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PROSPECTUS

$500,000,000 principal amount
1% Convertible Senior Notes due 2023
and 7,333,550 shares of common stock issuable
upon conversion of the notes

This prospectus covers resales by the holders of our 1% Convertible Senior Notes due 2023 and shares of our common stock into which the
notes are convertible. The notes and the common stock may be sold from time to time by or on behalf of selling securityholders.

We will not receive any proceeds from the resale of our notes or common stock hereunder. The notes bear interest at a rate of 1% per
annum on the principal amount of the notes. Interest is payable semi-annually in arrears on July 15 and January 15 of each year, beginning on
January 15, 2004. In addition, beginning with the six-month interest period commencing on July 15, 2006 we will pay contingent interest during
a six-month interest period if the average trading price of a note is above a specified level as described in this prospectus. The notes will mature
on July 15, 2023. We and each holder of the notes agree in the indenture to treat the notes as contingent payment debt instruments for U.S.
federal income tax purposes. See "Material United States Federal Income Tax Considerations."

CONVERSION

The notes are convertible prior to maturity into shares of our common stock at an initial conversion rate of 14.6671 shares per $1,000
principal amount of notes (which represents a conversion price of approximately $68.18 per share), subject to adjustment, under the following
circumstances: (i) holders may convert their notes, in whole or in part, during any calendar quarter (beginning with the quarter ended
December 31, 2003), if, as of the last trading day of the preceding calendar quarter, the last reported sale price of our common stock on at least
20 trading days (whether or not consecutive) in the period of 30 consecutive trading days ending on the last trading day of such immediately
preceding calendar quarter exceeds 120% of the applicable conversion price on the last trading day of such immediately preceding calendar
quarter; (ii) holders may convert their notes, in whole or in part, if the trading price of the notes is below a particular level for five consecutive
trading days under certain circumstances; (iii) holders may convert any of their notes (and only those notes) that have been called for
redemption; or (iv) holders may convert their notes, in whole or in part, upon the occurrence of specified corporate transactions described in this
prospectus. Our common stock is listed on the Nasdaq National Market under the symbol "MEDI." On August 4, 2004, the last reported sale
price of our common stock was $22.53 per share.

REDEMPTION AND REPURCHASE

On or after July 15, 2006, we may at our option redeem the notes, in whole or in part, for cash, at a redemption price equal to 100% of the
principal amount of notes to be redeemed, plus any accrued and unpaid interest, contingent interest, if any, and liquidated damages, if any, to,
but excluding, the redemption date. On each of July 15, 2006, July 15, 2009, July 15, 2013 and July 15, 2019, holders may require us to
purchase all or a portion of their notes for cash at a purchase price equal to 100% of the principal amount of notes to be purchased, plus any
accrued and unpaid interest, contingent interest, if any, and liquidated damages, if any, to, but excluding, such date. Holders may require us to
repurchase all or a portion of their notes for cash upon a change in control, as defined in this prospectus, at a purchase price equal to 100% of the
principal amount of the notes to be repurchased, plus any accrued and unpaid interest, contingent interest, if any, and liquidated damages, if any,
to, but excluding, the repurchase date.

Investing in the notes and the common stock issuable upon conversion of the notes involves risks. See ''Risk Factors'' beginning on
page 8.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved these securities
or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
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The notes have been eligible for trading on the Private Offerings, Resales and Trading through Automated Linkages, or "PORTAL,"
Market of the National Association of Securities Dealers, Inc. Notes sold pursuant to this prospectus are not expected to remain eligible for
trading on the PORTAL Market. The notes will not be listed on any securities exchange or on the Nasdaq National Market.

The date of this prospectus is , 2004
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You should rely only on the information contained or incorporated by reference in this prospectus. No dealer, salesperson or other person is
authorized to give information that is not contained in this prospectus. This prospectus is not an offer to sell nor is it seeking an offer to buy
these securities in any jurisdiction where the offer or sale is not permitted. The information contained in this prospectus is correct only as of the
date hereof, regardless of the time of the delivery of this prospectus or any sale of these securities.
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PROSPECTUS SUMMARY

The following summary is qualified 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.

Our Company

We are a leading biotechnology company focused on researching, developing and commercializing products to prevent or treat infectious
disease, autoimmune disease and cancer. Our core competencies are in the areas of monoclonal antibodies and vaccines.

We were founded in 1988 and are headquartered in Gaithersburg, Maryland. We established an oncology subsidiary (MedImmune
Oncology, Inc.) following the acquisition of U.S. Bioscience, Inc. in November 1999. In January 2002, we acquired Aviron, a California-based
vaccines company for $1.6 billion, which became our vaccines subsidiary (MedImmune Vaccines, Inc.). In July 2002, we also created a venture
capital subsidiary (MedImmune Ventures, Inc.).

We market Synagis (palivizumab), FluMist (influenza virus vaccine live, intranasal), Ethyol (amifostine) and CytoGam (cytomegalovirus
immune globulin intravenous (human)). Synagis is an antibody that provides the immune system with an increased ability to prevent infection
with respiratory syncytial virus ("RSV"), the leading cause of lower respiratory tract infections and pneumonia in infants and children
worldwide. FluMist is an influenza vaccine delivered as a nasal mist, indicated for healthy people 5-49 years of age. Ethyol is a product that
reduces the unwanted impact of certain side effects of chemotherapy and radiation therapy when used to treat certain types of cancer. CytoGam
is a blood plasma product that provides the immune system with an increased ability to prevent infection with cytomegalovirus ("CMV"), a
herpes virus that contributes significantly to morbidity and mortality in organ transplant patients. We market these products through our own
U.S.-based specialty sales and marketing organization. To support these efforts, we have also entered into co-promotion agreements with other
companies to market our products in certain geographical regions, including the United States.

In addition, we receive de minimis sales revenue from RespiGam (respiratory syncytial virus immune globulin intravenous (human)) and
NeuTrexin (trimetrexate glucuronate for injection). RespiGam is a blood plasma product that has also been used to prevent RSV, but has been
primarily replaced in the marketplace by Synagis. NeuTrexin is a product that has been approved as an alternative therapy for the treatment of a
certain pneumonia in immunocompromised patients, such as AIDS patients. NeuTrexin use has steadily declined in recent years due to
improvements in drugs to treat AIDS.

We have clinical, research and development staff in the U.S. through which we are developing a pipeline of product candidates for potential
commercialization. In addition to our internal efforts, we have established clinical, research and development collaborations with other
companies and organizations for the development of potential products.

We operate five commercial manufacturing facilities in the U.S. and Europe. These include a biologics facility in Frederick, Maryland; a
fill and finish facility for Ethyol and NeuTrexin in Nijmegen, the Netherlands; a pilot manufacturing facility in Gaithersburg, Maryland; a
FluMist fill and finish plant in Philadelphia, Pennsylvania; and a FluMist bulk supply facility in Speke, England. Our principal executive offices
are located at One MedImmune Way, Gaithersburg, Maryland 20878, and our telephone number is (301) 398-0000. Our website is located at

www.MedImmune.com. Information in our website is not a part of this prospectus.

As used in this prospectus, the words "we," "us," "our" and "MedImmune" refer to MedImmune, Inc., a Delaware corporation, and in
certain cases, its subsidiaries.
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THE NOTES

We issued and sold $500 million aggregate principal amount of the notes on July 15, 2003, in a private offering to Merrill Lynch & Co. and
UBS Investment Bank (the "Initial Purchasers"). We were advised by the Initial Purchasers that the notes were resold in transactions which were
exempt from registration requirements of the Securities Act of 1933, as amended (the "Securities Act"), to persons believed by the Initial
Purchasers to be "qualified institutional buyers" (as defined in Rule 144 A under the Securities Act).

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

Notes $500 million aggregate principal amount of 1% Convertible Senior Notes due 2023.
Maturity July 15, 2023, unless earlier redeemed, repurchased or converted.
Interest We will pay interest on the notes semiannually in arrears at an annual rate of 1%. The

interest payment dates for the notes are January 15 and July 15 of each year,
commencing January 15, 2004.

Contingent Interest Beginning with the six-month interest period commencing July 15, 2006, we will pay
contingent interest during any six-month interest period if the average trading price, as
defined herein, of a note for the five trading days ending on and including the third
trading day immediately preceding the first day of such six-month interest period equals
or exceeds 120% of the principal amount of such note. The contingent interest payable
per $1,000 principal amount of a note in respect of any six-month interest period in
which contingent interest is payable will be equal to 0.175% per six-month period of the
average trading price per $1,000 principal amount of such note for the applicable five
trading day reference period ending on and including the third trading day immediately
preceding the first day of such six-month interest period.

For more information about contingent interest, see "Description of Notes Contingent
interest."

Ranking The notes are our senior, unsecured obligations. Your right to payment under the notes
is:

effectively subordinated to the rights of our secured creditors, if any, to the
extent of their security interests in our assets;

equal with the rights of our creditors under our other unsecured, unsubordinated
debt;

senior to the rights of our creditors under any indebtedness we may issue in the
future that is expressly subordinated to the notes; and

2
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effectively subordinated to all existing and future indebtedness and other
liabilities of our subsidiaries.

At June 30, 2004, we had approximately $7.5 million of secured indebtedness that would
effectively rank senior to the notes. See "Risk Factors Risks related to the notes The notes
are effectively subordinated to our secured debt and to all debt and other liabilities of our
subsidiaries."

Conversion Rights Holders may convert their notes into shares of our common stock only under the
following circumstances and to the following extent:

holders may convert their notes, in whole or in part, during any calendar quarter
(beginning with the quarter ended December 31, 2003) if, as of the last trading
day of the preceding calendar quarter, the last reported sale price of our
common stock on at least 20 trading days (whether or not consecutive) in the
period of 30 consecutive trading days ending on the last trading day of such
immediately preceding calendar quarter exceeds 120% of the applicable
conversion price on the last trading day of such immediately preceding calendar
quarter;

holders may convert their notes, in whole or in part, if the trading price of the
notes is below a particular level for five consecutive trading days under certain
circumstances;

holders may convert any of their notes (and only those notes) that have been
called for redemption; or

holders may convert their notes, in whole or in part, upon the occurrence of
specified corporate transactions described under "Description of
Notes Conversion rights Conversion upon specified corporate transactions."

Holders may convert their notes into shares of our common stock at an initial conversion
rate of 14.6671 shares of our common stock per $1,000 principal amount of notes. This
represents an initial conversion price of approximately $68.18 per share of our common
stock. As described in this prospectus, the conversion rate may be adjusted for certain
reasons. See "Description of Notes Conversion rights."

Optional Redemption On or after July 15, 2006, we may, at our option, redeem for cash all or part of the notes,
at any time and from time to time for a price equal to 100% of the principal amount of
the notes to be redeemed, plus any accrued and unpaid interest, contingent interest, if
any, and liquidated damages, if any, to, but excluding, the redemption date. See
"Description of Notes Redemption of notes at our option."
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Purchase of notes by us at the option of the holder You have the right to require us to purchase all or a portion of your notes for cash on
July 15, 2006, July 15, 2009, July 15, 2013, and July 15, 2019 (each, a "purchase date").
In each case, the purchase price payable will be equal to 100% of the principal amount
of the notes to be purchased plus any accrued and unpaid interest, contingent interest, if
any, and liquidated damages, if any, to, but excluding, the purchase date. See
"Description of Notes Purchase of notes by us at the option of the holder."

Purchase of notes by us at the option of the holder If we undergo a change in control (as defined in this prospectus) prior to July 15, 2006,

upon change in control you will have the right, at your option, to require us to purchase all or any portion of
your notes for cash. The change in control purchase price will be equal to 100% of the
principal amount of the notes to be purchased plus any accrued and unpaid interest,
contingent interest, if any, and liquidated damages, if any, to, but excluding, the change
in control purchase date. See "Description of Notes Change in control permits purchase
of notes by us at the option of the holder."

U.S. federal income tax considerations We and each holder of the notes agree in the indenture to treat the notes as contingent
payment debt instruments for U.S. federal income tax purposes. As a holder of notes,
you agree to accrue original issue discount on a constant yield to maturity basis at a rate
comparable to the rate at which we could have borrowed at the time of the original
issuance of the notes in a noncontingent, nonconvertible borrowing with terms and
conditions otherwise comparable to those of the notes, subject to a minimum yield equal
to the applicable federal rate (based on the overall maturity of the notes) 4.13%,
compounded semiannually even though the notes will have a significantly lower stated
yield to maturity. You may recognize taxable income in each year significantly in excess
of interest payments (whether fixed or contingent) actually received that year.
Additionally, you will generally be required to recognize ordinary income on the gain, if
any, realized on a sale, exchange, conversion or redemption of the notes. In the case of a
conversion, this gain will be measured by the fair market value of the stock received. A
summary of the U.S. federal income tax consequences of ownership of the notes and our
common stock is described in this prospectus under the heading "Material United States
Federal Income Tax Considerations." Owners of the notes should consult their tax
advisors as to the U.S. federal, state, local, foreign and other tax consequences of
acquiring, owning and disposing of the notes and our common stock.

4
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Use of Proceeds We will not receive any proceeds from the sale of the
notes or the shares of common stock offered by this
prospectus.

Trading The notes will not be listed on any securities exchange or

the Nasdaq National Market. Our common stock is listed
on the Nasdaq National Market under the symbol
"MEDIL."

Risk Factors

In analyzing an investment in the notes or the common stock into which the notes are convertible offered by this prospectus, prospective

investors should carefully consider, along with the other matters referred to and incorporated by reference in this prospectus, the information set

forth under "Risk Factors."

10



Edgar Filing: MEDIMMUNE INC /DE - Form POS AM

SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial data set forth below for each of the years ended December 31, 1999 through 2003 have been
derived from our audited consolidated financial statements. Our consolidated financial statements as of December 31, 2002 and 2003 and for the
three years in the period ended December 31, 2003 and PricewaterhouseCoopers LLP's audit report with respect thereto have been incorporated
by reference into this prospectus. The selected consolidated financial data for the six months ended June 30, 2003 and 2004 and as of June 30,
2004 have been derived from our unaudited condensed consolidated interim financial statements and, in our opinion, reflect all adjustments,
consisting of only normal recurring adjustments, necessary for a fair presentation of such data. You should read this table in conjunction with
our audited consolidated financial statements and related notes, our unaudited condensed consolidated interim financial statements and related
notes and "Management's discussion and analysis of financial condition and results of operations" incorporated by reference in this prospectus.
The summary consolidated financial data for the six months ended June 30, 2004 are not necessarily indicative of the results that can be
expected for any interim period or for the full fiscal year ending December 31, 2004.

Fiscal year end December 31, Six Months Six Months
ended ended
June 30, June 30,
Statement of Operations Data 1999(1)(3) 2000(3) 2001(3) 2002(2)(3) 2003 2003(3) 2004
(in thousands, except per share data)

Total revenues $ 384,361 541,955 $ 620,664 $ 852,684 $ 1,054,334 $ 547,151 $ 582,677
Gross profit 267,608 369,943 442,807 589,065 702,798 384,702 378,432

Earnings (loss) before cumulative

effect of a change in accounting

principle 93,371 144,977 148,960 (1,098,015) 183,204 122,975 10,715
Net earnings (loss) 93,371 111,156 148,960 (1,098,015) 183,204 122,975 10,715
Basic earnings (loss) per share

Earnings (loss) before cumulative

effect of a change in accounting

principle 0.49 0.69 0.70 (4.40) 0.73 0.49 0.04

Net earnings (loss) 0.49 0.53 0.70 (4.40) 0.73 0.49 0.04
Diluted earnings (loss) per share

Earnings (loss) before cumulative

effect of a change in accounting

principle 0.44 0.66 0.68 (4.40) 0.72 0.48 0.04

Net earnings (loss) 0.44 0.50 0.68 (4.40) 0.72 0.48 0.04

As of As of
December 31, June 30,

Balance Sheet Data 2003 2004
Cash and marketable securities $ 1,900,149 $ 1,774,886
Total assets 2,794,670 2,427,763
Total liabilities 1,095,452 722,857
Shareholders' equity 1,699,218 1,704,906

€]

Includes deferred income tax benefit of $40,973.

@

Includes a charge for acquired in-process research and development, in connection with the Company's acquisition of Medlmmune Vaccines, Inc. on
January 10, 2002, and the results of operations of MedImmune Vaccines from the acquisition date.

3

Certain prior year amounts have been reclassified to conform to the current presentation.

6
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RATIO OF EARNINGS TO FIXED CHARGES

The following table presents our ratio of earnings to fixed charges for the years ended December 31, 1999 through 2003 and for the six
months ended June 30, 2003 and 2004:

Six Months Six Months
ended ended
June 30, June 30,
1999 2000 2001 2002 2003 2003 2004
Deficiency of earnings to fixed charges (in
thousands) $ (1,050,461)(1)
Ratio of earnings to fixed charges 16x 112x 174x 18x 31x 4x

(6))
Reflects the charge of approximately $1,179.3 million of required in-process research and development expense and other charges in connection with
the acquisition of MedImmune Vaccines, Inc. on January 10, 2002. See Note 3 to the Consolidated Financial Statements in our annual report on
Form 10-K for the year ended December 31, 2003, which is incorporated by reference in this prospectus.

Earnings represent our income from continuing operations before taxes that have been adjusted to exclude the effect of any fixed charges
that reduced such earnings.

Fixed charges include interest expense, amortization of bond premium, whether or not classified as such in the earnings statement, as well
as the portion of rental expense that is estimated to represent the interest portion (approximately 33%). Interest expense includes interest on our
then outstanding loans plus the amortization of deferred financing costs on such loans.

12
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RISK FACTORS

You should carefully consider and evaluate all of the information included and incorporated by reference in this prospectus, including the
risk factors listed below. Any of these risks could materially and adversely affect our business, results of operations and financial condition,
which in turn could materially and adversely affect the market price of the notes offered by this prospectus and the trading price of our common
stock.

Keep these risk factors in mind when you read forward-looking statements contained in this prospectus and the documents incorporated by
reference herein. These statements relate to our expectations about future events and time periods. In some cases, you can identify
forward-looking statements by terminology such as "may," "will," "intends,” "plans," "believes," "anticipates," "expects,"” "estimates,"
"predicts,” "potential,” "continue" or "opportunity," the negative of these words or words of similar import. Similarly, statements that describe
our future plans, strategies, intentions, expectations, objectives, goals or prospects are also forward-looking statements. Forward-looking
statements involve risks and uncertainties, and future events and circumstances could differ significantly from those anticipated in the

forward-looking statements.

"o

RISKS RELATED TO OUR BUSINESS
Our revenues are largely dependent on sales of Synagis.

Sales of Synagis accounted for approximately 83% of our total product sales in the first six months of 2004 and our revenues will continue
to be largely dependent on sales of Synagis for the foreseeable future. Any perceived or actual event or series of events that have an effect on
sales of Synagis will have a detrimental impact on us. Events which would affect sales of Synagis include, but are not limited to, any product
liability claims (whether supported or not), any manufacturing or supply delays, any sudden loss of inventory, any inability to satisfy product
demand, any unsuccessful sales or marketing strategies and any change in the reimbursement rate for Synagis by private or public insurance
carriers or programs. In addition, Synagis is a biological product regulated and approved for marketing in the U.S. by the FDA and any adverse
change in the marketing approval or label for Synagis required by the FDA will have a detrimental impact on us. We have also created an
exclusive network for distribution of Synagis, which will have the effect of preventing certain entities from obtaining Synagis and may have the
effect of changing the reimbursement rate for Synagis by private or public insurance carriers or programs, any of which could result in reduced
sales.

The seasonal nature of a significant portion of our business causes significant fluctuations in quarterly operating results.

Sales of three of our products, Synagis, FluMist and RespiGam, are seasonal in nature. Synagis and RespiGam sales occur primarily in the
first and fourth quarters of the calendar year and FluMist sales occur primarily in the fourth quarter of the calendar year. This high concentration
of product sales in a portion of the year causes quarter-to-quarter operating results to vary widely and would exaggerate the adverse
consequences on our revenues of any manufacturing or supply delays, any sudden loss of inventory, any inability to satisfy product demand, the
inability to estimate the impact of returns and rebates, or of any unsuccessful sales or marketing strategies during the applicable sales season.
Furthermore, our current product base would limit our ability to offset in the second and third quarters any lower-than-expected sales of Synagis
during the first and fourth quarters.

We may not be able to successfully commercialize FluMist.

There can be no assurance that FluMist will achieve commercial success. There are a number of factors which make the commercialization
of FluMist difficult. These factors include, but are not limited to, significant competition in the marketplace by other influenza virus vaccines,
the higher cost of manufacturing FluMist relative to competing vaccines, perceived or actual risks related to the use of

13
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a live virus vaccine, lack of acceptance by the targeted patient population of the need for vaccination against influenza, lack of reimbursement
coverage by private or public insurance carriers or programs, lack of product accessibility by potential consumers, an inability to develop
alternative channels for sales, such as pharmacies, due to state or federal regulations or for other reasons and difficult storage requirements for
the transport and storage of the product. Furthermore, commercialization is dependent upon successful manufacturing of the product, which may
be adversely affected if we are unable to perform the complex annual update of the FluMist formulation for new influenza strains, if there are
problems or difficulties in the complex manufacturing process or if there is a sudden loss of inventory. There can also be no assurance that we
could successfully manufacture a quadravalent vaccine, should such a vaccine ever be required. Our FluMist product sales revenues are
dependent to a large extent on the price at which doses are sold and the number of returned doses. Since these values are not within our control,
there can be no assurance that our cost of goods will not exceed our revenues for this product. If we are unable to successfully commercialize
FluMist, the anticipated benefits of our acquisition of Aviron may not be realized, and our results of operations would be negatively impacted by
impairment charges for the write-down of manufacturing and intangible assets related to FluMist.

We may not be able to bring our product candidates to market.

Research and development activities are costly and may not be successful, and there can be no assurance that any of our product candidates
will be approved for marketing by the FDA or the equivalent regulatory agency of any other country. A significant portion of our annual
operating budget is spent on research, development and clinical activities. Currently, numerous products are being developed that may never
reach clinical trials, achieve success in the clinic, be submitted to the appropriate regulatory authorities for approval, or be approved for
marketing or manufacturing by the appropriate regulatory authorities. There can also be no assurance that we will be able to generate additional
product candidates for our pipeline, either through internal research and development, or through the in-licensing of products or technology.
Even if a product candidate is approved for marketing by the applicable regulatory agency, there can be no assurance that we will be able to
successfully manufacture the product on a commercial scale or effectively commercialize the product.

A significant portion of our business is dependent on third parties.

We license a significant portion of the technology necessary for our business from third parties and we rely on third parties for a significant
portion of the clinical development, supply of components, manufacturing, distribution and promotion of our products. The actions of these third
parties are outside of our control and the failure of these third parties to act in accordance with their obligations to us would have a material
adverse effect on our business. Even if we are legally entitled to damages for a failure of a third party to fulfill its obligations to us, there can be
no assurance that such damages will adequately compensate us for indirect or consequential losses such as the damage to a product brand or our
reputation. If a third party does not fulfill its obligations to us, we may have to incur substantial additional costs, which could have a material
adverse effect on our business.

Defending product liability claims could be costly and divert focus from our business operations and product recalls may be
necessary.

Our products contain biologically active agents that can have the effect of altering the physiology of the person using the product.
Accordingly, as a developer, tester, manufacturer, marketer and seller of biological products, we may be subject to product liability claims that
may be costly to defend regardless of whether the claims have merit. If a claim were to be successful, there is no guarantee that the amount of
the claim would not exceed the limit of our insurance coverage. Further, a successful claim could reduce revenues related to the product, result
in the FDA taking regulatory action (including suspension of product sales for an indefinite period) or result in significant negative publicity
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for us or damage to the product brand. Any of these occurrences could have a material adverse effect on our business and could result in a
clinical trial interruption or cancellation. Additionally, product recalls may be necessary either in connection with product liability claims or for
other reasons. Any such recall would adversely affect sales of that product.

We may not be able to meet the market demand for our products.

We generally do not have or contract for redundant supply, production, packaging or other resources to manufacture our products. As a
result, we are at risk for business interruption if there is any disruption in the manufacturing chain. Difficulties or delays in our or our
contractors' manufacturing of existing or new products could increase our costs, cause us to lose revenue or market share and damage our
reputation. In addition, because our various manufacturing processes and those of our contractors are highly complex and are subject to a
lengthy FDA approval process, alternative qualified production capacity may not be available on a timely basis or at all.

We may lose product due to difficulties in the manufacturing process.

Our manufacturing operations expose us to a variety of significant risks, including: product defects; contamination of product or product
loss; environmental problems resulting from our production process; sudden loss of inventory and the inability to manufacture products at a cost
that is competitive with third-party manufacturing operations. Furthermore, we have not produced FluMist for commercial use for a sustained
period and may encounter additional unforeseeable risks as we develop additional commercial manufacturing experience with this product. In
addition, our facilities in the United Kingdom are unionized and may be subject to manufacturing interruptions due to labor action.

Contamination of our raw materials could adversely affect us.

As with other biotechnology companies, the manufacture of our products requires raw materials obtained from a variety of sources,
including, but not limited to, animal products or by-products. If these raw materials contain contaminants that are not removed by our approved
purification processes, it could result in a material adverse effect on our product sales, financial condition and results of operations and might
negatively impact our ability to manufacture those products for an indefinite period of time, regardless of whether such contamination has any
proven effect on the safety or efficacy of the product.

Reimbursement by government and third-party payers is critical for the success of our products.

The cost to individual consumers for purchase of our products can be significant. Accordingly, sales of our products are dependent to a
large extent on the insurance reimbursement available for our products. Actions by government and third-party payers to contain or reduce the
costs of health care by limiting reimbursement, increasing procedural hurdles to obtain reimbursement or by other means may have a material
adverse effect on sales of our products. In addition, there have been numerous proposals in the U.S., both at the state and federal level, as well as
in other countries that would, if adopted, affect the reimbursement of our products and have a material adverse effect on our business.

We rely upon a limited number of pharmaceutical wholesalers and distributors, which could impact our ability to sell our products.

We rely largely upon specialty pharmaceutical distributors and wholesalers to deliver our currently marketed products to the end users,
including physicians, hospitals, and pharmacies. There can be no assurance that these distributors and wholesalers will adequately fulfill the
market demand for our products, nor can there be any guarantee that these service providers will remain solvent. Given the high concentration of
sales to certain pharmaceutical distributors and wholesalers, we could experience
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a significant loss if one of our top customers were to declare bankruptcy or otherwise become unable to pay its obligations to us.
Obtaining and maintaining regulatory approvals to develop, manufacture and market our products is costly and time consuming.

The development, manufacturing and marketing of all of our products are subject to regulatory approval by the FDA in the U.S., as well as
similar authorities in other countries. The approval process for each product is lengthy and subject to numerous delays, which are generally not
in our control. There can be no assurance that any product candidate will be approved for marketing and, if approved, such approval may be
limited in scope in such a manner that would harm the product's potential for market success. Even after a product is approved for marketing, it
is still subject to continuing regulation. For example, if adverse event information about a product becomes available, we may be required by
applicable authorities to recall the product or notify health care providers of additional risks associated with use of the product. In addition, even
if we have complied with all applicable laws and regulations, the applicable regulatory authorities have the authority to and may revoke or limit
approvals or licenses without consulting us or obtaining our consent. If we fail to comply with applicable requirements, we may be subject to:
fines; seizure of products; total or partial suspension of production; refusal by the applicable authority to approve product license applications;
restrictions on our ability to enter into supply contracts; and criminal prosecution. If we are unable to obtain approvals on a timely basis or at all,
if the scope of approval is more limited than we expect or if we are unable to maintain approvals, our ability to successfully market products and
to generate revenues will be impaired.

Patent protection for our products may be inadequate or costly to enforce.

We may not be able to obtain effective patent protection for our products in development. There are extensive patent filings in the
biotechnology industry and the patent position of biotechnology companies generally is highly uncertain and involves complex legal and factual
questions. There can be no assurance that our patent applications will result in patents being issued or that, if issued, such patents will afford
protection against competitors with similar technology. Litigation may be necessary to enforce our intellectual property rights. Any such
litigation will involve substantial cost and significant diversion of our resources and there can be no assurance that any of our litigation matters
will result in an outcome that is beneficial to us.

If we fail to obtain and maintain any required intellectual property licenses from third parties, our product development and
marketing efforts will be limited.

Patents have been and will be issued to third parties, and patent applications have been filed by third parties, that claim one or more
inventions used in the development, manufacture or use of our products or product candidates. These patents (including any patents issuing from
pending patent applications), if valid and enforceable, would preclude our ability to manufacture, use or sell these products unless we obtain a
license from the applicable third party. These third parties are not generally required to provide us with a license and, as such, obtaining any
such licenses may not be possible or could be costly and impose significant royalty burdens on us. There can be no assurance that a license will
be available on terms acceptable us or at all, which could have a material adverse effect on our business. In addition, there can be no assurance
that we will be able to obtain an exclusive license to any such patent, and as a result, the third parties or their sublicencees may be able to
produce products that compete with those of us. Litigation may be necessary to challenge the intellectual property rights of third parties and
would involve significant cost and significant diversion of management's time and resources. There can be no assurance that any such litigation
will result in an outcome that is beneficial to us.
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Technological developments by competitors may render our products obsolete.

If competitors were to develop superior products or technologies, our products or technologies could be rendered noncompetitive or
obsolete. Developments in the biotechnology and pharmaceutical industries are expected to continue at a rapid pace. Success depends upon
achieving and maintaining a competitive position in the development of products and technologies. Competition from other biotechnology and
pharmaceutical companies can be intense. Many competitors have substantially greater research and development capabilities, marketing,
financial and managerial resources and experience in the industry. If a competitor develops a better product or technology, our products or
technologies could be rendered obsolete, resulting in decreased product sales and a material adverse effect to our business. For example, the
master virus donor strain used to create FluMist is not protected by patents and is, instead, protected by trade secrets associated with the
technology of creating cold-adapted, temperature sensitive live influenza virus vaccines. There can be no assurance that a competitor will not
create a competing influenza virus vaccine based upon similar technologies. Even if a competitor creates a product that is not technologically
superior, our products may not be able to compete with such products, decreasing our sales.

We are subject to numerous complex laws and regulations and compliance with these laws and regulations is costly and time
consuming.

U.S. federal government entities, most significantly the FDA, the U.S. Securities and Exchange Commission, the Internal Revenue Service,
the Occupational Safety & Health Administration, the Centers for Medicare and Medicaid Services and the U.S. Department of Veteran's
Affairs, as well as regulatory authorities in each state and other countries, have each been empowered to administer certain laws and regulations
applicable to us. Many of the laws and regulations administered by these agencies are complex and compliance requires substantial time, effort
and consultation with outside advisors by us. Because of this complexity, there can be no assurance that our efforts will be sufficient to ensure
compliance or to ensure that it is in technical compliance with all such laws and regulations at any given time. In addition, we are subject to
audit, investigation and litigation by each of these entities to ensure compliance, each of which can also be time consuming, costly, divert the
attention of senior management and have a significant impact on our business, even if we are found to have been in compliance or the extent of
our non-compliance is deemed immaterial. If we are found to not be in compliance with any of these laws and regulations, we, and in some cases
our officers, may be subject to fines, penalties, criminal sanctions and other liability, any of which could have a material adverse effect on our
business.

We may not be able to hire or retain highly qualified personnel or maintain key relationships.

The success of our business depends, in large part, on our continued ability to attract and retain highly qualified scientific, manufacturing
and sales and marketing personnel, as well as senior management such as Mr. David M. Mott, our Chief Executive Officer, President and Vice
Chairman and Dr. James F. Young, our President, Research and Development. In addition, we rely on our ability to develop and maintain
important relationships with leading research institutions and key distributors. Competition for these types of personnel and relationships is
intense among pharmaceutical, biopharmaceutical and biotechnology companies, and an inability to attract or retain such employees and
relationships could have a material effect on our business. We do not maintain or intend to purchase "key man" life insurance on any of our
personnel and, accordingly, our business may be subject to disruption upon the sudden or unexpected loss of a key employee.

If we fail to manage our growth properly, our business will suffer.

We have expanded significantly in recent years due to both acquisition and internal growth. To accommodate our rapid growth and
compete effectively, we will need to continue to improve our management, operational and financial information systems and controls, generate
more revenue to
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cover a higher level of operating expenses, continue to attract and retain new employees, accurately anticipate demand for products
manufactured and maintain adequate manufacturing capacity. This rapid growth and increased scope of operations present risks not previously
encountered and could result in substantial unanticipated costs and time delays in product manufacture and development, which could materially
and adversely affect our business.

Changes in foreign currency exchange rates or interest rates could result in losses.

We have entered into a supplemental manufacturing contract denominated in Euros. Fluctuations in the Euro U.S. Dollar exchange rate
would lead to changes in the U.S. Dollar cost of manufacturing. To reduce the risk of unpredictable changes in these costs, we may, from time to
time, enter into forward foreign exchange contracts. However, due to the variability of timing and amount of payments under this contract, the
forward foreign exchange contracts may not mitigate the potential adverse impact on our financial results. In addition, expenditures relating to
our manufacturing operations in the United Kingdom and the Netherlands are paid in local currency. We have not hedged our expenditures
relating to these manufacturing operations, and therefore foreign currency exchange rate fluctuations may result in increases or decreases in the
amount of expenditures recorded. Additionally, certain of our distribution agreements outside the U.S. provide for us to be paid based upon sales
in local currency. As a result, changes in foreign currency exchange rates could adversely affect the amount we expect to collect under these
agreements.

RISKS RELATED TO THE NOTES
The notes are effectively subordinated to our secured debt and to all debt and other liabilities of our subsidiaries

The notes are effectively subordinated to any secured debt we may have and to all debt and other liabilities of our subsidiaries, including
trade payables. As of June 30, 2004, we had approximately $7.5 million of secured indebtedness that would effectively rank senior to the notes.
The indenture governing the notes does not restrict the incurrence of indebtedness, including additional secured debt, by us or our subsidiaries
nor does it restrict the incurrence of liens by us or our subsidiaries. None of our subsidiaries will guarantee or otherwise become obligated with
respect to the notes.

We may not have the ability to raise the funds to repurchase the notes on any repurchase date or to finance any change in control
offer required by the indenture.

On July 15 of each of 2006, 2009, 2013 and 2019, holders may require us to purchase all or a portion of their notes at 100% of their
principal amount, plus any accrued and unpaid interest and contingent interest, if any, to such date. In addition, if a change in control occurs (as
defined in the indenture), each holder of the notes may require us to purchase all or a portion of the holder's notes. We cannot assure you that we
will have sufficient funds available for any required purchases of the notes. The terms of any agreements related to borrowing which we may
enter from time to time may prohibit or limit or make our purchase of notes an event of default under certain circumstances. If we fail to
purchase the notes when required, we will be in default under the indenture governing the notes. See "Description of Notes Purchase of notes by
us at the option of holder" and "Description of Notes Holders may require us to purchase their notes upon a change in control."
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We have made only limited covenants in the indenture, which may not protect your investment if we experience significant adverse
changes in our financial condition or results of operations.

The indenture governing the notes does not:

require us to maintain any financial ratios or specified levels of net worth, revenues, income, cash flow or liquidity and,
therefore, does not protect holders of the notes in the event that we experience significant adverse changes in our financial
condition or results of operations;

limit our ability or the ability of any of our subsidiaries to incur additional indebtedness, including indebtedness that is equal
in right of payment to the notes;

restrict our ability to pledge our assets or those of our subsidiaries; or

restrict our ability to pay dividends or make other payments in respect of our common stock or other securities ranking
junior to the notes or make investments.

Therefore, you should not consider covenants contained in the indenture as a significant factor in evaluating whether we will be able to
comply with our obligations under the notes.

Fluctuations in our common stock price over time could cause stockholders to lose investment value.

The market price of our common stock has fluctuated significantly over time, and it is likely that the price will fluctuate in the future. Since
the beginning of 2003, the daily closing price of our common stock on the Nasdaq stock market ranged from a high of $40.30 to a low of $21.40.
Investors and analysts have been, and will continue to be, interested in our reported earnings, as well as how we perform compared to their
expectations. Announcements by us or others regarding operating results, existing and future collaborations, results of clinical trials, scientific
discoveries, commercial products, patents or proprietary rights or regulatory actions may have a significant effect on the market price of our
common stock. In addition, the stock market has experienced extreme price and volume fluctuations that have particularly affected the market
price for many biotechnology companies and that have often been unrelated to the operating performance of these companies. These broad
market fluctuations may adversely affect the market price of our common stock.

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

We have treated and intend to continue to treat the notes as being subject to the regulations governing contingent payment debt instruments
(the "CPDI regulations") for U.S. federal income tax purposes and each holder agrees in the indenture to be bound to such treatment. As a result
of such treatment, a holder may recognize taxable income in each year significantly in excess of interest payments (whether fixed or contingent)
actually received that year. Additionally, 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 notes. The application of the CPDI regulations to instruments such as the notes is uncertain in several
significant respects, and, as a result, no assurance can be given that the Internal Revenue Service or a court will agree with the treatment
described herein. No ruling has been or will be obtained from the Internal Revenue Service concerning the application of the CPDI regulations
to the notes. Any differing treatment could materially affect the amount, timing and character of income, gain or loss in respect of an investment
in the notes. In particular, a holder might be required to accrue interest income at a higher or lower rate, might not recognize income, gain or loss
upon conversion of the notes into shares of our common stock, might recognize capital gain or loss upon a taxable disposition of the notes and
might have an adjusted tax basis in the notes or our common stock acquired upon conversion of a note materially different than discussed herein.
Please read "Material United States Federal Income Tax Considerations" in this prospectus.
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FORWARD-LOOKING STATEMENTS

The statements in this prospectus that are not descriptions of historical facts may be forward-looking statements. Those statements involve
substantial risks and uncertainties. You can identify those statements by the fact that they contain words such as "anticipate," "believe,"
"estimate," "expect," "intend," "project” or other terms of similar meaning. Those statements reflect management's current beliefs, but are based
on numerous assumptions, which we cannot control and that may not develop as we expect. Consequently, actual results may differ materially
from those projected in the forward-looking statements. Among the factors that could cause actual results to differ materially are the risks,
uncertainties and other matters discussed above under "Risk Factors" and elsewhere in this prospectus and in our periodic reports filed with the
U.S. Securities and Exchange Commission. We caution you that RSV disease and influenza occur primarily during the winter months; we
believe our operating results will reflect that seasonality for the foreseeable future. We are also developing several products for potential future
marketing. There can be no assurance that such development efforts will succeed, that such products will receive required regulatory clearance
or that, even if such regulatory clearance were received, such products would ultimately achieve commercial success. Unless otherwise
indicated, the information in this prospectus is as of the respective dates specified. This prospectus will not be updated as a result of new
information or future events.
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USE OF PROCEEDS

We will not receive any proceeds from the sale of the notes or the shares of common stock offered by this prospectus.

PRICE RANGE OF COMMON STOCK AND DIVIDEND POLICY

Our common stock trades on the Nasdaq National Market under the symbol "MEDL." The following table shows the range of high and low

prices for the common stock for the periods indicated.

2002
First Quarter

Second Quarter
Third Quarter
Fourth Quarter

2003
First Quarter

Second Quarter
Third Quarter
Fourth Quarter

2004
First Quarter

Second Quarter

Third Quarter (through August 4, 2004)

We have never declared or paid any cash dividends on our common stock and we do not anticipate paying any cash dividends in the

Price range

High Low
4835 $ 37.30
41.05 24.80
30.43 20.37
29.24 20.45
34.60 $ 26.80
42.09 31.52
40.88 31.69
35.00 22.79
2641 $ 20.77
25.95 2291
23.72 21.95

foreseeable future. We currently intend to retain any earnings to fund future growth, product development and operations.
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DESCRIPTION OF NOTES

The notes were issued under an indenture dated as of July 15, 2003 between us and The Bank of New York, as trustee. The following
statements are subject to the detailed provisions of, and are qualified in their entirety by reference to, the indenture, which we have filed with the
SEC as an exhibit to the registration statement of which this prospectus is a part. We will provide copies of the indenture to you upon request,
and the indenture is also available for inspection at the office of the trustee. For purposes of this summary, the terms "MedIlmmune", "we", "us,"
"our" and "our Company" refer only to MedImmune, Inc. and not to any of our subsidiaries. In addition, for the purposes of this summary, the

terms "you" and "your" refer to any holder of the notes.
General

The notes are our senior unsecured obligations and are limited to $500,000,000 aggregate principal amount. The notes will pay cash interest
at a rate of 1.00% per year from July 15, 2003 or the most recent interest payment date to which interest has been paid or duly provided, payable
semiannually in arrears on January 15 and July 15 of each year, beginning January 15, 2004. In addition, we will pay contingent interest and
liquidated damages on the notes under the circumstances described below under " Contingent interest" and " Registration rights; Liquidated
damages." The notes will mature on July 15, 2023.

You have the option, subject to certain conditions described below, to convert your notes into shares of our common stock at an initial
conversion rate of 14.6671 shares per $1,000 principal amount (which represents a conversion price of approximately $68.18 per share). The
conversion rate is subject to adjustment from time to time if certain events described below occur. Holders may present for conversion any notes
that have become eligible for conversion at the office of the conversion agent, and may present notes for registration of transfer at the office of
the trustee.

The notes are effectively subordinated to all of our secured indebtedness and to all indebtedness and other liabilities and commitments
(including trade payables) of our subsidiaries. There are no restrictions in the indenture upon the creation of any indebtedness or the incurrence
of liens by us or any of our subsidiaries. As of June 30, 2004, we had approximately $7.5 million of secured indebtedness outstanding.

The indenture does not contain any financial covenants or any restrictions on the payment of dividends or on the repurchase of our
securities. The indenture does not require us to maintain any sinking fund or other reserves for repayment of the notes.

The notes were issued without coupons in denominations of $1,000 and integral multiples thereof. Interest is paid to the person in whose
name a note is registered at the close of business on January 1 or July 1, as the case may be, immediately preceding the relevant interest payment
date. Interest on the notes will be computed on the basis of a 360-day year composed of twelve 30-day months.

The notes are payable at the office of the paying agent, which initially will be an office or agency of the trustee, or another office or agency
maintained by us for such purpose. Payments in respect of the notes may, at our option, be made by wire transfer or by check mailed to the
holders of record as shown on the register for the notes. The notes are convertible at the office of the conversion agent, which initially is the
trustee.
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Conversion rights
General

Holders may surrender notes for conversion into shares of our common stock at a conversion rate of 14.6671 common shares per note if any
of the following conditions are satisfied:

during any calendar quarter (beginning with the quarter ended December 31, 2003), if, as of the last trading day of the
preceding calendar quarter, the closing sale price of our common stock for at least 20 trading days (whether or not
consecutive) in a period of 30 consecutive trading days ending on the last trading day of the preceding calendar quarter is
more than 120% of the applicable conversion price per share of common stock on the last trading day of the preceding
calendar quarter;

if we have called the notes for redemption;

upon the occurrence of specified corporate transactions; or

during the five-business day period following the ten business days after any nine-consecutive trading day period in which
the trading price for a note for each day of the period was less than 95% of the product of the closing sale price of our
common stock multiplied by the number of shares of common stock into which that note is convertible for that period;
however, you may not convert your notes in reliance on that condition after July 15, 2019 if on any trading day during such
note measurement period the closing sale price of shares of our common stock was between the then current conversion
price of the notes and 120% of the then current conversion price of the notes.

We describe each of these conditions in greater detail below.
Conversion upon satisfaction of common stock market price condition

Holders may surrender notes for conversion into shares of our common stock in any calendar quarter (beginning with the quarter ended
December 31, 2003), if, as of the last trading day of the preceding calendar quarter, the closing sale price of our common stock for at least 20
trading days (whether or not consecutive) in a period of 30 consecutive trading days ending on the last trading day of the preceding calendar
quarter is more than 120% of the applicable conversion price per share of common stock on the last trading day of the preceding calendar
quarter. The conversion price per share as of any day will equal $1,000 divided by the number of shares of common stock issuable upon a
conversion of a note on that day.

The conversion agent will, on our behalf, determine at the end of each quarter if the notes are convertible and notify us and the trustee.

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 on such date) as reported by the Nasdaq National Market or, if the principal market for our common stock is
then a national or regional securities exchange, as reported in composite transactions for the principal United States securities exchange on
which our common stock is then traded. In the absence of such quotation or reporting, we will determine the closing sale price on the basis of
such quotations or reporting as we consider appropriate.

"Trading day" means a day during which trading in securities occurs on the Nasdaq National Market or, if the common stock is not quoted
on the Nasdaq National Market, on the principal national or regional securities exchange on which the common stock is then listed or, if the
common stock is not listed on a national or regional securities exchange, on the principal market on which the common stock is then traded.

18

23



Edgar Filing: MEDIMMUNE INC /DE - Form POS AM

Conversion upon notice of redemption

A holder may surrender for conversion a note called for redemption at any time prior to the close of business on the day that is two business
days 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 note, however, the holder may
not surrender that note for conversion until the holder has withdrawn the notice in accordance with the indenture.

Conversion upon specified corporate transactions

Even if the market price contingency described above under " Conversion rights Conversion upon satisfaction of common stock market price
condition" has not occurred, if we elect to

distribute to all holders of common stock certain rights entitling them to purchase, for a period expiring within 60 days,
shares of common stock at less than the closing price at the time of the distribution of the rights, 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 15% of the closing price of the common stock on the day preceding the
declaration date for such distribution,

we must notify the holders of notes at least 20 days prior to the ex-dividend date for such distribution. Once we have given such notice,
holders may surrender their notes 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.

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 notes 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 note into common stock will be changed into a right to convert it into the kind and amount of cash, securities
or other property which the holder would have received if the holder had converted its note 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 notes as described
under " Change in control permits purchase of notes by us at the option of the holder."

Conversion upon special trading situation

During the five-business day period following the ten business days after any nine-consecutive trading day period in which the trading price
for a note for each day of such period is less than 95% of the product of the closing sale price of our common stock multiplied by the number of
shares of common stock into which such note is convertible for that period, then holders may surrender their notes for conversion into our
common stock prior to maturity, which we refer to as the "95% trading exception"; however, you may not convert your notes in reliance on this
subsection after July 15, 2019 if on any trading day during such note measurement period the closing sale price of shares of our common stock
was between the then current conversion price of the notes and 120% of the then current conversion price of the notes.

The "trading price" of the notes on any date of determination means the average of the secondary market bid quotations per note obtained
by the conversion agent for $10,000,000 principal amount of the notes at approximately 3:30 pm, New York City time, on such determination
date from three
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independent nationally recognized securities dealers we select, provided that if at least three such bids cannot reasonably be obtained by the
conversion agent, but two such bids are obtained, then the average of the two bids shall be used. If the conversion agent cannot reasonably
obtain at least one bid for $10,000,000 principal amount of the notes from a nationally recognized securities dealer or in our reasonable
judgment, the bid quotations are not indicative of the secondary market value of the notes, then the trading price of the notes shall be deemed to
equal (1) the applicable conversion rate of the notes multiplied by (2) the closing sale price on the Nasdaq National Market or, if the common
stock is not quoted on the Nasdaq National Market, on the principal national or regional securities exchange on which the common stock is then
listed or, if the common stock is not listed on a national or regional securities exchange, on the principal market on which the common stock is
then traded of our common stock on such determination date. The conversion agent shall have no obligation to determine the trading prices of
the notes unless requested by us; and we shall have no obligation to make such request unless a holder of notes provides us with reasonable
evidence that the trading price of the notes would be less than 95% of the product of the closing sale price of our common stock and the number
of shares of common stock into which the notes are convertible; at which time, we shall instruct the conversion agent to determine the trading
price of the notes beginning on the next trading day and on each successive trading day until the trading price is greater than or equal to 95% of
the product of the closing sale price of our common stock and the number of shares of common stock into which the notes are convertible.

Conversion rate adjustments and conversion procedures

The initial conversion rate is 14.6671 shares of common stock per note, subject to adjustment upon the occurrence of certain events
described below. A holder of a note otherwise entitled to a fractional share will receive cash equal to the then-current market value of such
fractional share.

On conversion of a note, a holder will not receive any cash payment representing accrued and unpaid interest, contingent interest, if any, or
liquidated damages, if any. Delivery to the holder of the full number of shares of common stock into which the note is convertible, together with
any cash payment for such holder's fractional shares, will be deemed to satisfy our obligation to pay the principal amount of the notes, and to
satisfy both our obligation to pay accrued and unpaid interest and contingent interest, if any, and liquidated damages, if any, attributable to the
period from the most recent interest payment date through the conversion date and our obligation to pay accrued original issue discount through
the conversion date. As a result, accrued and unpaid interest, contingent interest, if any, and liquidated damages, if any, and accrued original
issue discount through the conversion date is deemed to be paid in full rather than cancelled, extinguished or forfeited. We will not adjust the
conversion rate to account for accrued and unpaid interest, contingent interest, if any, or liquidated damages, if any.

If a note is converted between a record date for the payment of interest and prior to the next succeeding interest payment date, notes
submitted for conversion must be accompanied by funds equal to the accrued and unpaid interest and contingent interest, if any, payable to the
registered holder on the interest payment date on the principal amount of such notes submitted for conversion. We will then make the interest
payment due on the interest payment date to the registered holder of the note on the record date. Notwithstanding anything to the contrary in this
paragraph, any note submitted for conversion need not be accompanied by any payment if (1) we have specified a redemption date that is after a
record date for an interest payment but on or prior to the corresponding interest payment date, (2) we have specified a purchase date following a
change in control that is after a record date for an interest payment but on or prior to the corresponding interest payment date or (3) any overdue
interest exists at the time of conversion with respect to the notes converted, but only to the extent of the amount of such overdue interest.
Accordingly, under those circumstances, a holder of notes who chooses to convert those notes on a date that is after a record date but prior to the
corresponding
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interest payment date, will not be required to pay us, at the time that holder surrenders those notes for conversion, the amount of interest it will

receive on the interest payment date.

To convert interest in a global note, the holder must deliver to DTC the appropriate instruction form for conversion pursuant to DTC's

conversion program. To convert a definitive note, the holder must:
complete and manually sign the conversion notice on the back of the certificates (or a facsimile thereof);
deliver the completed conversion notice and the note to be converted to the specified office of the conversion agent;

pay all funds required, if any, relating to interest on the note to be converted to which the holder is not entitled; and

pay all taxes or duties, if any, as described in this prospectus.

The applicable "conversion date" for the conversion of any note is the date on which all of the foregoing requirements have been satisfied.
The notes will be deemed to have been converted immediately prior to the close of business on the conversion date. Delivery of shares will be
accomplished by delivery to the conversion agent of certificates for the relevant number of shares, other than in the case of holders of notes in
book-entry form with DTC, which shares shall be delivered in accordance with DTC customary practices. A holder will not be entitled to any
rights as a holder of our common stock, including, among other things, the right to vote and receive dividends and notices of stockholder

meetings, until the conversion is effective.

If a holder exercises its right to require us to purchase its notes as described under " Purchase of notes by us at the option of the holder,"
such holder may convert its notes as provided above only if it withdraws its applicable purchase notice and converts its notes prior to the close of

business on the business day immediately preceding the applicable purchase date.

If we:

reclassify our common stock into another class of stock (other than changes resulting from a subdivision or a combination);

or

consolidate or combine with or merge into any person or sell or convey to another person all or substantially all of our

property and assets,

and the holders of all of our common stock receive cash, securities or other property (including cash or any combination thereof) with respect to
or in exchange for all of their common stock, then at the effective time of the transaction, the right to convert a note into our common stock will
be changed into a right to convert a note into the kind and amount of cash, securities or other property which the holder would have received if
the holder had converted such notes immediately prior to the transaction. If the transaction occurs prior to July 15, 2006 and also constitutes a
"change