or consolidation involving the corporation and the interested stockholder;

�
any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested
stockholder;
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�
any transaction that results in the issuance or transfer by the corporation of any stock of the corporation to the interested
stockholder, subject to limited exceptions;

�
any transaction involving the corporation that has the effect of increasing the proportionate share of the stock of any class or
series of the corporation beneficially owned by the interested stockholder; or

�
the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other financial benefits
provided by or through the corporation.

        In general, Section 203 defines an interested stockholder as an entity or person beneficially owning 15% or more of the outstanding voting
stock of the corporation and any entity or person affiliated with or controlling or controlled by such entity or person.

Transfer Agent and Registrar

        The transfer agent and registrar for the common stock is Wells Fargo Bank Minnesota, N.A.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

        This discussion describes the material U.S. federal income tax consequences of owning the debentures and, to the extent described below,
our common stock received upon an exchange, conversion or redemption of the debentures. It is the opinion of Sullivan & Cromwell LLP,
special tax counsel to Chiron. It applies to you only if you hold your debenture or common stock as a capital asset for tax purposes. This section
does not apply to you if you are a member of a class of holders subject to special rules, such as:

�
a dealer in securities or currencies,

�
a trader in securities that elects to use a mark-to-market method of accounting for your securities holdings,

�
a bank,

�
a life insurance company,

�
a tax-exempt organization,

�
a person that owns debentures that are a hedge or that are hedged against interest rate risks,

�
a person that owns debentures as part of a straddle or conversion transaction for tax purposes, or

�
a U.S. holder (as defined below) whose functional currency for tax purposes is not the U.S. dollar.

        This discussion is based on the Internal Revenue Code of 1986, as amended, its legislative history, existing and proposed regulations
thereunder, published rulings and court decisions, all as currently in effect. These laws are subject to change, possibly on a retroactive basis.

        No statutory, administrative or judicial authority directly addresses the treatment of the debentures for U.S. federal income tax purposes. No
rulings have been sought or are expected to be sought from the Internal Revenue Service (the "IRS") with respect to any of the U.S. federal
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income tax consequences discussed below, and no assurance can be given that the IRS will not take contrary positions. As a result, no assurance
can be given that the IRS will agree with the tax characterizations and the tax consequences described below.

        We urge prospective investors to consult their own tax advisors with respect to the tax consequences to them of the purchase, ownership
and disposition of the debentures and the common stock in light of their own particular circumstances, including the tax consequences under
state, local, foreign and other tax laws and the possible effects of changes in U.S. federal or other tax laws.

Classification of the Debentures

        Pursuant to the terms of the indenture, we and each holder of the debentures agree, for U.S. federal income tax purposes, to treat the
debentures as indebtedness that is subject to the regulations governing contingent payment debt instruments and the remainder of this discussion
assumes that the debentures will be so treated.

U.S. Holders

        This discussion applies to U.S. Holders.

        You are a U.S. holder if you are a beneficial owner of a debenture and you are:

�
a citizen or resident of the U.S.,

�
a domestic corporation,

�
an estate whose income is subject to U.S. federal income tax regardless of its source, or

�
a trust if a U.S. court can exercise primary supervision over the trust's administration and one or more U.S. persons are
authorized to control all substantial decisions of the trust.

        A beneficial owner of debentures that is a non-U.S. Holder (as defined in "�Non-U.S. Holders" below) should see "Non-U.S. Holders"
below.
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        Under the rules governing contingent payment debt obligations, you will be required to accrue interest income on the debentures, in the
amounts described below, regardless of whether you use the cash or accrual method of tax accounting. Accordingly, you would likely be
required to include interest in taxable income in each year in excess of cash interest on the debentures for non-tax purposes and in excess of any
contingent interest payments actually received in that year.

        If you purchase your debenture for a price equal to the adjusted issue price (as defined below) of the debenture, under the rules governing
contingent payment debt obligations, you must accrue an amount of ordinary income for U.S. federal income tax purposes, for each accrual
period prior to and including the maturity date of a debenture that equals:

�
the product of (i) the adjusted issue price of the debenture as of the beginning of the accrual period; and (ii) the comparable
yield to maturity (as defined below) of the debenture, adjusted for the length of the accrual period;

�
divided by the number of days in the accrual period; and

�
multiplied by the number of days during the accrual period that you held the debenture.
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        The issue price of a debenture is the first price at which a substantial amount of the debentures is sold to the public, excluding bond houses,
brokers or similar persons or organizations acting in the capacity of underwriters, placement agents or wholesalers. The adjusted issue price of a
debenture is its issue price increased by any interest income previously accrued, determined without regard to any adjustments to interest
accruals described below and decreased by the projected amounts of any payments previously made with respect to the debenture.

        The term "comparable yield" means the annual yield that an issuer of a contingent payment debt obligation would pay, as of the initial issue
date, on a fixed rate nonconvertible debt security with no contingent payments, but with terms and conditions otherwise comparable to those of
the instrument.

        If you purchase your debenture at a price other than its adjusted issue price determined for tax purposes, you must determine the extent to
which the difference between the price you paid for your debenture and its adjusted issue price is attributable to a change in expectations as to
the projected payment schedule, a change interest rates, or both, and reasonably allocate the difference accordingly.

        We are required to provide you, solely for U.S. federal income tax purposes, a schedule of the projected amounts of payments on the
debentures. This schedule must produce the comparable yield. The projected payment schedule includes estimates for payments of contingent
interest and an estimate for a payment at maturity taking into account the exchange feature. The comparable yield and projected payment
schedule are available from us by telephoning Investor Relations at (510) 923-3309 or submitting a written request to: Chiron Corporation, 4560
Horton Street, Emeryville, California 94608-2916, Attention: Investor Relations.

        For U.S. federal income tax purposes, you must use the comparable yield and projected payment schedule in determining your interest
accruals, and the adjustments thereto described below, in respect of the debentures, unless you timely disclose and justify the use of other
estimates to the IRS. If you determine your own comparable yield or projected payment schedule, you must also establish that our comparable
yield or schedule of projected payments is unreasonable.

        Because any Form 1099-OID that you receive will not reflect the effects of positive or negative adjustments resulting from your purchase
of a debenture at a price other than the adjusted issue price determined for tax purposes, you are urged to consult with your tax advisor as to
whether and how adjustments should be made to the amounts reported on any Form 1099-OID.

The comparable yield and projected payment schedule are not determined for any purpose other than for the determination of
your interest accruals and adjustments thereof in respect of the debentures for U.S. federal income tax purposes and do not constitute a
projection or representation regarding the actual amounts payable to the debentures.

Adjustments to Interest Accruals on the Debentures

        If you receive actual payments with respect to a debenture in a taxable year that in the aggregate exceed the total amount of projected
payments for that taxable year, you would incur a "net positive adjustment" equal to the amount of such excess. You would treat the "net
positive adjustment" as
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additional interest income for the taxable year. For this purpose, the payments in a taxable year include the fair market value of property
received in that year.

        If you receive actual payments with respect to a debenture in a taxable year that in the aggregate were less than the amount of the projected
payments for that taxable year, you would incur a "net negative adjustment" equal to the amount of such deficit. This adjustment will (1) reduce
your interest income on the debentures for that taxable year, and (2) to the extent of any excess after the application of (1), give rise to an
ordinary loss to the extent of your interest income on the debenture during prior taxable years, reduced to the extent such interest was offset by
prior net negative adjustments.

        If the adjusted issue price of your debenture is greater than the price you paid for your debenture, you must make positive adjustments
increasing the amount of interest that you would otherwise accrue and include in income each year, and the amount of ordinary income (or
decreasing the amount of ordinary loss) recognized upon redemption or maturity by the amounts allocated to each of interest and projected
payment schedule; if the adjusted issue price of your debenture is less than the price you paid for your debenture, you must make negative
adjustments, decreasing the amount of interest that you must include in income each year, and the amount of ordinary income (or increasing the
amount of ordinary loss) recognized upon redemption or maturity by the amounts allocated to each of interest and projected payment schedule.
Adjustments allocated to the interest amount are not made until the date of daily portion of interest accrues.
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Sale, Exchange, Conversion, Repurchase or Redemption

        Generally, the sale, exchange, including a conversion of a debenture, or the redemption of a debenture for cash, will result in taxable gain or
loss to you. As described above, our calculation of the comparable yield and the projected payment schedule for the debentures includes the
receipt of stock upon exchange as a contingent payment with respect to the debentures. Accordingly, we intend to treat the receipt of our
common stock by you upon the exchange or conversion of a debenture, or upon the repurchase at your option of a debenture where we elect to
pay in common stock, as a contingent payment. As described above, you are generally bound by our determination of the comparable yield and
projected payment schedule. Under this treatment, an exchange or such a repurchase will also result in taxable gain or loss to you. The amount
of gain or loss on a taxable sale, exchange, conversion or redemption will be equal to the difference between (1) the amount of cash plus the fair
market value of any other property received by you, including the fair market value of any common stock received, and (2) your adjusted tax
basis in the debenture. Your adjusted tax basis in a debenture will generally be equal to your original purchase price for the debenture, increased
by any interest income previously accrued by you (determined without regard to any adjustments to interest accruals described above), decreased
by the amount of any projected payments previously made on the debenture to you and generally increased or decreased by the amount of any
positive or negative adjustment, respectively, that you are required to make if you purchase your debenture at a price other than the adjusted
issue price determined for tax purposes. Gain recognized upon a sale, exchange, conversion or redemption of a debenture will generally be
treated as ordinary interest income; any loss will be ordinary loss to the extent of interest previously included in income, and thereafter, capital
loss (which will be long-term if the debenture is held for more than one year). The deductibility of net capital losses by individuals and
corporations is subject to limitations.

        Your tax basis in our common stock received upon a conversion of a debenture or upon repurchase at your option that we elect to pay in
common stock will equal the then current fair market value of such common stock. Your holding period for the common stock received will
commence on the day immediately following the date of exchange or repurchase.

Constructive Dividends

        If at any time we make a distribution of property to our stockholders that would be taxable to the stockholders as a dividend for U.S. federal
income tax purposes and, in accordance with the anti-dilution provisions of the debentures, the exchange rate of the debentures is increased, such
increase may be deemed to be the payment of a taxable dividend to you.

        For example, an increase in the exchange rate in the event of distribution of our evidence of indebtedness or our assets or an increase in the
exchange rate if we pay a cash dividend will generally
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result in deemed dividend treatment to you, but generally an increase in the event of stock dividends or the distribution of rights to subscribe for
common stock will not.

Non-U.S. Holders

        This discussion describes the tax consequences to a non-U.S. Holder. You are a non-U.S. Holder if you are the beneficial owner of a
debenture and are, for U.S. federal income tax purposes:

�
a nonresident alien individual,

�
a foreign corporation,

�
a foreign partnership, or

�
an estate or trust that in either case is not subject to U.S. federal income tax on a net income basis on income or gain from a
debenture.

        If you are a U.S. Holder, this section does not apply to you.
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Payments Made with Respect to the Debentures

        Under U.S. federal income and estate tax law, and subject to the discussion of backup withholding below, if you are a non-U.S. Holder:

�
we and other U.S. payors generally will not be required to deduct U.S. withholding tax from payments of interest and
principal to you if, in the case of payments of interest:

(1)
you do not actually or constructively own 10% or more of the total combined voting power of all classes of our
stock entitled to vote,

(2)
you are not a controlled foreign corporation that is related to us through stock ownership, and

(3)
the U.S. payor does not have actual knowledge or reason to know that you are a U.S. person and:

(a)
you have furnished to the U.S. payor an IRS Form W-8BEN or an acceptable substitute form upon
which you certify, under penalties of perjury, that you are a non-U.S. person,

(b)
in the case of payments made outside the U.S. to you at an offshore account (generally, an account
maintained by you at a bank or other financial institution at any location outside the U.S.), you have
furnished to the U.S. payor documentation that establishes your identity and your status as a non-U.S.
person,

(c)
the U.S. payor has received a withholding certificate (furnished on an appropriate IRS Form W-8 or an
acceptable substitute form) from a person claiming to be:

(i)
a withholding foreign partnership (generally a foreign partnership that has entered into an
agreement with the IRS to assume primary withholding responsibility with respect to
distributions and guaranteed payments it makes to its partners),

(ii)
a qualified intermediary (generally a non-U.S. financial institution or clearing organization or a
non-U.S. branch or office of a U.S. financial institution or clearing organization that is a party
to a withholding agreement with the IRS), or

(iii)
a U.S. branch of a non-U.S. bank or of a non-U.S. insurance company,

and the withholding foreign partnership, qualified intermediary or U.S. branch has received
documentation upon which it may rely to treat the payment as made to a non-U.S. person in accordance
with U.S. Treasury regulations (or, in the case of a qualified intermediary, in accordance with its
agreement with the IRS),
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(d)
the U.S. payor receives a statement from a securities clearing organization, bank or other financial
institution that holds customers' securities in the ordinary course of its trade or business,

(i)
certifying to the U.S. payor under penalties of perjury that an IRS Form W-8BEN or an
acceptable substitute form has been received from you by it or by a similar financial institution
between it and you, and
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(ii)
to which is attached a copy of the IRS Form W-8BEN or acceptable substitute form, or

(e)
the U.S. payor otherwise possesses documentation upon which it may rely to treat the payment as made
to a non-U.S. person in accordance with U.S. Treasury regulations; and

�
no deduction for any U.S. federal withholding tax will be made from any gain that you realize on the sale or exchange of
your debenture.

Dividends on Common Stock and Constructive Dividends

        Except as described below, if you are a non-U.S. Holder of common stock, dividends paid to you are subject to withholding of U.S. federal
income tax at a 30% rate or at a lower rate if you are eligible for the benefits of an applicable income tax treaty that provides for a lower rate.
Moreover, if you are a non-U.S. Holder of the debentures and you receive a constructive dividend as a result of a change in the exchange ratio of
your debentures, we and other payors may withhold on other payments made on your debentures in between the date of the constructive
dividend and the due date for filing of Form 1042-S (including extensions) for the tax year in which the constructive dividend is made if the
relevant payor has control over, or custody of money or property owned by you and knowledge of the facts that give rise to the withholding.
Even if you are eligible for a lower treaty rate, we and other payors will generally be required to withhold at a 30% rate (rather than the lower
treaty rate) on dividend or other payments to you, unless you have furnished to us or another payor:

�
a valid IRS Form W-8BEN or an acceptable substitute form upon which you certify, under penalties of perjury, your status
as a non-U.S. person and your entitlement to the lower treaty rate with respect to such payments, or

�
in the case of payments made outside the U.S. to an offshore account (generally, an account maintained by you at an office
or branch of a bank or other financial institution at any location outside the U.S.), other documentary evidence establishing
your entitlement to the lower treaty rate in accordance with U.S. Treasury regulations.

        If you are eligible for a reduced rate of U.S. withholding tax under a tax treaty, you may obtain a refund of any amounts withheld in excess
of that rate by filing a refund claim with the IRS.

        If dividends paid to you are "effectively connected" with your conduct of a trade or business within the U.S., and, if required by an
applicable tax treaty, the dividends or constructive dividends are attributable to a permanent establishment that you maintain in the U.S., we and
other payors generally are not required to withhold tax from the dividends or any other payments, provided that you have furnished to us or
another payor a valid IRS Form W-8ECI or an acceptable substitute form upon which you represent, under penalties of perjury, that:

�
you are a non-U.S. person, and

�
the dividends or constructive dividends are effectively connected with your conduct of a trade or business within the U.S.
and are includible in your gross income.

        "Effectively connected" dividends are taxed at rates applicable to U.S. citizens, resident aliens and domestic U.S. corporations.

        If you are a corporate non-U.S. Holder, "effectively connected" dividends or constructive dividends that you receive may, under certain
circumstances, be subject to an additional "branch profits tax" at a 30% rate or at a lower rate if you are eligible for the benefits of an applicable
income tax treaty that provides for a lower rate.
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Gain on Disposition of Common Stock
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        If you are a non-U.S. Holder, you generally will not be subject to U.S. federal income tax on gain that you recognize on a disposition of
common stock unless:

�
the gain is "effectively connected" with your conduct of a trade or business in the U.S., and the gain is attributable to a
permanent establishment that you maintain in the U.S., if that is required by an applicable income tax treaty as a condition
for subjecting you to U.S. taxation on a net income basis,

�
you are an individual, you hold the common stock as a capital asset, you are present in the U.S. for 183 or more days in the
taxable year of the sale and certain other conditions exist, or

�
we are or have been a U.S. real property holding corporation for federal income tax purposes and you held, directly or
indirectly, at any time during the five-year period ending on the date of disposition, more than 5% of the common stock and
you are not eligible for any treaty exemption.

        If you are a corporate non-U.S. Holder, "effectively connected" gains that you recognize may also, under certain circumstances, be subject
to an additional "branch profits tax" at a 30% rate or at a lower rate if you are eligible for the benefits of an income tax treaty that provides a
lower rate.

        We have not been, are not and do not anticipate becoming a U.S. real property holding corporation for U.S. federal income tax purposes.

U.S. Federal Estate Tax

        A debenture held by an individual who at death is not a citizen or resident of the U.S. will not be includible in the individual's gross estate
for U.S. federal estate tax purposes if:

�
the decedent did not actually or constructively own 10% or more of the total combined voting power of all classes of our
stock entitled to vote at the time of death, and

�
the income on the debenture would not have been effectively connected with a U.S. trade or business of the decedent at the
same time.

        However, shares of common stock held by the decedent at the time of death will be included in the decedent's gross estate for U.S. federal
estate tax purposes unless an applicable estate tax treaty provides otherwise.

Backup Withholding and Information Reporting

U.S. Holders

        In general, if you are a noncorporate U.S. Holder, we and other payors are required to report to the IRS all payments of principal and
interest on and any constructive distribution with respect to your debenture, including amounts accruing under the rules for contingent payment
debt instruments, and dividends on your common stock. In addition, we and other payors are required to report to the IRS any payment of
proceeds of the sale of your debentures before maturity or your common stock within the U.S. Additionally, backup withholding will apply to
any payments, if you fail to provide an accurate taxpayer identification number, or you are notified by the IRS that you have failed to report all
interest and dividends required to be shown on your federal income tax returns.

Non-U.S. Holders

        In general, payments of principal, dividends and interest made by us and other payors to you will not be subject to backup withholding and
information reporting, provided that the certification requirements described above under "�Non-U.S. Holders�Payments Made with Respect to the
Debentures" are satisfied or you otherwise establish an exemption.

        In general, payment of the proceeds from the sale of debentures or common stock effected at a U.S. office of a broker is subject to both
U.S. backup withholding and information reporting. If,
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however, you are a non-U.S. holder, you will not be subject to backup withholding and information reporting on such a sale provided that:

�
the broker does not have actual knowledge or reason to know that you are a U.S. person and you have furnished to the
broker:

(1)
an appropriate IRS Form W-8 or an acceptable substitute form upon which you certify, under penalties of perjury,
that you are a non-U.S. person, or

(2)
other documentation upon which it may rely to treat the payment as made to a non-U.S. person in accordance with
U.S. Treasury regulations, or

�
you otherwise establish an exemption.

        If you fail to establish an exemption and the broker does not possess adequate documentation of your status as a non-U.S. person, the
payments may be subject to information reporting and backup withholding. However, backup withholding will not apply with respect to
payments made outside the U.S. to an offshore account maintained by you unless the payor has actual knowledge that you are a U.S. person. We
and other payors are required to report payments of interest and constructive distributions on your debentures and dividends on your common
stock on IRS Form 1042-S even if the payments are not otherwise subject to information reporting requirements.

        In general, payment of the proceeds from the sale of debentures or common stock effected at a foreign office of a broker will not be subject
to information reporting or backup withholding. However, a sale effected at a foreign office of a broker will be subject to information reporting
and backup withholding if:

�
the proceeds are transferred to an account maintained by you in the U.S.,

�
the payment of proceeds or the confirmation of the sale is mailed to you at a U.S. address, or

�
the sale has some other specified connection with the U.S. as provided in U.S. Treasury regulations,

unless the broker does not have actual knowledge or reason to know that you are a U.S. person and the documentation requirements described
above (relating to a sale of debentures or common stock effected at a U.S. office of a broker) are met or you otherwise establish an exemption.

        In addition, payment of the proceeds from the sale of debentures or common stock effected at a foreign office of a broker will be subject to
information reporting if the sale is effected at a foreign office of a broker that is:

�
a U.S. person,

�
a controlled foreign corporation for U.S. tax purposes,

�
a foreign person 50% or more of whose gross income is effectively connected with the conduct of a U.S. trade or business
for a specified three-year period, or

�
a foreign partnership, if at any time during its tax year:

(1)
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one or more of its partners are "United States persons", as defined in U.S. Treasury regulations, who in the
aggregate hold more than 50% of the income or capital interest in the partnership, or

(2)
such foreign partnership is engaged in the conduct of a U.S. trade or business,

unless the broker does not have actual knowledge or reason to know that you are a U.S. person and the documentation requirements described
above (relating to a sale of debentures or common stock effected at a U.S. office of a broker) are met or you otherwise establish an exemption.
Backup withholding will apply if the sale is subject to information reporting and the broker has actual knowledge that you are a U.S. person.
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SELLING SECURITYHOLDERS

        The debentures were originally issued by us to the initial purchasers in a private offering exempt from the registration requirements of the
Securities Act of 1933, and were immediately resold by the initial purchasers to persons reasonably believed by them to be "qualified
institutional buyers" as defined by Rule 144A under the Securities Act. The selling securityholders, including their transferees, pledgees or
donees or their successors, may from time to time offer and sell pursuant to this prospectus or a supplement hereto any or all of the debentures
and common stock into which the debentures are convertible. When we refer to "selling securityholders" in this prospectus, we mean those
persons listed in the table below, as well as the permitted pledges, donees, assignees, transferees, successors and others who later hold any of the
selling securityholders' interests.

        The table below sets forth the name of each selling securityholder, the principal amount of debentures beneficially owned by each selling
securityholder that may be offered pursuant to this prospectus and the number of shares of common stock into which those debentures are
convertible. Unless set forth below, to our knowledge, none of the selling securityholders has, or within the past three years has had, any
material relationship with us or any of our predecessors or affiliates.

        We have prepared the table based on information given to us by or on behalf of the selling securityholders on or prior to January 5, 2004.
The selling securityholders may offer all, some or none of the debentures or common stock into which the debentures are convertible. Because
the selling securityholders may offer all or some portion of the debentures or the common stock, no estimate can be given as to the amount of the
debentures or the common stock that will be held by the selling securityholders upon termination of any sales. In addition, the selling
securityholders identified below may have sold, transferred or otherwise disposed of all or a portion of their debentures since the date on which
they provided the information regarding their debentures in transactions exempt from the registration requirements of the Securities Act.

        Information concerning the selling securityholders may change from time to time and any changed information will be set forth in
supplements to this prospectus if and when necessary.

Name

Principal Amount of
Debentures Owned
Before Offering and

Offered for Sale

Number of Shares
of Common Stock

Owned Before
Offering(1)

Number of Shares
of Common Stock

Offered for
Sale(1)

Number of Shares
of Common Stock

Owned After
Offering

Percentage of
Common Stock

Owned After
Offering(2)

Abitex Master
Fund, L.P. $ 15,000,000 219,170 219,170 0 *
AG Domestic
Convertible, L.P. $ 9,800,000 143,191 143,191 0 *
AG Offshore
Convertibles, Ltd. $ 18,200,000 265,926 265,926 0 *
AIG DKR
SandShore Oasis
Holding Fund
Ltd. $ 3,000,000 43,834 43,834 0 *
AIG DKR
SandShore
Strategic Holding
Fund Ltd. $ 5,000,000 86,773 73,057 13,716 *
Alexian Brothers $ 250,000 3,653 3,653 0 *

$ 1,000,000 237,168 14,611 222,557 *
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Allstate Insurance
Company

Name

Principal Amount of
Debentures Owned
Before Offering and

Offered for Sale

Number of Shares
of Common Stock

Owned Before
Offering(1)

Number of Shares
of Common Stock

Offered for
Sale(1)

Number of Shares
of Common Stock

Owned After
Offering

Percentage of
Common Stock

Owned After
Offering(2)

Allstate Life
Insurance
Company $ 3,500,000 237,168 51,140 186,028 *
Aloha Airlines
Non-Pilots
Pension Trust $ 145,000 2,119 2,119 0 *
Aloha Pilots
Retirement Trust $ 75,000 1,096 1,096 0 *
Amerisure
Mutual Insurance
Company $ 515,000 7,525 7,525 0 *
AmerUS Life
Insurance Co. $ 1,500,000 21,917 21,917 0 *
Argent Classic
Convertible
Arbitrage Fund
II, L.P. $ 200,000 2,922 2,922 0 *
Argent Classic
Convertible
Arbitrage Fund
L.P. $ 1,200,000 17,534 17,534 0 *
Bank Julius Baer
& Co. Ltd. $ 680,000 9,936 9,936 0 *
Bankers Life
Insurance
Company of New
York $ 100,000 1,461 1,461 0 *
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Bay County PERS $ 145,000 2,119 2,119 0 *
Bear, Stearns & Co.,
Inc. $ 12,500,000 182,641 182,641 0 *
Black Diamond
Convertible Offshore
LDC $ 1,772,000 25,891 25,891 0 *
Black Diamond
Offshore Ltd. $ 984,000 14,378 14,378 0 *
BNP Paribas Arbitrage $ 17,500,000 255,698 255,698 0 *
C&H Sugar Company
Inc. $ 185,000 2,703 2,703 0 *
DBAG�London $ 8,000,000 116,890 116,890 0 *
Dodeca Fund, L.P. $ 490,000 7,160 7,160 0 *
Double Black Diamond
Offshore LDC $ 5,064,000 73,992 73,992 0 *
Drury University $ 30,000 438 438 0 *
Fore Convertible
Master Fund, Ltd. $ 1,750,000 25,570 25,570 0 *
Global Bermuda
Limited Partnership $ 5,100,000 74,518 74,518 0 *
Guggenheim Portfolio
Co. XV, LLC $ 1,000,000 20,332 14,611 5,721 *
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Guggenheim Portfolio
Company VII, LLC $ 438,000 6,400 6,400 0 *
Hawaiian Airlines
Employees Pension
Plan�IAM $ 50,000 731 731 0 *
Hawaiian Airlines
Pension Plan for
Salaried Employees $ 10,000 146 146 0 *
Hawaiian Airlines
Pilots Retirement Plan $ 135,000 1,973 1,973 0 *
HBK Master Fund L.P. $ 5,000,000 509,286 73,057 436,229 *
Healthnow New York,
Inc. $ 300,000 4,383 4,383 0 *
Hillbloom Foundation $ 60,000 877 877 0 *
IL Annuity and
Insurance Co. $ 8,400,000 122,735 122,735 0 *
Inflective Convertible
Opportunity Fund I,
L.P. $ 10,000 146 146 0 *
Innovest Finanzdienstle $ 1,815,000 26,520 26,520 0 *
JMG Capital Partners
LP $ 6,000,000 354,323 87,668 266,655 *
JMG Triton Offshore
Fund, Ltd. $ 6,000,000 354,323 87,668 266,655 *
KBC Financial
Products USA Inc. $ 980,000 40,207 14,319 25,888 *
Lakeshore International
Limited $ 20,400,000 298,071 298,071 0 *
Louisiana CCRF $ 210,000 3,068 3,068 0 *
MAG Mutual Insurance
Convertible $ 175,000 2,557 2,557 0 *
Man Convertible Bond
Master Fund, Ltd. $ 1,811,000 26,461 26,461 0 *
Man Mac 1 Limited $ 437,000 6,385 6,385 0 *
Marathon Global
Convertible Master
Fund, Ltd. $ 7,500,000 109,585 109,585 0 *
Maystone Continuum
Master Fund, LTD. $ 3,000,000 43,834 43,834 0 *
McMahan Securities
Co. L.P. $ 30,000 438 438 0 *
Medical
Liability�Convertible $ 15,500,000 226,475 226,475 0 *
MLQA Convertible
Securities Arbitrage $ 5,000,000 73,057 73,057 0 *
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Nicholas Applegate
Capital Management
Investment Grade
Convertible Fund $ 20,000 292 292 0 *
Nisswa Master Fund
Ltd. $ 5,000,000 73,057 73,057 0 *
Nomura Securities
Intl Inc. $ 30,000,000 438,339 438,339 0 *
OHIC�Convertible
Bonds $ 800,000 11,689 11,689 0 *
Pacific Life Insurance
Company/Mac & Co. $ 1,000,000 14,611 14,611 0 *
Physicians'
Reciprocal Insurers

$ 1,600,000 23,378 23,378 0 *
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Account #7
PLICA�Convertible $ 75,000 1,096 1,096 0 *
Primex Convertibles $ 125,000 1,826 1,826 0 *
Primex, LTD $ 125,000 1,826 1,826 0 *
Prince Med Liability
Conv. $ 2,775,000 40,546 40,546 0 *
Ramius Capital
Group $ 1,000,000 14,611 14,611 0 *
Ramius Master Fund,
LTD $ 3,800,000 74,760 55,523 19,237 *
Ramius Partners II,
LP $ 250,000 3,653 3,653 0 *
Ramius, LP $ 100,000 3,342 1,461 1,881 *
RCG Baldwin $ 400,000 9,613 5,845 3,769 *
RCG Latitude Master
Fund, LTD $ 5,200,000 108,982 75,979 33,003 *
RCG Multi Strategy
Master Fund, LTD $ 1,500,000 30,856 21,917 8,939 *
Salomon Brothers
Asset Management,
Inc. $ 5,900,000 86,207 86,207 0 *
Satellite Convertible
Arbitrage Master
Fund, LLC $ 32,500,000 474,867 474,867 0 *
SG Cowen Securities
Group $ 3,000,000 43,834 43,834 0 *
St. Thomas Trading,
Ltd. $ 3,189,000 46,595 46,595 0 *
State of Oregon/SAIF
Corporation $ 4,500,000 65,751 65,751 0 *
Sutton Brook Capital
Portfolio LP $ 7,500,000 109,585 109,585 0 *
TD Securities (USA)
Inc. $ 4,375,000 63,924 63,924 0 *
Teachers Insurance
and Annuity
Association of
America $ 15,500,000 226,475 226,475 0 *
Thrivent Financial for
Lutherans $ 5,000,000 76,607 73,057 3,550 *
TQA Master Fund
LTD. $ 275,000 4,018 4,018 0 *
Transamerica Life
Insurance and
Annuities Co. $ 30,000,000 438,339 438,339 0 *
Triborough Partners
International Ltd. $ 3,850,000 56,254 56,254 0 *
Triborough Partners
LLC $ 1,650,000 24,109 24,109 0 *
UBS Oconnor LLC
F/B/O Oconnor
Global Convertible
Arbitrage Master
Limited $ 2,500,000 36,528 36,528 0 *
US Bank FBO
Benedictine Health
Systems $ 240,000 3,507 3,507 0 *
Wachovia Bank
National Association $ 6,000,000 87,668 87,668 0 *
Wachovia Securities
LLC $ 2,000,000 29,223 29,223 0 *

$ 12,500,000 182,641 182,641 0 *
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White River
Securities L.L.C.
Wilmington Trust Co.
as Owner & TTEE for
the Forestal Master
Trust $ 12,500,000 182,641 182,641 0 *
Worldwide
Transactions Ltd. $ 180,000 2,630 2,630 0 *

43

Xavex Convertible Arbitrage 10
Fund $ 400,000 5,845 5,845 0 *
Xavex Convertible Arbitrage 5
Fund $ 750,000 86,047 10,958 75,089 *
All other holders of debentures
or future transferees, pledgees or
donees or their successors(3) $ 93,975,000 1,373,097 1,373,097 0 *

Total $ 500,000,000 8,874,568 7,305,650 1,568,918 *

*
Less than one percent.

(1)
Assumes conversion of all of the holder's debentures at a conversion rate of 14.6113 shares of common stock per $1,000 principal
amount of debentures. This conversion rate is subject to adjustment, however, as described under "Description of
Debentures�Conversion Rights". As a result, the number of shares of common stock issuable upon conversion of the debentures may
increase or decrease in the future. Excludes shares of common stock that may be issued by us upon the repurchase of debentures by us
at the option of the holder. In addition, the number of shares of common stock listed for each holder does not include fractional shares.
Holders will receive a cash adjustment for any fractional share amount resulting from conversion of the debentures, as described under
"Description of Debentures�Conversion Rights."

(2)
Calculated based on 187,115,082 shares of common stock outstanding as of December 31, 2003. In calculating this amount for each
holder, we treated as outstanding the number of shares of common stock issuable upon conversion of all of that holder's debentures,
but we did not assume conversion of any other holder's debentures.

(3)
Information about additional selling securityholders, if any, will be set forth from time to time in prospectus supplements or
post-effective amendments to the registration statement of which this prospectus forms a part.
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PLAN OF DISTRIBUTION

        We are registering the debentures and shares of our common stock covered by this prospectus to permit holders to conduct secondary
trading of these securities from time to time after the date of the prospectus. We have agreed, among other things, to bear all expenses, other
than underwriting discounts and selling commissions, in connection with the registration and sale of the debentures and the shares of our
common stock covered by this prospectus. We will not receive any of the proceeds from the offering of debentures or the shares of our common
stock by the selling securityholders.
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        The selling securityholders, or their pledgees, donees or transferees of, or other successors in interest to, the selling securityholders, may
sell all or a portion of the debentures and shares of our common stock beneficially owned by them and offered hereby from time to time directly
or through underwriters, broker-dealers or agents, who may receive compensation in the form of discounts, commissions or concessions from the
selling securityholders or from the purchasers of the debentures and shares of our common stock for whom they may act as agent. The
debentures and the shares of our common stock may be sold from time to time in one or more transactions at fixed prices, which may be
changed, prevailing market prices at the time of sale, varying pricing determined at the time of sale or negotiated prices. These prices will be
determined by the holders of the securities or by agreement between these holders and underwriters or dealers who may receive fees or
commissions in connection with the sale. The aggregate proceeds to the selling securityholders from the sale of debentures or shares of our
common stock offered by them hereby will be the purchase price of the debentures or shares of our common stock less discounts and
commissions, if any.

        The sale of the debentures of shares of common stock may be effected in one or more of the following methods:

�
on any national securities exchange or quotation service on which the debentures or shares of common stock may be listed or
quoted at time of sale;

�
in transactions otherwise than on such exchanges or services in the over-the-counter market;

�
through the writing of options, whether the options are listed on an option exchange or otherwise; or

�
through the settlement of short sales.

        These transactions may include crosses or block transactions. Crosses are transaction in which the same broker acts as agent on both sides
of the trade.

        In connection with the sales of debentures and shares of our common stock or otherwise, the selling securityholders or their successors in
interest may enter into hedging transactions with broker-dealers or other financial institutions. These broker-dealers or other financial institutions
may in turn engage in short sales of the debentures and shares of our common stock in the course of hedging their positions.

        The selling securityholders or their successors in interest may also sell the debentures and shares of our common stock short and deliver
debentures and shares of our common stock to close out short positions, or loan or pledge debentures and shares of our common stock to
broker-dealers that in turn may sell the debentures and shares of our common stock.

        To our knowledge, there are currently no plans, arrangements or understandings between any selling securityholders and any underwriter,
broker-dealer or agent regarding the sale of debentures and the shares of our common stock by the selling securityholders. Selling
securityholders may not sell any, or may not sell all, of the debentures and the shares of our common stock offered by them pursuant to this
prospectus. In addition, we cannot assure you that a selling securityholder will not transfer the debentures or the shares of our common stock by
other means not described in this prospectus.

        In addition, any debentures or shares of common stock that qualify for resale pursuant to Rule 144 or Rule 144A of Securities Act may be
sold under Rule 144 and Rule 144A of the Securities Act rather than pursuant to this prospectus.

        The outstanding shares of our common stock are listed for trading on the Nasdaq National Market.
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        The selling securityholders and any broker and any broker-dealers, agents or underwriters that participate with the selling securityholders in
the distribution of the debentures or the shares of our common stock may be deemed to be "underwriters" within the meaning of the Securities
Act. In this case, any commissions received by these broker-dealers, agents or underwriters and any profit on the resale of the debentures or the
shares of our common stock purchased by them may be deemed to be underwriting commissions or discounts under the Securities Act. In
addition, any profits realized by the selling securityholders may be deemed to be underwriting commissions.
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        We entered into a registration rights agreement for the benefit of the securityholders to register their debentures and common stock under
applicable federal and state securities laws under specific circumstances and at specific times. The registration rights agreement provides for
cross-indemnification of the selling securityholders and us and their and our respective directors, officers and controlling persons against
specific liabilities in connection with the offer and sale of the debentures and the common stock, including liabilities under the Securities Act.
We will pay substantially all of the expenses incurred by the selling securityholders incident to the offering and sale of the debentures and the
common stock.

        Our obligation to keep the registration statement of which this prospectus is a part effective is subject to specified, permitted exceptions. In
these cases, we may prohibit offers and sales of debentures and shares of our common stock pursuant to such registration statement.

VALIDITY OF THE DEBENTURES

        The validity of the debentures and shares of common stock issuable upon conversion of the debentures will be passed upon for us by
Sullivan & Cromwell LLP, Los Angeles, California.

EXPERTS

        Ernst & Young LLP, independent auditors, have audited our 2002 Consolidated Financial Statements and schedule included in our Annual
Report on Form 10-K for the year ended December 31, 2002, as set forth in their report, which is incorporated by reference in this prospectus
and elsewhere in the registration statement. Our financial statements and schedule are incorporated by reference in reliance on Ernst & Young
LLP's report, given on their authority as experts in accounting and auditing.

        The consolidated financial statements of Chiron Corporation as of December 31, 2001 and for each of the years in the two-year period
ended December 31, 2001, and the related consolidated financial statement schedule have been incorporated by reference in this prospectus in
reliance upon the report of KPMG LLP, independent accountants, also incorporated by reference herein, and upon the authority of said firm as
experts in accounting and auditing.

        The consolidated financial statements of PowderJect Pharmaceuticals plc as of March 31, 2003 and for the year then ended, incorporated in
this prospectus by reference to the audited historical financial statements of PowderJect Pharmaceuticals plc included in Chiron Corporation's
current report on Form 8-K/A dated September 22, 2003 have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP,
independent auditors, given on the authority of said firm as experts in accounting and auditing.
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