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MACATAWA BANK CORPORATION

March 10, 2005

Dear Shareholder:

        We invite you to attend the 2005 Annual Meeting of Shareholders. This year�s meeting will be held on Thursday, April 21, 2005, at 10:00
A.M., at The Pinnacle Center, 3330 Highland Drive, Hudsonville, Michigan 49426.

        It is important that your shares are represented at the Annual Meeting. Please carefully read the Notice of Annual Meeting and Proxy
Statement. Whether or not you expect to attend the Annual Meeting, please sign, date and return the enclosed proxy in the envelope provided
at your earliest convenience.

Sincerely,

/s/ Benj. A. Smith, III

Benj. A. Smith, III
Chairman of the Board and
Chief Executive Officer
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MACATAWA BANK CORPORATION

10753 Macatawa Drive
Holland, Michigan 49424

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD APRIL 21, 2005

To Our Shareholders:

        The 2005 Annual Meeting of Shareholders of Macatawa Bank Corporation will be held at The Pinnacle Center, 3330 Highland Drive,
Hudsonville, Michigan 49426, on Thursday, April 21, 2005, at 10:00 A.M., local time, for the following purposes:

1. To elect two directors for a term of three years.

2. To transact such other business as may properly come before the meeting or at any adjournment thereof.

        Shareholders of record at the close of business February 24, 2005, will be entitled to vote at the meeting or any adjournment thereof.
Whether or not you expect to be present in person at this meeting, you are urged to sign the enclosed Proxy and return it promptly in the
enclosed envelope. If you do attend the meeting and wish to vote in person, you may do so even though you have submitted a Proxy.

March 10, 2005

Holland, Michigan

By order of the Board of Directors

/s/ Philip J. Koning

Philip J. Koning
Secretary
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Dated: March 10, 2005

MACATAWA BANK CORPORATION

10753 Macatawa Drive
Holland, Michigan 49424

_________________

PROXY STATEMENT

For the Annual Meeting of Shareholders
to be held April 21, 2005

_________________

SOLICITATION OF PROXIES FOR ANNUAL MEETING

        This Proxy Statement is furnished to the Shareholders of Macatawa Bank Corporation (the �Company�) in connection with the solicitation by
the Board of Directors of proxies to be used at the Annual Meeting of Shareholders which will be held at The Pinnacle Center, 3330 Highland
Drive, Hudsonville, Michigan 49426, April 21, 2005, at 10:00 A.M., local time.

        The Annual Meeting is being held for the following purposes:

1. To elect two directors for a term of three years.

2. To transact such other business as may properly come before the meeting or to any adjournment thereof.

        If a proxy in the form distributed by the Company�s Board of Directors is properly executed and returned to the Company, the shares
represented by the proxy will be voted at the Annual Meeting of Shareholders and at any adjournment of that meeting. Where shareholders
specify a choice, the proxy will be voted as specified. If no choice is specified, the shares represented by the proxy will be voted FOR the
nominees named by the Board of Directors in the proxy. Shares not voted at the meeting, whether by abstention, broker non-vote, or otherwise,
will not be treated as votes cast at the meeting. Votes cast at the meeting and submitted by proxy will be tabulated by Macatawa Bank.

        A proxy may be revoked prior to its exercise by delivering a written notice of revocation to the secretary of the Company, executing and
delivering a proxy of a later date or attending the meeting and voting in person. Attendance at the meeting does not automatically act to revoke a
proxy.
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VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

        On February 24, 2005, the record date for determination of shareholders entitled to vote at the Annual Meeting, there were 8,844,527
outstanding shares of common stock of the Company. Shares cannot be voted unless the shareholder is present at the meeting or is represented
by proxy. As of February 24, 2005, no person was known by management to be the beneficial owner of more than 5% of the Company�s common
stock.

ELECTION OF DIRECTORS

        The Company�s Articles of Incorporation provide for the division of the Board of Directors into three classes of nearly equal size with
staggered three-year terms of office. The number of directors constituting the Board of Directors is determined from time to time by the Board of
Directors. The Board is currently composed of six members. While the Company does not have a nominating committee, the Company believes
that obtaining input from all Directors in connection with Board nominations enhances the nomination process. The Company does not currently
have a charter or written policy with regard to the nomination process (other than for shareholder nominations). The nominations of the
Directors standing for re-election at the 2005 Annual Meeting were unanimously approved by the Board of Directors, including unanimous
approval by the independent Directors of the Board. These independent Directors meet the requirements of independence set forth in the listing
standards for NASDAQ.

        The Board of Directors has nominated Robert E. DenHerder and Arend D. Lubbers for election as directors. Mr. DenHerder and Mr.
Lubbers are each incumbent directors and are being nominated for a three year term to expire at the 2008 Annual Meeting.

        Holders of common stock should complete the accompanying proxy. Unless otherwise directed by a shareholder�s proxy, it is intended that
the votes cast upon exercise of proxies in the form accompanying this statement will be in favor of electing each of the nominees named above.
Mr. DenHerder and Mr. Lubbers are presently serving as directors of the Company. The following pages of this Proxy Statement contain more
information about the nominees and other directors of the Company.

        A plurality of the votes cast at the Annual Meeting is required to elect the nominee as a director of the Company. As such, the individual
who receives this number of votes cast by the holders of the Company�s common stock will be elected as directors. Shares not voted at the
meeting, whether by abstention, broker non-vote, or otherwise, will not be treated as votes cast at the meeting. Votes cast at the meeting and
submitted by proxy will be tabulated by Macatawa Bank.

        The Board of Directors will consider candidates for director put forward by shareholders. Director nominees should possess the highest
personal and professional ethics, integrity and values, and must by committed to representing the long-term interests of the shareholders. They
must also have an inquisitive and objective perspective, practical wisdom and mature judgment. The Board of Directors seeks to identify
candidates with diverse experience in business, management, marketing, finance, and other areas that are relevant to our activities. Additionally,
director nominees should have sufficient time to effectively carry out their duties. Shareholders may propose nominees for consideration by the
Board of Directors by submitting the names, appropriate biographical information and qualifications in writing to: Philip J. Koning, Secretary of
the Board of Directors, Macatawa Bank Corporation, 10753 Macatawa Drive, Holland, MI 49424-3119. The Company does not pay any third
party to assist in the process of identifying or evaluating candidates. In considering any nominee proposed by a shareholder, the Board of
Directors will reach a conclusion based on the criteria described above. After full consideration, the shareholder proponent will be notified of the
decision of the Board of Directors. The Board of Directors has not rejected any director candidate put forward by a shareholder or group of
shareholders that beneficially own more than 5% of the Company�s Common Stock for at least one year at the time of the recommendation.
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        Except the persons nominated by the Board of Directors, no other persons may be nominated for election at the 2005 Annual Meeting. The
Company�s Articles of Incorporation require at least 60 days prior written notice of any other proposed nomination and no such notice has been
received. If any nominee becomes unavailable for election due to circumstances not now known, the accompanying proxy will be voted for such
other person to become a director as the Board of Directors selects.

The Board of Directors recommends a vote FOR the election of the persons nominated by the Board.

3
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INFORMATION ABOUT DIRECTORS

        The content of the following table is based upon information as of January 15, 2005, furnished to the Company by the directors. Except as
described in the notes following the table, the following directors have sole voting and dispositive power as to all of the shares set forth in the
following table.

Name Age

Year First
Became a
Director

Amount and Nature
of Beneficial

Ownership(1)
Percent Of

Common Stock

Nominees for Election as Directors for a
Term Expiring in 2008

Robert E. DenHerder (a) 50 1997 165,725 1.9%

Arend D. Lubbers (a) (b) 74 2003 9,996 0.1%

Directors Whose Terms Expire in 2006

G. Thomas Boylan (b) 82 1997 174,130 2.0%

Benj. A. Smith III (b) 61 1997 426,734 (2) 4.8%

Directors Whose Terms Expire in 2007

John F. Koetje (a) 69 1998 163,083 1.8%

Philip J. Koning 50 1997 60,617 0.7%

(a) Member of the Audit Committee
(b) Member of the Compensation Committee

(1) Except as described in the following note, each nominee and director owns the shares directly and has sole voting and investment power
or shares voting and investment power with his or her spouse under joint ownership. Includes shares of common stock that are issuable
under options that are exercisable or will become exercisable within sixty (60) days. The share ownership of the following directors
includes shares subject to options that are currently exercisable: Mr. DenHerder (24,723 shares), Mr. Lubbers (5,250 shares), Mr. Boylan
(24,723 shares), Mr. Smith (53,104 shares), Mr. Koetje (20,000 shares) and Mr. Koning (29,454 shares).

(2) Includes 8,148 shares owned by Mr. Smith�s spouse and 59,609 shares held in a trust for the benefit of Mr. Smith�s spouse. Also includes
222,660 shares with respect to which Smith & Associates Investment Management Services, an investment advisory firm controlled by
Mr. Smith, has voting power, but with respect to which he disclaims beneficial ownership. Of the 222,660 shares controlled by Smith &
Associates 101,709 shares are beneficially owned by Mr. Boylan.

4
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G. Thomas Boylan is a director of the Company and of Macatawa Bank (the �Bank�). Mr. Boylan serves as the President of Light Metals
Corporation, a manufacturing company located in Wyoming, Michigan, where he has been employed since 1947.

Robert E. DenHerder is a director of the Company and the Bank. Mr. DenHerder is President of Premovation Audio, Holland, Michigan, a
custom sales and installation company of audio and video equipment for commercial and residential applications. From January, 1980 to
December, 1999, Mr. DenHerder served as the President of Uniform Color Co., a company located in Holland, Michigan, which manufactures
color concentrate for the plastics industry focusing on automotive suppliers.

John F. Koetje is a director of the Company and the Bank. Mr. Koetje is a partner in John F. Koetje and Associates, a West Michigan
builder of residential and light commercial real estate and apartment complexes where he has been employed for 39 years.

Philip J. Koning has served as President and Chief Executive Officer of the Bank since its inception in November, 1997, and serves as the
President, Secretary and Treasurer of the Company, as a director of both the Company and the Bank, and as Chairman of the Bank. Mr. Koning
was employed by Smith & Associates Investment Management Services prior to February 1998. Mr. Koning has over 29 years of commercial
banking experience and served from 1992 to 1997 as Community Bank President with First of America Bank in Holland.

Arend D. Lubbers is a director of the Company and the Bank. Mr. Lubbers is an independent consultant and previously served as the
President of Grand Valley State University from 1969 to 2001. Mr. Lubbers served as a director of Grand Bank Financial Corporation and Grand
Bank from 1990 to 2002. Mr. Lubbers is a graduate of Hope College and received his graduate degree from Rutgers University.

Benj. A. Smith, III is the Chairman, Chief Executive Officer and a director of the Company and is also a director of the Bank. Mr. Smith is
an investment advisor and has served from 1992 to the present as the President of Smith & Associates Investment Management Services, an
investment management firm located in Holland, Michigan. Prior to 1992, Mr. Smith gained 21 years of banking experience at First Michigan
Bank Corporation and its subsidiary FMB-First Michigan Bank of Zeeland, Michigan.

COMPENSATION OF DIRECTORS

The directors of the Company, excluding officers of the Bank, receive an annual retainer of $16,000, and are paid $1,000 per board meeting
attended and $500 for committee meetings attended. During 2004, Company directors received $15,000 in annual retainer, and were paid $950
per board meeting attended and $500 per committee meeting attended. In addition to the standard 2004 compensation, Mr. Boylan, Mr.
DenHerder and Mr. Koetje were each paid $30,000 and Mr. Lubbers was paid $5,000 as special recognition of their years of service. Bank
directors receive $7,000 for an annual retainer, $700 per board meeting attended and $500 per committee meeting attended. During 2004, Bank
directors received $6,000 in annual retainer, and were paid $650 per board meeting attended and $500 per committee meeting attended.

5
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CORPORATE GOVERNANCE

Meetings of the Board of Directors � The Company�s Board of Directors had seven meetings in 2004. All directors attended at least
three-fourths of the aggregate number of meetings of the Board and Board committees in which they were eligible to attend. The Company
encourages members of its Board of Directors to attend the Annual Meeting of Shareholders. All of the Directors attended the Annual Meeting
of Shareholders held April 21, 2004.

Director Independence � The Board of Directors has determined that all directors except Benj. A. Smith, III and Philip J. Koning are
independent within the meaning of the rules promulgated by the National Association of Securities Dealers (NASD).

Meetings of Independent Directors � The Company�s independent directors meet periodically in executive sessions without any management
directors in attendance. If the Board of Directors convenes a special meeting, the independent directors may hold an executive session if the
circumstances warrant.

Shareholder Communication with Directors � Shareholders may communicate with members of the Company�s Board of Directors by mail
addressed to the full Board of Directors, a specific member or to a particular committee of the Board of Directors at Macatawa Bank
Corporation, 10753 Macatawa Drive, Holland, Michigan 49424.

Code of Ethics � The Company has adopted a Code of Ethics for Senior Officers. The Senior Officer Code of Ethics is available upon request by
writing to the Chief Financial Officer, Macatawa Bank Corporation, 10753 Macatawa Drive, Holland, Michigan 49424.

Problem Resolution Policy � The Company strongly encourages employees to raise possible ethical issues. We maintain a problem resolution
hotline to receive reports of ethical concerns or incidents, including, without limitation, concerns about accounting, internal controls or auditing
matters. Users of the hotline may choose to remain anonymous. We prohibit retaliatory action against any individual for raising legitimate
concerns or questions, or for reporting suspected violations.

6
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AUDIT COMMITTEE REPORT

        The Audit Committee of the Board of Directors developed a charter for the Audit Committee. The Audit Committee Charter has been filed
as appendix A to our 2004 proxy statement. The Board of Directors has also examined the composition of the Audit Committee in light of the
rules of the National Association of Securities Dealers governing audit committees and has determined that all members of the Audit Committee
are �independent� within the meaning of those rules. The Board of Directors has determined that the audit committee does not have an �audit
committee financial expert� as that term is defined by the Securities and Exchange Commission. The Board of Directors has determined that each
Audit Committee member has sufficient knowledge in financial and accounting matters to serve effectively on the Committee. The Audit
Committee held four meetings during 2004.

        The Audit Committee has reviewed and discussed with management the Company�s audited financial statements as of and for the year
ended December 31, 2004. The Audit Committee has also reviewed and discussed with management the report of management on internal
control over financial reporting as of December 31, 2004.

        We have discussed with the independent auditors the matters required to be discussed by Statement on Auditing Standards No. 61,
Communications with Audit Committees, as amended, by the Auditing Standards Board of the American Institute of Certified Public
Accountants.

        We have received and reviewed the written disclosures and the letter from the independent auditors required by Independence Standard No.
1, Independence Discussions with Audit Committees, as amended, by the Independence Standards Board, and have discussed with the auditors
the auditors� independence.

        Based on the reviews and discussions referred to above, we recommend to the Board of Directors that the financial statements referred to
above be included in the Company�s Form 10-K for the year ended December 31, 2004.

        In issuing this report, we note that management is responsible for the Company�s financial reporting process, including its systems of
internal control, and for the preparation of financial statements in accordance with generally accepted accounting principles. The Company�s
independent auditors are responsible for auditing those financial statements. Our responsibility is to monitor and review these processes. It is not
our duty or our responsibility to conduct auditing or accounting reviews or procedures, and therefore our discussions with management and the
independent auditors do not assure that the financial statements are presented in accordance with generally accepted accounting principles. We
have relied, without independent verification, on management�s representation that the financial statements have been prepared in conformity
with U.S. generally accepted accounting principles and on the representations of the independent auditors included in their report on the
Company�s financial statements.

Robert E. DenHerder                         John F. Koetje                 Arend D. Lubbers
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EXECUTIVE COMPENSATION

Committee Report on Executive Compensation

        All of the executive officers of the Company are also executive officers of the Bank, except for Benj. A. Smith, III who is Chairman and
Chief Executive Officer of the Company and a director of the Bank. Company officers other than Benj. A. Smith, III serve as officers of the
Company as an incident to their primary service as an officer and employee of the Bank and receive no compensation directly from the
Company.

        The Compensation Committee recommends to the Board of Directors the compensation of the Company�s executive officers. The
Compensation Committee met three times during 2004. Mr. Benj. A. Smith, III serves as the chairman of the Compensation Committee. The
decisions of the Compensation Committee were unanimously approved by the Board of Directors, including unanimous approval by the
independent Directors of the Board. These independent Directors meet the requirements of independence set forth in the listing standards for
The Nasdaq Stock Market.

2004 Compensation �- The Company had an excellent year in 2004. The Company posted record earnings, significant growth and improved
profitability. The Committee believes that the leadership provided by Mr. Smith impacted these results.

        Chairman and Chief Executive Officer Benj. A. Smith, III received a salary of $155,769 in 2004. From 2000 to 2003, Mr. Smith�s salary has
remained constant at $150,000. The increase in 2004 was the result of an additional pay period. Periodically the Compensation Committee
awards stock options under the Company�s stock compensation plans to Mr. Smith, as well as other officers and staff of the Company and Bank.
This allows the officers awarded options to share in the appreciation of the Company�s stock value as a result of their efforts.

Base Salary � In general, the Board intends to maintain the base salaries of the Company�s executive officers and senior managers within
peer group levels, with the ability to make appropriate adjustment to reflect other relevant factors, which may include individual performance,
experience, expertise and tenure. Annually, the Committee establishes a base wage for the Chief Executive Officer, the President, the Chief
Financial Officer, and the Senior Vice President-Loan Administration. The Committee�s determination is based upon the performance of the
individual and compensation levels established by the Company�s peers and evaluations by consultants.

        The base salaries of all other officers and senior managers are established by the Bank�s President and Chief Executive Officer.

Long-Term Incentives � The Company provides long-term incentives in the form of stock options. Each year the Committee recommends
to the Board a list of stock options to be granted. These options are intended to recognize individual contributions, to align the interests of
employees with the interests of shareholders, and to incentivize employees to contribute to the long-term objectives of the Company. The
Company provides a 401(k) matching contribution to all employees participating in the plan.

G. Thomas Boylan                         Arend D. Lubbers                 Benj. A. Smith III
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SUMMARY COMPENSATION TABLE

        The following table sets forth the annual and long-term compensation paid to the Company�s Chief Executive Officer, the President and
Chief Executive Officer of the Bank, the Senior Vice President and Chief Financial Officer of the Company and the Bank, and the Senior Vice
President � Loan Administration of the Bank (collectively referred to as the �Named Executives�) for services rendered during 2002, 2003 and
2004. No other executive officers of the Company or the Bank received annual compensation in excess of $100,000 during 2002, 2003 or 2004.

Annual Compensation Long Term Compensation

Name and Principal Position Year Salary

Other
Annual

Compen-
sation($)

Securities
Underlying
Options(#)

All Other
Compen-
Sation(1)

Benj. A. Smith, III 2004 $ 155,769 $ 0 5,000 $ 0
     Chairman of the Board and 2003 150,000 0 5,250 0
     Chief Executive Officer of 2002 150,000 0 12,392 0
     the Company and a director
     of the Bank

Philip J. Koning 2004 220,044 52,000 6,000 4,911
     Chief Executive Officer and 2003 198,160 0 6,300 3,237
     President of the Bank and 2002 174,846 25,000 5,513 3,192
     Treasurer and Secretary of
     the Company

Jon W. Swets (2) 2004 152,163 35,000 5,000 270
     Senior Vice President and Chief 2003 130,048 0 6,573 282
     Financial Officer of the Company 2002 60,096 17,500 3,308 108
     and the Bank

Ray D. Tooker 2004 144,362 20,000 4,000 1,821
     Senior Vice President - Loan 2003 133,684 0 5,523 290
     Administration of the Bank 2002 128,635 16,000 0 227

(1) Includes an automobile allowance ($3,890 in 2004, $2,775 in 2003, and $2,866 in 2002) paid by the Company for the benefit of Mr.
Koning, as well as term life insurance premiums paid for the benefit of executive officers listed above.

(2) Mr. Swets was hired as Senior Vice President and Chief Financial Officer of the Company and the Bank effective July 1, 2002, at an
annual salary of $125,000. The Summary Compensation Table discloses his 2002 compensation from his date of hire through December
31, 2002.

9
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Option Grants in 2004. Shown below is information on grants of stock options pursuant to the Company�s Stock Compensation Plans.

Individual Grants

Potential Realizable
Value at Assumed

Annual Rates Of Stock
Price Appreciation For

Option Term (3)

Name

Number of
Securities

Underlying Options
Granted(1)

Percent of Total
Options Granted in

2004

Exercise or Base
Price (per
share)(2)

Expiration
Date 5% 10%

Benj. A. Smith, III 5,000 5.0% $ 28.80 11/18/14 $ 90,561 $ 229,499

Philip J. Koning 6,000 6.1% $ 28.80 11/18/14 $ 108,673 $ 275,398

Jon W. Swets 5,000 5.0% $ 28.80 11/18/14 $ 90,561 $ 229,499

Ray D. Tooker 4,000 4.0% $ 28.80 11/18/14 $ 72,449 $ 183,599

(1) Indicates number of shares which may be purchased pursuant to options granted in 2004 under the Company�s Stock Compensation Plans
as of December 31, 2004. During 2004, the Company granted to eligible employees and directors options to purchase an aggregate of
99,050 shares. Options may not be exercised in full or in part prior to the expiration of one year from the date of grant.

(2) The exercise price equals the prevailing market price of the Common Stock on the date of grant. The exercise price may be paid in cash,
by the delivery of previously owned shares, through the withholding of shares otherwise issuable upon exercise or a combination thereof.

(3) These amounts are based on assumed rates of appreciation over the entire option period without any discount to present value. Actual
gains, if any, on stock option exercises will be dependent on overall market conditions and on the future performance of the Company�s
Common Stock. There can be no assurance that the amounts reflected in this table will be realized.
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Year-End Options Values. Shown below is information with respect to unexercised options to purchase shares of the Company�s Common
Stock granted to the Named Executives and held by them at December 31, 2004.

Number of Shares
Acquired Upon

Exercise of
Options

Value
Realized

Upon Exercise

Number of Shares Subject to
Unexercised Options Held at

December 31, 2004

Value of Unexercised
In-the-Money Options at

December 31, 2004(1)

          Name Exercisable Unexercisable Exercisable Unexercisable

Benj. A. Smith, III - - 53,104 6,147 $ 913,345 $ 34,804
Philip J. Koning 5,904 $ 112,471 29,454 6,000 $ 486,990 $ 20,940
Jon W. Swets - - 9,881 5,000 $ 98,660 $ 17,450
Ray D. Tooker 370 $ 3,350 12,202 4,000 $ 180,736 $ 13,960

(1) The value of unexercised options reflects the increase in market value of the Company�s Common Stock from the date of grant through
December 31, 2004 (when the closing price of the Company�s Common Stock was $32.29 per share). Value actually realized upon
exercise by the Named Executives will depend on the value of the Company�s Common Stock at the time of exercise.

Benefits. The Company provides group health and life insurance benefits and supplemental unemployment benefits to its regular
employees, including executive officers. The Company has a 401(k) plan.

Security Ownership of Management. The following table shows, as of January 15, 2005, the number of shares beneficially owned by each
of the Named Executives identified in the executive compensation tables of this proxy statement and by all Directors and Executive Officers as a
group. Except as described in the notes following the table, the following persons have sole voting and dispositive power as to all of their
respective shares.

Name
Amount and Nature of
Beneficial Ownership(1) Percent of Common Stock

Benj. A. Smith, III (2) 325,025      3.7%

Philip J. Koning 60,617      0.7%

Jon W. Swets(3) 13,687      0.2%

Ray D. Tooker(4) 16,113      0.2%
All Executive Officers and Directors as a Group
(8 persons) 928,376      10.5%

(1) See Footnotes 1 and 2 to the Information About Directors table appearing on page 4 of this Proxy Statement.
(2) Excludes 101,709 shares owned by Mr. Boylan for which Smith & Associates Investment Management Services, an investment advisory

service controlled by Mr. Smith, has voting power, but disclaims beneficial ownership. Mr. Boylan�s shares are included in the All
Executive Officers and Directors as a Group total.

(3) Includes 9,881 shares subject to options that are currently exercisable.
(4) Includes 12,202 shares subject to options that are currently exercisable.
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TRANSACTIONS INVOLVING MANAGEMENT

        Directors and officers of the Company and their associates were customers of, and had transactions with, subsidiaries of the Company in
the ordinary course of business during 2004. All loans and commitments included in such transactions were made in the ordinary course of
business on substantially the same terms, including interest rates and collateral, as those prevailing at the time for comparable transactions with
other persons and do not involve an unusual risk of collectibility or present other unfavorable features.

        The Company has purchased 1.45 acres of land from director John F. Koetje for $640,000. The land is part of a 5.3 acre site being
developed by Mr. Koetje. The terms of the purchase where negotiated on an arms-length basis, and the Company believes that the terms were no
less favorable to the Company than could have been obtained from a third party. The Company obtained an independent appraisal to support the
purchase price. There was a cooperative effort to build a new road into the development and to develop a storm water detention area for the site.
The Company expects to pay two-thirds of the road cost estimated at $100,000 and one-third of the storm water retention area estimated at
$40,000. The Company is building a new branch on the property.

        Mr. Benj. A. Smith, III, the Chairman and Chief Executive Officer of the Company, is also the sole owner and President of Smith &
Associates Investment Management Services, an investment advisory firm. Approximately $195 million of the $1.044 billion in assets held by
Macatawa Bank�s trust department at December 31, 2004, represent accounts referred by Smith & Associates to the trust department. These
assets were previously held in custodial accounts with other financial institutions. Smith & Associates received no compensation for these
referrals. Smith & Associates may continue to refer additional accounts to the trust department, although we do not expect the dollar amount of
future referrals to be as large as the initial referrals to the trust department. Most of the accounts referred by Smith & Associates to the trust
department are custodial accounts as to which the trust department has no investment responsibility or authority. The trust department is
compensated from these accounts for its custodial services. Payments to Smith & Associates for investment services are made from these
custodial accounts based on arrangements made directly between Smith & Associates and the trust grantors.

        When trust documents give our trust department investment authority, depending on the size and nature of the trust, the trust asset
investment services may be handled internally or outsourced. The trust department handles the investment of smaller accounts internally.
However, the trust department is not yet internally staffed to perform active investment management services for larger, more complex trusts.
For these trusts, the trust department outsources investment management services to one of approximately eight investment advisory firms based
on the trust customer�s preference. The trust department receives no compensation for these referrals just as it pays no compensation for accounts
referred to it. All investment management services provided to our trust department by Smith & Associates have been and will be entered into on
terms that are no less favorable to us or our customers than those which can be obtained from unaffiliated third parties. In 2004, total payments
to Smith & Associates for investment management services performed on behalf of our trust department were $147,000. The total of these fees
was less than the custodial fee revenue received by the Macatawa Bank trust department from custodial accounts referred by Smith & Associates
to the trust department.

        The Bank has entered into an Investment Management Agreement under which Smith & Associates provides certain investment
management services to the Bank. As of December 31, 2004 the Bank had approximately $140 million of securities managed by Smith &
Associates. The investment services are provided on terms that are no less favorable to us than those which can be obtained from unaffiliated
third parties. In 2004, total payments to Smith & Associates for investment management services performed in connection with Macatawa Bank�s
security portfolio were less than $35,000.

12
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        During 2004 the Company revised its consulting agreement with Benj. A. Smith, III, the Chairman and Chief Executive Officer of the
Company. The employment agreement provides that beginning on the date that Mr. Smith resigns as Chief Executive Officer of the Company,
for a period of six years he will remain employed by the Company at compensation of $12,500 per month. This Employment Agreement
replaces his prior Employment Agreement and includes a revised description of the services to be rendered.

on occurs, the holders of the debt securities will not have the right to require redemption of their securities or similar
rights unless otherwise provided in a prospectus supplement. 11 EVENTS OF DEFAULT An "Event of Default"
occurs with respect to debt securities of any series if any of the following occurs: - we fail to pay any interest on any
debt securities of the applicable series or any related coupon or any other amount applicable to such series as specified
in the applicable prospectus supplement within 30 days of the due date; - we fail to pay principal or premium on any
debt securities of the applicable series on its due date; - we fail to deposit any sinking fund payment when and as due
by the terms of the debt securities of that series; - we default for 60 days after notice to us by the trustee for such
series, or by the holders of 25% in aggregate principal amount of the debt securities of such series then outstanding, in
the performance of any other agreement applicable to the debt securities of that series; and - certain events in
bankruptcy, insolvency or reorganization occur; or - any other Event of Default specified in the prospectus supplement
applicable to such series occurs. An Event of Default with respect to a particular series of debt securities will not
necessarily be an Event of Default with respect to any other series of debt securities. The indentures provide that, if an
Event of Default occurs with respect to the debt securities of any series and is continuing, the trustee for the series or
the holders of 25% in aggregate principal amount of all of the outstanding debt securities of that series, by written
notice to us (and to the trustee for such series, if notice is given by the holders of debt securities), may declare the
principal (or, if the debt securities of that series are original issue discount debt securities or indexed debt securities,
such portion of the principal amount specified in the prospectus supplement) of all the debt securities of that series to
be due and payable. The indentures provide that the trustee for any series of debt securities will give to the holders of
the debt securities of that series notice of all uncured Defaults (as defined below) within 90 days after the occurrence
of a Default. However, such notice will not be given until 60 days after the occurrence of a Default with respect to the
debt securities of that series involving a failure to perform a covenant other than the obligation to pay principal,
premium, and/or interest, if any, or make a mandatory sinking fund payment. Further, except in the case of default in
payment on the debt securities of that series, the trustee may withhold the notice if and so long as a committee
comprised of certain officers of the trustee determines in good faith that withholding such notice is in the interest of
the holders of the debt securities of that series. "Default" means any event which is, or, after notice or passage of time
or both, would be, an Event of Default. Under the indentures, the trustee is under no obligation to exercise any of its
rights or powers at the request of any of the holders, unless such holders have offered to the trustee reasonable
indemnity. Subject to such provision for indemnification, the indentures provide that the holders of not less than a
majority in aggregate principal amount of the debt securities of each series affected with each series voting as a class,
may direct the time, method and place of conducting any proceeding for any remedy available to the trustee for such
series, or exercising any trust or power conferred on such trustee. We are required to file annually with the trustee a
certificate as to our compliance with all conditions and covenants under indentures, except an Event of Default based
on the payment of the principal of, premium, if any, or interest, if any, on any debt security of a series and certain
other defaults. By notice to the trustee, the holders of not less than a majority in total principal amount of any series of
debt securities may waive any past Default or Event of Default with respect to that series and its consequences.
Further, such majority holders may rescind and annul a declaration of acceleration with respect to that series (unless a
judgment or decree based on such acceleration has been obtained and entered), except an acceleration based on an
Event of Default in the payment of the principal of, premium, if any, or interest, if any, on any debt security (and any
resulting acceleration) and certain other defaults. 12 MODIFICATION OF INDENTURE Without Holder Consent.
Without the consent of any holders of debt securities, we and the trustee may enter into one or more supplemental
indentures for any of the following purposes: - to evidence the succession of another entity to our company and the
assumption of our covenants by a successor; or - to add one or more covenants or other provisions for the benefit of
the holders of all or any series or tranche of debt securities, or to surrender any right or power conferred upon us; or -
to add any additional Events of Default for all or any series of debt securities; or - to add or change any provisions to
such extent as necessary to permit or facilitate the issuance of debt securities in bearer or in global form; or - to
provide security for the debt securities of any series; or - to establish the form or terms of debt securities of any series
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bearer or in global form; or - to provide for the issuance of bearer securities; or - to evidence and provide for the
acceptance of appointment of a separate or successor trustee; or - under certain circumstances to add to, change or
eliminate any provision affecting debt securities not yet issued; or - to cure any ambiguity, defect, correct or
inconsistency or to make any other changes that do not adversely affect the interests of the holders of debt securities
of any series issued under such indenture in any material respect. If the Trust Indenture Act is amended after the date
of the indenture so as to require changes to the indentures or so as to permit changes to, or the elimination of,
provisions which, at the date of the indentures or at any time thereafter, were required by the Trust Indenture Act to be
contained in the indentures, the indentures will be deemed to have been amended so as to conform to such amendment
or to effect such changes or elimination, and we and the trustee may, without the consent of any holders, enter into
one or more supplemental indentures to effect or evidence such amendment. With Holder Consent. Except as provided
above, the consent of the holders of at least a majority in aggregate principal amount of the debt securities of each
series affected by such supplemental indenture is generally required for the purpose of adding to, or changing or
eliminating any of the provisions of, the debt securities pursuant to a supplemental indenture. However, no
amendment or modification may, without the consent of the holder of each outstanding debt security directly affected
thereby, - change the stated maturity of the principal or interest on any debt security (other than pursuant to the terms
thereof), or reduce the principal amount, interest or premium payable or change the currency in which any debt
security is payable, or impair the right to bring suit to enforce any payment; or - reduce the percentages of holders
whose consent is required to modify or amend the indentures of compliance with certain provisions of the indentures
or for waiver of certain defaults; or - reduce the premium, if any, upon redemption of any debt security; or - reduce
principal payable upon acceleration of the maturity of an original issue discount debt security; or - change our
obligation to maintain an office or agency in the places and for the purposes specified in the indentures; or - modify
any of the foregoing provisions. 13 A supplemental indenture which changes or eliminates any provision of the
indenture expressly included solely for the benefit of holders of debt securities of one or more particular series or
tranches will be deemed not to affect the rights under the indenture of the holders of debt securities of any other series
or tranche. DEFEASANCE If indicated in the applicable prospectus supplement, we will have two options to
discharge our obligations under a series of debt securities before their maturity date. We may elect either: - to defease
and be discharged from any and all obligations with respect to the debt securities of or within any series (except as
described below) ("defeasance"); or - to be released from our obligations with respect to certain covenants applicable
to the debt securities of or within any series ("covenant defeasance"). To elect either option, we must deposit with the
trustee for such series an amount of money and/or government obligations sufficient to pay the principal of, premium
and/or interest, if any, on such debt securities to maturity or redemption, as the case may be, and any mandatory
sinking fund or analogous payments. Upon the occurrence of a defeasance, we will be deemed to have paid and
discharged the entire indebtedness represented by the debt securities and any related coupons and to have satisfied all
of our obligations, except for: - the rights of holders of the debt securities to receive, solely from the trust funds
deposited to defease such debt securities, payments in respect of the principal of, premium, and/or interest, if any, on
the debt securities or any related coupons when such payments are due; and - certain other obligations as provided in
the indentures. Upon the occurrence of a covenant defeasance, we will: - be released only from our obligations to
comply with certain covenants contained in the indentures; - continue to be obligated in all other respects under the
debt securities; and - continue to be contingently liable with respect to the payment of principal, premium and/or
interest, if any, with respect to the debt securities. Unless otherwise specified in the applicable prospectus supplement
and except as described below, the conditions to both defeasance and covenant defeasance are as follows: - the
defeasance or covenant defeasance must not result in a breach or violation of, or constitute a default or event of
default under, the applicable indenture; - certain bankruptcy related defaults or events of default must not have
occurred and be continuing during the period commencing on the date of the deposit of the trust funds to defease the
debt securities and ending on the 91st day after such date; - we must deliver to the trustee an opinion of counsel to the
effect that the holders of the debt securities will not recognize income, gain or loss for federal income tax purposes as
a result of the defeasance or covenant defeasance and will be subject to federal income tax on the same amounts and
in the same manner and at all the same times as would have been the case if the defeasance or covenant defeasance
had not occurred; and - any additional conditions to the defeasance or covenant defeasance which may be imposed on
us pursuant to the applicable indenture. A nationally recognized firm of independent public accountants must deliver a
written certification to the trustee as to the sufficiency of the trust funds deposited for the defeasance or covenant
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defeasance of the debt securities. As holders of the debt securities, you will not have any recourse against such firm. If
government 14 obligations deposited with the trustee for the defeasance of the debt securities decrease in value or
default subsequent to their being deposited, we will have no further obligation, and you will have no additional
recourse against us, as a result of such decrease in value or default. We may exercise our defeasance option
notwithstanding our prior exercise of our covenant defeasance option. If we exercise our defeasance option, payment
of the debt securities may not be accelerated because of a Default or an Event of Default. If we exercise our covenant
defeasance option, payment of the debt securities may not be accelerated by reason of a Default or an Event of Default
with respect to the covenants to which such covenant defeasance is applicable. However, if such acceleration were to
occur, the realizable value at the acceleration date of the money and government obligations in the defeasance trust
could be less than the principal and interest, if any, then due on such debt securities, because the required deposit in
the defeasance trust is based upon scheduled cash flow rather than market value, which will vary depending upon
interest rates and other factors. A prospectus supplement may further describe the provisions, if any, applicable to
defeasance or covenant defeasance with respect to debt securities of a particular series. THE TRUSTEE The initial
trustee under the senior debt indenture is Bank One, N.A. The trustee under the subordinated debt indenture will be
named when the subordinated debt securities are issued. If more than one series of debt securities is outstanding under
an indenture, a trustee may serve as trustee with respect to the debt securities of one or more of such series. If more
than one series of debt securities is outstanding under an indenture, the holders of a majority in total principal amount
of each such series at any time outstanding may remove the trustee with respect to such series (but not as to any other
series) by notifying the trustee and us and may appoint a successor trustee for such series with our consent.
DESCRIPTION OF TRUST SECURITIES The trust may issue trust preferred securities and trust common securities,
which we refer to collectively as the "trust securities," under the terms of the trust agreement. The trust preferred
securities will represent undivided beneficial interests in the assets of the trust. We will own all of the trust common
securities. Selected provisions of the trust agreement are summarized below. This summary is not complete and
contains only a general description of the trust preferred securities. Any of the following terms may be changed, as set
forth in a prospectus supplement. A form of trust agreement has been filed with the SEC, and you should read the trust
agreement for provisions that may be important to you. A definitive form of trust agreement will be filed with the SEC
when we issue trust preferred securities. The trust agreement will be qualified under the Trust Indenture Act. You
should also refer to the Trust Indenture Act for provisions that apply to the trust preferred securities. Wherever
particular defined terms of the trust agreement are referred to, such defined terms are incorporated herein by reference.
GENERAL The trust preferred securities and trust common securities issued by the trust will be substantially the same
except that, if there is an event of default under the trust agreement, as described below, the rights of the holders of the
trust preferred securities will be entitled to priority in right of payment over our rights as holders of the trust common
securities. The trust will invest the proceeds from any issuance of the trust preferred securities, together with the
consideration we pay for the trust common securities to purchase trust debentures from us. Legal title in the trust
debentures will be held by the property trustee in trust for the benefit of holders of the trust securities. In accordance
with the trust agreement, the trust may not, among other things, borrow money, issue debt or any securities other than
the trust securities, execute mortgages or pledge any of its assets. 15 We will guarantee distributions on the trust
preferred securities on a limited basis to the extent described under the caption "Description of Guarantee." The
guarantee will not guarantee payment of distributions or amounts payable on redemption of the trust preferred
securities or liquidation of the trust when the trust does not have funds on hand legally available for such payments. In
such event, a remedy of a holder of trust preferred securities is to direct the property trustee to enforce its rights under
the trust debentures. If the property trustee fails to enforce its rights with respect to the trust debentures held by the
trust, any record holder of the trust preferred securities may, to the fullest extent permitted by law, institute legal
proceedings directly against us to enforce the property trustee's rights under such trust debentures without first
instituting any legal proceedings against the property trustee or any other person or entity. In addition, a holder of the
trust preferred securities may institute a legal proceeding directly against us for enforcement of payment to such
holder of principal of, premium, if any, or interest on the trust debentures having a principal amount equal to the
aggregate liquidation amount of the trust preferred securities of such holder on or after the due date specified in the
trust debentures. Holders of the trust preferred securities will have no preemptive or similar rights. DISTRIBUTIONS
Distributions on the trust preferred securities will be payable on the dates and at the rates set forth in a prospectus
supplement. The distribution rate and the relevant distribution date for the trust securities will correspond to the

Edgar Filing: MACATAWA BANK CORP - Form DEF 14A

TRANSACTIONS INVOLVING MANAGEMENT 18



payments and payment dates on the trust debentures. The revenue of the trust available for distribution to holders of
the trust preferred securities will be limited to payments under the trust debentures in which the trust will invest the
proceeds from the issuance and sale of the trust securities. If we fail to make interest payments on the trust debentures,
the property trustee will not have funds available to pay distributions on the trust preferred securities. Unless
otherwise specified in the applicable prospectus supplement, we may defer the payment of interest on the trust
debentures on one or more occasions for a period not exceeding 10 consecutive semi-annual periods (or the equivalent
thereof), unless a debenture event of default has occurred and is continuing. However, no deferral period shall extend
beyond the stated maturity date. Distributions on the trust preferred securities will be deferred by the trust during any
such deferral period. Distributions to which holders of the trust preferred securities are entitled during any such
deferral period will accumulate additional distributions at the rate per annum set forth in the prospectus supplement.
Upon the termination of any deferral period and the payment of all amounts then due on any interest payment date, we
may elect to begin a new deferral period, subject to the requirements described above. No interest shall be due and
payable during any deferral period, except at the end of the period. We must give the property trustee, the debenture
trustee and the administrative trustees notice of our election to defer the payment of interest on the trust debentures at
least one business day prior to the earlier of: - the date the distributions on the trust preferred securities would have
been payable except for the election to begin such deferral period; or - the date the administrative trustees are required
to give notice to any securities exchange or to holders of trust preferred securities of the record date or the date such
distributions are payable, but in any event not less than one business day prior to such record date. There is no
limitation on the number of times that we may elect to begin a deferral period. Accordingly, there could be multiple
deferral periods of varying lengths throughout the term of the trust preferred securities. See "Description of Trust
Debentures -- Option to Extend Interest Payment Date." Unless otherwise specified in the applicable prospectus
supplement, during any deferral period, we may not do any of the following: - declare or pay any dividends or
distributions on, or redeem, purchase, acquire, or make a liquidation payment with respect to, any of our capital stock
-- subject to certain exceptions described under "Description of Trust Debentures -- Restrictions on Certain
Payments"; 16 - make any payment of principal of or premium, if any, or interest on or repay, repurchase or redeem
any of our debt securities that rank pari passu with or junior in right of payment to the trust debentures; or - make any
guarantee payments (other than payments under the guarantee) with respect to any guarantee by us of the debt
securities of any of our subsidiaries if such guarantee ranks pari passu with or junior in right of payment to the trust
debentures. CONVERSION OR EXCHANGE If and to the extent indicated in the applicable prospectus supplement,
the trust securities of any series may be convertible or exchangeable into other debt or equity securities or property.
The specific terms on which the trust securities may be so converted or exchanged will be set forth in the applicable
prospectus supplement. Such terms may include provisions for conversion or exchange, either mandatory, at the
option of the holder, or at our option, in which case the number or amount of securities or property to be received by
the holders of the trust securities would be calculated as of a time and in the manner stated in the applicable
prospectus supplement. ADDITIONAL SUMS Except as set forth in the applicable prospectus supplement, we will
pay as additional amounts in the trust debentures such additional amounts as may be necessary in order that the
amount of distributions then due and payable by the trust on the outstanding trust securities will not be reduced as a
result of any additional taxes, duties and other governmental charges. REDEMPTION Whenever the trust debentures
are repaid, other than following the distribution of the trust debentures to the holders of the trust securities, whether at
maturity or earlier redemption, the property trustee will apply the proceeds to redeem a like amount of the trust
securities at the applicable redemption price specified in the applicable prospectus supplement. "Like amount" means:
- with respect to a redemption of the trust securities, trust securities having a liquidation amount equal to the principal
amount of trust debentures to be paid in accordance with their terms; and - with respect to a distribution of trust
debentures upon the dissolution and liquidation of the trust, trust debentures having a principal amount equal to the
liquidation amount of the trust securities of the holder to whom such trust debentures are being distributed.
REDEMPTION PROCEDURES If applicable, trust securities will be redeemed at the applicable redemption price
with the proceeds from the contemporaneous repayment or prepayment of the trust debentures. Any redemption of
trust securities will be made and the applicable redemption price will be payable on the redemption date only to the
extent that the trust has funds legally available for the payment of the applicable redemption price. See also "--
Subordination of Trust Common Securities." If the trust gives a notice of redemption in respect of the trust preferred
securities, then, by 12:00 noon, New York City time, on the redemption date, to the extent funds are legally available,
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with respect to the trust preferred securities held by DTC or its nominees, the property trustee will deposit with DTC
funds sufficient to pay the applicable redemption price. See "-- Form, Denomination, Book-Entry Procedures and
Transfer." With respect to the trust preferred securities held in certificated form, the property trustee, to the extent
funds are legally available, will pay the applicable redemption price to the holders of trust preferred securities upon
surrender of the security. See "-- Payment and Paying Agency." Notwithstanding the foregoing, distributions payable
on or prior to the redemption date shall be payable to the holders of such trust preferred securities on the relevant
record dates for the related distribution dates. If notice of redemption has been given and funds 17 are deposited as
required, then on the date of such deposit, all rights of the holders of the trust preferred securities called for
redemption will cease, except the right of the holders of the trust preferred securities to receive the applicable
redemption price, and the trust preferred securities will cease to be outstanding. If any redemption date of trust
preferred securities is not a business day, then the redemption price will be paid on the next day that is a business day.
If the next business day falls in the next calendar year, then the required payment will be made on the immediately
preceding business day. Subject to applicable law, our subsidiaries or we may, from time to time purchase outstanding
trust preferred securities by tender, in the open market or by private agreement. The trust may not redeem fewer than
all of the outstanding trust preferred securities unless all accumulated and unpaid distributions have been paid on all
trust preferred securities for all distribution periods terminating on or prior to the redemption date. If less than all of
the issued trust preferred securities and trust common securities are to be redeemed on a redemption date, then the
aggregate amount of such trust preferred securities and trust common securities to be redeemed shall be allocated pro
rata among the trust preferred securities and the trust common securities. The property trustee will select on a pro rata
basis the particular outstanding trust preferred securities to be redeemed not more than 60 days prior to the redemption
date, by such method as the property trustee shall deem fair and appropriate. The property trustee will promptly notify
the trust registrar in writing of the trust preferred securities selected for redemption and, in the case of any trust
preferred security selected for partial redemption, the liquidation amount to be redeemed. For all purposes of the trust
agreement, unless the context otherwise requires, all provisions relating to the redemption of trust preferred securities
will relate, in the case of any trust preferred security redeemed or to be redeemed only in part, to the portion of the
aggregate liquidation amount of trust preferred securities which has been or is to be redeemed. Notice of any
redemption will be mailed at least 30 days but not more than 60 days before the redemption date to each holder of
trust securities at its registered address. Unless we default in payment of the applicable redemption price on, or in the
repayment of, the trust debentures, on and after the redemption date distributions will cease to accrue on the trust
securities called for redemption. CANCELLATION If at any time we or any of our affiliates hold any trust preferred
securities, we may deliver to the property trustee all or any portion of such trust preferred securities as we elect and
receive, in exchange therefore, a like amount of debentures. After the exchange, such trust preferred securities will be
cancelled and will no longer be deemed to be outstanding and all rights of ours or our affiliates with respect to such
trust preferred securities will cease. LIQUIDATION OF THE TRUST AND DISTRIBUTION OF TRUST
DEBENTURES The trust will automatically dissolve upon the first to occur of: - our bankruptcy, dissolution or
liquidation or revocation of our charter without reinstatement for 90 days; - the expiration of the term of the trust; - the
entry of an order for dissolution of the trust by a court of competent jurisdiction; - if we direct the property trustee in
writing to dissolve the trust and distribute a like amount of the trust debentures to the holders of the trust securities;
and - redemption, or conversion or exchange, if applicable, of all of the trust securities. Unless otherwise specified in
the prospectus supplement, we have the right at any time to dissolve the trust and, after satisfaction of liabilities to
creditors of the trust, cause the trust debentures to be distributed to the holders of the trust securities in liquidation of
the trust. 18 If a dissolution occurs as described in bullet points one through three above, the trust will be liquidated by
the administrative trustees as expeditiously as possible. After satisfaction of liabilities to the trust's creditors, the
administrative trustees will distribute to the holders of the trust securities a like amount of the trust debentures, unless
such distribution is determined by the property trustee not to be practicable. In such case, the holders will be entitled
to receive pro rata out of the assets of the trust legally available for distribution to holders an amount equal to the
aggregate of the liquidation amount plus accumulated and unpaid distributions thereon to the date of payment. If this
liquidation distribution can be paid only in part because the trust has insufficient assets on hand legally available to
pay in full the aggregate liquidation distribution, then the amount payable directly by the trust on the trust securities
will be paid on a pro rata basis, except that if a debenture event of default has occurred and is continuing, the trust
preferred securities shall have a priority over the trust common securities. See "-- Subordination of Trust Common
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Securities." If we elect not to redeem the trust debentures before maturity in accordance with their terms and either
elect not to or are unable to dissolve and liquidate the trust and distribute the trust debentures to holders of the trust
securities, the trust securities will remain outstanding until the repayment of the trust debentures on the stated maturity
date. After the liquidation date is fixed for any distribution of trust debentures to holders of the trust securities, - the
trust securities will no longer be deemed to be outstanding; - DTC or its nominee will receive, in respect of each
registered global certificate, if any, representing trust securities and held by it, a registered global certificate or
certificates representing the trust debentures to be delivered upon such distribution; and - any certificates representing
trust securities not held by DTC or its nominee will be deemed to represent trust debentures having a principal amount
equal to the liquidation amount of such trust securities until such certificates are presented to the administrative
trustees or their agent for cancellation. We will then issue to such holder, and the debenture trustee will authenticate, a
certificate representing such trust debentures. SUBORDINATION OF TRUST COMMON SECURITIES Payment of
distributions on, and the redemption price of, the trust securities will be made pro rata based on the liquidation amount
of the trust securities. However, if on any distribution date or redemption date a debenture event of default has
occurred and is continuing, no payment of any distribution on, or applicable redemption price of, any of the trust
common securities, and no other payment on account of the redemption, liquidation or other acquisition of the trust
common securities, will be made unless payment in full in cash of all accumulated and unpaid distributions on all of
the outstanding trust preferred securities for all distribution periods terminating on or prior thereto, or in the case of
payment of the applicable redemption price the full amount of such redemption price, shall have been made or
provided for, and all funds available to the property trustee shall first be applied to the payment in full in cash of all
distributions on, or redemption price of, the trust preferred securities then due and payable. In the case of any event of
default under the trust agreement, we, as holder of the trust common securities, will be deemed to have waived any
right to act with respect to such event of default until the effect of such event of default with respect to the trust
preferred securities is cured, waived or otherwise eliminated. Until any such event of default is so cured, waived or
otherwise eliminated, the property trustee will act solely on behalf of the holders of the trust preferred securities and
not on behalf of us, as holder of the trust common securities, and only the holders of the trust preferred securities will
have the right to direct the property trustee to act on their behalf. EVENTS OF DEFAULT; NOTICE The occurrence
of a debenture event of default constitutes an event of default under the trust agreement. See "Description of Trust
Debentures -- Debenture Events of Default." 19 Within five business days after the occurrence of any trust agreement
event of default actually known to the property trustee, the property trustee will transmit notice of such default to the
holders of the trust preferred securities, the administrative trustees and us, unless such default is cured or waived. We
and the administrative trustee are required to file annually with the property trustee a certificate as to whether or not
we are in compliance with all the conditions and covenants under the trust agreement. Upon the occurrence of a trust
agreement event of default, the debenture trustee or the property trustee as the holder of the trust debentures will have
the right under the junior subordinated indenture to declare the principal of and interest on the trust debentures to be
immediately due and payable. If a trust agreement event of default has occurred and is continuing and such event is
attributable to our failure to pay interest, principal or other required payments on the trust debentures issued to the
trust on the date such interest, principal or other payment is otherwise payable, then a record holder of trust preferred
securities may, on or after the respective due dates specified in the trust debentures, institute a proceeding directly
against us for enforcement of payment on trust debentures having a principal amount equal to the aggregate
liquidation amount of the trust preferred securities held by such holder. In connection with such an action, we will be
subrogated to the rights of such record holder of trust preferred securities to the extent of any payment made by us to
such record holder of trust preferred securities. If a debenture event of default has occurred and is continuing, the trust
preferred securities shall have a preference over the trust common securities as described under "-- Liquidation of the
Trust and Distribution of Trust Debentures" and "-- Subordination of Trust Common Securities." REMOVAL OF
TRUSTEES Unless a debenture event of default occurs and is continuing, any administrative trustee may be removed
at any time by the holder of the trust common securities. If a debenture event of default has occurred and is
continuing, the property trustee and the Delaware trustee may be removed at such time by the holders of a majority in
liquidation amount of the outstanding trust preferred securities. In no event will the holders of the trust preferred
securities have the right to vote to appoint, remove or replace the administrative trustees, which voting rights are
vested exclusively in the holder of the trust common securities. No resignation or removal of a trustee and no
appointment of a successor trustee shall be effective until the acceptance of appointment by the successor trustee in
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accordance with the provisions of the trust agreement. MERGERS, CONSOLIDATIONS, AMALGAMATIONS OR
REPLACEMENTS OF THE TRUST The trust may not merge with or into, convert into, consolidate, amalgamate, or
be replaced by, or convey, transfer or lease its properties and assets as an entirety or substantially as an entirety to any
corporation or other person, except as described below or as otherwise described under "-- Liquidation of the Trust
and Distribution of Trust Debentures." The trust may, at our request and with the consent of the administrative trustees
but without the consent of the holders of the trust preferred securities, the Delaware trustee or the property trustee,
merge with or into, convert into, consolidate, amalgamate, or be replaced by or convey, transfer or lease its properties
and assets as an entirety or substantially as an entirety to a trust organized as such under the laws of any state of the
United States or the District of Columbia; provided that: - such successor entity either: - expressly assumes all of the
obligations of the trust with respect to the trust securities and the trust agreement; or - substitutes for the trust
securities other securities having substantially the same terms as the trust securities (the "Successor Securities") so
long as the Successor Securities rank the same as the trust securities rank in priority with respect to distributions and
payments upon liquidation, redemption and otherwise; - we expressly appoint a trustee of such successor entity
possessing the same powers and duties as the property trustee as the holder of the trust debentures; 20 - the Successor
Securities are listed, or any Successor Securities will be listed upon notification of issuance, on any national securities
exchange or other organization on which the trust securities are then listed or quoted, if any; - if the trust preferred
securities (including any Successor Securities) are rated by any nationally recognized statistical rating organization
prior to such transaction, such merger, conversion, consolidation, amalgamation, replacement, conveyance, transfer or
lease does not cause the trust preferred securities (including any Successor Securities) or, if the trust debentures are so
rated, the trust debentures, to be downgraded by any such nationally recognized statistical rating organization; - such
merger, conversion, consolidation, amalgamation, replacement, conveyance, transfer or lease does not adversely affect
the rights, preferences and privileges of the holders of the trust securities (including any Successor Securities) in any
material respect; - such successor entity has a purpose substantially identical to that of the trust; - prior to such merger,
conversion, consolidation, amalgamation, replacement, conveyance, transfer or lease, we have received an opinion
from independent counsel to the trust experienced in such matters to the effect that: - such merger, conversion,
consolidation, amalgamation, replacement, conveyance, transfer or lease does not adversely affect the rights,
preferences and privileges of the holders of the trust securities (including any Successor Securities) in any material
respect (other than by reason of dilution); and - following such merger, conversion, consolidation, amalgamation,
replacement, conveyance, transfer or lease, - neither the trust nor such successor entity will be required to register as
an investment company under the Investment Company Act of 1940; and - the trust or the successor entity will
continue to be classified as a grantor trust for United States federal income tax purposes; and - we or any permitted
successor or assignee own all of the trust common securities of such successor entity and guarantee the obligations of
such successor entity under the Successor Securities at least to the extent provided by the guarantee and the common
guarantee. Notwithstanding the foregoing, the trust will not, except with the consent of holders of 100% in liquidation
amount of the trust securities, consolidate, convert into, amalgamate, merge with or into, convert into, or be replaced
by or convey, transfer or lease its properties and assets as an entirety or substantially as an entirety to, any other entity
or permit any other entity to consolidate, convert into, amalgamate, merge with or into, or replace it if such
consolidation, conversion, amalgamation, merger, replacement, conveyance, transfer or lease would cause the trust or
the successor entity not to be classified as a grantor trust for United States federal income tax purposes or would cause
the holders of the trust securities not to be treated as owning an undivided interest in the trust debentures. VOTING
RIGHTS; AMENDMENT OF THE TRUST AGREEMENT Except as provided below and under "-- Mergers,
Consolidations, Amalgamations or Replacements of the Trust" and "Description of Guarantee -- Amendments and
Assignment" and as otherwise required by law and the trust agreement, the holders of the trust preferred securities will
have no voting rights. The trust agreement may be amended from time to time by us and the administrative trustees,
without the consent of the holders of the trust securities: - to cure any ambiguity, correct or supplement any provisions
in the trust agreement that may be inconsistent with any other provision, or to make any other provisions with respect
to matters or questions arising under the trust agreement, which shall not be inconsistent with the other provisions of
the trust agreement; 21 - to modify, eliminate or add to any provisions of the trust agreement to such extent as shall be
necessary to ensure that the trust will be classified for United States federal income tax purposes as a grantor trust at
all times that any trust securities are outstanding or to ensure that the trust will not be required to register as an
"investment company" under the Investment Company Act; - to provide for a successor trustee; or - to add to the
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covenants or obligations of us as sponsor; provided, however, that in the case of the first two bullet points, the
interests of the holders of the trust securities shall not be adversely affected in any material respect. Any amendments
of the trust agreement pursuant to the foregoing shall become effective once notice is given to the holders of the trust
securities. We and the administrative trustees may otherwise amend the trust agreement with the consent of holders
representing a majority (based upon liquidation amount) of the outstanding trust securities upon receipt by the trustees
of an opinion of counsel experienced in such matters to the effect that such amendment or the exercise of any power
granted to the trustees in accordance with such amendment will not affect the trust's status as a grantor trust for United
States federal income tax purposes or the trust's exemption from status as an investment company under the
Investment Company Act; provided that, without the consent of each holder of trust securities, the trust agreement
may not be amended to: - change the amount or timing of any distribution on the trust securities or otherwise
adversely affect the amount of any distribution required to be made in respect of the trust securities as of a specified
date; or - restrict the right of a holder of trust securities to institute suit for the enforcement of any such payment on or
after such date. Subject to the requirements discussed below, holders of a majority in liquidation amount of trust
preferred securities may, and so long as any trust debentures are held by the trust, the trustees will not, without
obtaining the prior approval of the holders of a majority in liquidation amount of all outstanding trust preferred
securities: - direct the time, method and place of conducting any proceeding for any remedy available to the debenture
trustee, or executing any trust or power conferred on the debenture trustee with respect to the trust debentures; - waive
any past defaults under the indenture; - exercise any right to rescind or annul a declaration of acceleration of the
maturity of the principal of the trust debentures; or - consent to any amendment, modification or termination of the
indenture or the trust debentures, where such consent shall be required. However, where a consent under the indenture
would require the consent of each holder of trust debentures affected thereby, no such consent shall be given by the
property trustee without the prior consent of each holder of the trust preferred securities. The trustees will not revoke
any action previously authorized or approved by a vote of the holders of the trust preferred securities except pursuant
to a subsequent vote of such holders. The property trustee shall notify each holder of trust preferred securities of any
notice of default that it receives with respect to the trust debentures. In addition to obtaining the foregoing approvals
of the holders of the trust preferred securities, prior to taking any of the foregoing actions, the trustees shall obtain an
opinion of counsel experienced in such matters to the effect that the trust will not fail to be classified as a grantor trust
for United States federal income tax purposes on account of such action. Any required approval of holders of trust
preferred securities may be given at a meeting of such holders convened for such purpose or pursuant to written
consent (without prior notice). The property trustee will cause a notice of any meeting at which holders of trust
preferred securities are entitled to vote to be given to each holder of record of trust preferred securities in the manner
set forth in the trust agreement. 22 No vote or consent of the holders of trust preferred securities will be required for
the trust to redeem and cancel the trust preferred securities in accordance with the trust agreement. Notwithstanding
that holders of the trust preferred securities are entitled to vote or consent under any of the circumstances described
above, any of the trust preferred securities that we own or any of our affiliates shall not be entitled to vote or consent
and shall, for purposes of such vote or consent, be treated as if they were not outstanding. PAYMENT AND PAYING
AGENCY Payments in respect of trust preferred securities held in global form will be made to the depositary, which
shall credit the relevant accounts at the depositary on the applicable distribution dates, or in respect of trust preferred
securities that are not held by the depositary, such payments shall be made by check mailed to the address of the
holder entitled thereto as such address shall appear on the register. The paying agent will initially be the property
trustee or an affiliate of the property trustee and any co-paying agent chosen by the property trustee and acceptable to
the administrative trustees and us. The paying agent will be permitted to resign as paying agent upon 30 days' written
notice to the property trustee, the administrative trustees and us. If the property trustee or an affiliate of the property
trustee is no longer the paying agent, the administrative trustees will appoint a successor (which will be a bank or trust
company acceptable to the administrative trustees and us) to act as paying agent. FORM, DENOMINATION,
BOOK-ENTRY PROCEDURES AND TRANSFER Unless otherwise specified in the applicable prospectus
supplement, the trust preferred securities will be in registered, global form, and the global trust preferred securities
will be deposited upon issuance with DTC, in New York, New York, and registered in the name of DTC or its
nominee, in each case for credit to an account of a direct or indirect participant in DTC as described below. A global
preferred security may not be transferred as a whole except by DTC to another nominee of DTC or to a successor of
DTC or its nominee. Beneficial interests in the global trust preferred securities shall be transferred and exchanged
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through the facilities of DTC. Beneficial interests in the global trust preferred securities may not be exchanged for
trust preferred securities in certificated form except in the limited circumstances described below. See "-- Exchange of
Book-Entry Trust Preferred Securities for Certificated Trust Preferred Securities." DEPOSITARY PROCEDURES
DTC has advised the trust and us that DTC is a limited-purpose trust company organized under the New York banking
law, a "banking organization" within the meaning of the New York banking law, a member of the Federal Reserve
System, a "clearing corporation" within the meaning of the New York Uniform Commercial Code and a "clearing
agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds
securities deposited with it by its participants and facilitates the settlement of transactions among its participants in
such securities through electronic book-entry changes in accounts of the participants, thereby eliminating the need for
physical movement of security certificates. DTC's participants include securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organizations. Indirect access to DTC's system is also available to
other entities such as banks, brokers, dealers and trust companies that clear through or maintain a custodial
relationship with a participant, either directly or indirectly. Persons who are not participants may beneficially own
securities held by or on behalf of DTC only through the participants or the indirect participants of DTC. The
ownership interest and transfer of ownership interest of each actual purchaser of each security held by or on behalf of
DTC are recorded on the records of the participants and indirect participants. 23 DTC has also advised the trust and us
that it has established procedures to provide that: - upon deposit of the global trust preferred securities, DTC will
credit the accounts of participants designated by the exchange agent with portions of the liquidation amount of the
global trust preferred securities; and - ownership of such interests in the global trust preferred securities will be shown
on, and the transfer of that ownership will be effected only through, records maintained by DTC (with respect to the
participants) or by the participants and indirect participants (with respect to other owners of beneficial interests in the
global trust preferred securities). Investors in the global trust preferred securities may hold their interests therein
directly through DTC if they are participants in such system, or indirectly through organizations that are participants
in such system. All interests in a global preferred security will be subject to the procedures and requirements of DTC.
The laws of some states require that certain persons take physical delivery in certificated form of securities that they
own. Consequently, the ability to transfer beneficial interests in a global preferred security to such persons will be
limited to that extent. Because DTC can act only on behalf of participants, which in turn act on behalf of indirect
participants and certain banks, the ability of a person having beneficial interests in a global preferred security to
pledge such interests to persons or entities that do not participate in the DTC system, or otherwise take actions in
respect of such interests, may be affected by the lack of a physical certificate evidencing such interests. For certain
other restrictions on the transferability of the trust preferred securities, see "-- Exchange of Book-Entry Trust Preferred
Securities for Certificated Trust Preferred Securities." Except as described below, owners of interests in the global
trust preferred securities will not have trust preferred securities registered in their name, will not receive physical
delivery of trust preferred securities in certificated form and will not be considered the registered owners or holders
thereof under the trust agreement for any purpose. Payments in respect of each global preferred security registered in
the name of DTC or its nominee will be payable by the property trustee to DTC in its capacity as the registered holder
under the trust agreement. Under the terms of the trust agreement, the property trustee will treat the persons in whose
names the trust preferred securities, including the global trust preferred securities, are registered as the owners thereof
for the purpose of receiving such payments and for any and all other purposes whatsoever. Consequently, neither the
property trustee nor any agent thereof has or will have any responsibility or liability for: - any aspect of DTC's records
or any participant's or indirect participant's records relating to or payments made on account of beneficial ownership
interests in the global trust preferred securities, or for maintaining, supervising or reviewing any of DTC's records or
any participant's or indirect participant's records relating to the beneficial ownership interests in the global trust
preferred securities; or - any other matter relating to the actions and practices of DTC or any of its participants or
indirect participants. DTC has advised the trust and us that its current practice, upon receipt of any payment in respect
of securities such as the trust preferred securities, is to credit the accounts of the relevant participants with the
payment on the payment date, in amounts proportionate to their respective holdings in liquidation amount of
beneficial interests in the relevant security as shown on the records of DTC unless DTC has reason to believe it will
not receive payment on such payment date. Payments by the participants and the indirect participants to the beneficial
owners of trust preferred securities represented by global trust preferred securities will be governed by standing
instructions and customary practices and will be the responsibility of the participants or the indirect participants and
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will not be the responsibility of DTC, the property trustee, the trust or us. None of us, the trust or the property trustee
will be liable for any delay by DTC or any of its participants in identifying the beneficial owners of the trust preferred
securities, and we, the trust and the property trustee may conclusively rely on and will be protected in relying on
instructions from DTC or its nominee for all purposes. 24 Interests in the global trust preferred securities will trade in
DTC's Same-Day Funds Settlement System and secondary market trading activity in such interests will therefore settle
in immediately available funds, subject in all cases to the rules and procedures of DTC and its participants. Transfers
between participants in DTC will be effected in accordance with DTC's procedures, and will be settled in same-day
funds. DTC has advised the trust and us that it will take any action permitted to be taken by a holder of trust preferred
securities only at the direction of one or more participants to whose account with DTC interests in the global trust
preferred securities are credited and only in respect of such portion of the liquidation amount of the trust preferred
securities as to which such participant or participants has or have given such direction. However, if there is an event of
default under the trust agreement, DTC reserves the right to exchange the global trust preferred securities for trust
preferred securities in certificated form and to distribute such trust preferred securities to its participants. The
information in this section concerning DTC and its book-entry system has been obtained from sources that the trust
and we believe to be reliable, but neither the trust nor we take responsibility for the accuracy thereof. Although DTC
has agreed to the foregoing procedures to facilitate transfers of interest in the global trust preferred securities among
participants in DTC, DTC is under no obligation to perform or to continue to perform such procedures, and such
procedures may be discontinued at any time. None of us, the trust or the property trustee will have any responsibility
for the performance by DTC or their respective participants or indirect participants of their respective obligations
under the rules and procedures governing their operations. EXCHANGE OF BOOK-ENTRY TRUST PREFERRED
SECURITIES FOR CERTIFICATED TRUST PREFERRED SECURITIES Unless otherwise specified in the
applicable prospectus supplement, a global preferred security is exchangeable for trust preferred securities in
certificated form if: - DTC notifies the trust that it is unwilling or unable to continue as depositary for the global
preferred security or has ceased to be a clearing agency registered under the Exchange Act, and the trust fails to
appoint a successor depositary within 90 days; or - we, on behalf of the trust, in our sole discretion elect to cause the
issuance of the trust preferred securities in certificated form. In all cases, certificated trust preferred securities
delivered in exchange for any global preferred security or beneficial interests therein will be registered in the names,
and issued in any approved denominations, requested by or on behalf of the depositary (in accordance with its
customary procedures). REGISTRAR AND TRANSFER AGENT The property trustee will act as registrar and
transfer agent for the trust preferred securities. Registration of transfers of the trust preferred securities will be effected
without charge by or on behalf of the trust, but upon payment of any tax or other governmental charges that may be
imposed in connection with any transfer or exchange. The trust will not be required to register or cause to be
registered the transfer of the trust preferred securities after they have been called for redemption. INFORMATION
CONCERNING THE PROPERTY TRUSTEE The property trustee, other than during the occurrence and continuance
of a trust agreement event of default, will perform only such duties as are specifically set forth in the trust agreement
and, during the existence of a trust agreement event of default, must exercise the same degree of care and skill as a
prudent person would exercise or use in the conduct of his or her own affairs. The property trustee is under no
obligation to exercise any of the powers vested in it by the trust agreement at the request of any holder of trust
securities unless it is offered reasonable indemnity against the costs, expenses and liabilities that might be incurred
thereby. If no trust agreement event of default has occurred and is continuing and the property trustee is required to
decide between alternative courses of action, construe ambiguous provisions in the trust 25 agreement or is unsure of
the application of any provision of the trust agreement, and the matter is not one on which holders of the trust
preferred securities or the trust common securities are entitled under the trust agreement to vote, then the property
trustee shall take such action as is directed by us and, if not so directed, shall take such action as it deems advisable
and in the best interests of the holders of the trust securities and will have no liability except for its own bad faith,
negligence or willful misconduct. MISCELLANEOUS The administrative trustees are authorized and directed to
conduct the affairs of and to operate the trust in such a way that the trust will not be deemed to be an "investment
company" required to be registered under the Investment Company Act or classified as an association taxable as a
corporation for United States federal income tax purposes and so that the trust debentures will be treated as our
indebtedness for United States federal income tax purposes. In this connection, we and the administrative trustees are
authorized to take any action, not inconsistent with applicable law, the certificate of trust of the trust or the trust
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agreement, that we and the administrative trustees determine in our discretion is necessary or desirable for such
purposes. The trust agreement and the trust preferred securities will be governed by and construed in accordance with
the internal laws of the State of Delaware. DESCRIPTION OF TRUST DEBENTURES The trust will purchase trust
debentures issued by us with the proceeds from the sale of the trust securities under an indenture, which we refer to as
the "junior subordinated indenture," between us and Bank One Trust Company, N.A., as trustee. Selected provisions
of the junior subordinated indenture are summarized below. This summary is not complete and contains only a general
description of the trust debentures and the junior subordinated indenture. Any of the following terms may be changed,
as set forth in a prospectus supplement. A form of the junior subordinated indenture has been filed with the SEC, and
you should read the junior subordinated indenture for provisions that may be important to you. A definitive form of
the junior subordinated indenture will be filed with the SEC when we issue trust debentures. The junior subordinated
indenture will be qualified as an indenture under the Trust Indenture Act. You should also refer to the Trust Indenture
Act for provisions that apply to the trust debentures. Wherever particular defined terms of the junior subordinated
indenture are referred to, such defined terms are incorporated herein by reference. GENERAL The trust will invest the
proceeds obtained from any issuance of trust preferred securities, together with the consideration paid by us for the
trust common securities, in trust debentures issued by us. The trust debentures will bear interest at the same rate as the
distribution rate of the trust preferred securities specified in the applicable prospectus supplement, and interest on the
trust debentures and in the trust preferred securities accrue from the same date. It is anticipated that, until the
liquidation, if any, of the trust, each trust debenture will be held in the name of the property trustee in trust for the
benefit of the holders of the trust securities. Except as otherwise stated in the applicable prospectus supplement, the
trust debentures will be issued in denominations of $1,000 and integral multiples thereof. The trust debentures will
mature on the date specified in the applicable prospectus supplement. The trust debentures issued by us will be
unsecured, subordinate and junior in right of payment to all Senior Indebtedness (as defined below) to the extent and
in the manner set forth in the junior subordinated indenture. See "-- Subordination." SUBORDINATION The junior
subordinated indenture provides that any trust debentures issued under the junior subordinated indenture will be
subordinate and junior in right of payment to all Senior Indebtedness. Upon any payment or distribution of assets to
creditors upon any liquidation, dissolution, winding up, reorganization, or 26 in connection with any insolvency,
receivership or bankruptcy proceeding with respect to our company, all Senior Indebtedness must be paid in full
before the holders of trust debentures will be entitled to receive or retain any payment in respect thereof. In the event
of the acceleration of the maturity of trust debentures, the holders of all Senior Indebtedness outstanding at the time of
such acceleration will first be entitled to receive payment in full of such Senior Indebtedness before the holders of
trust debentures will be entitled to receive or retain any payment in respect of the trust debentures. No payments on
account of principal, or premium, or interest, if any, in respect of the trust debentures may be made if a default in any
payment with respect to Senior Indebtedness has occurred and is continuing, or an event of default has occurred with
respect to any Senior Indebtedness resulting in the acceleration of the maturity thereof, or if any judicial proceeding
shall be pending with respect to any such default. "Indebtedness" means: - all of our obligations for money borrowed;
- all of our obligations evidenced by bonds, debentures, notes or other similar instruments, including obligations
incurred in connection with the acquisition of property, assets or businesses; - all of our reimbursement obligations
with respect to letters of credit, banker's acceptances or similar facilities issued for our account; - all of our obligations
issued or assumed as the deferred purchase price of property or services (but excluding trade accounts payable or
accrued liabilities arising in the ordinary course of business); - all of our capital lease obligations; - all our
indebtedness whether incurred on or prior to the date of the junior subordinated indenture or thereafter incurred, for
claims in respect of derivative products, including interest rate, foreign exchange rate and commodity forward
contracts, options and swaps and similar arrangements; and - every obligation of the type referred to in the preceding
bullet points of another person and all dividends of another person the payment of which, in either case, we have
guaranteed or are responsible or liable, directly or indirectly, as obligor or otherwise. "Indebtedness Ranking on a
Parity with the Trust Debentures" means: - Indebtedness, whether outstanding on the date of execution of the junior
subordinated indenture or thereafter created, assumed or incurred, to the extent such Indebtedness specifically by its
terms ranks equally with and not prior to the trust debentures in right of payment upon the happening of the
dissolution or winding-up or liquidation or reorganization of us; and - all other debt securities, and guarantees in
respect of those debt securities (including other debentures and other guarantees), issued to any other trust, or a trustee
of such trust, partnership or other entity affiliated with us that is our financing vehicle in connection with the issuance
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by such financing vehicle of equity securities that are similar to the trust preferred securities or other securities
guaranteed by us. The securing of any Indebtedness otherwise constituting Indebtedness Ranking on a Parity with the
Trust Debentures will not be deemed to prevent such Indebtedness from constituting Indebtedness Ranking on a Parity
with the Trust Debentures. "Indebtedness Ranking Junior to the Trust Debentures" means any Indebtedness, whether
outstanding on the date of execution of the junior subordinated indenture or thereafter created, assumed or incurred, to
the extent such Indebtedness specifically by its terms ranks junior to and not equally with or prior to the trust
debentures (and any other Indebtedness Ranking on a Parity with the Trust Debentures) in right of payment upon the
happening of the dissolution or winding-up or liquidation or reorganization of us. The securing of any Indebtedness
otherwise constituting Indebtedness Ranking Junior to the Trust Debentures will not be deemed to prevent such
Indebtedness from constituting Indebtedness Ranking Junior to the Trust Debentures. 27 "Senior Indebtedness" means
all Indebtedness, whether outstanding on the date of execution of the junior subordinated indenture or thereafter
created, assumed or incurred, except Indebtedness Ranking on a Parity with the Trust Debentures or Indebtedness
Ranking Junior to the Trust Debentures, and any deferrals, renewals or extensions of such Senior Indebtedness.
Holders of trust debentures should look only to us for payments on the trust debentures. OPTION TO EXTEND
INTEREST PAYMENT DATE Except as otherwise described in an applicable prospectus supplement, so long as no
debenture event of default has occurred and is continuing, we will have the right under the junior subordinated
indenture at any time and from time to time during the term of the trust debentures to defer the payment of interest for
a period not exceeding 10 consecutive semi-annual periods (or the equivalent thereof). However, no deferral period
shall extend beyond the stated maturity date. At the end of such deferral period, we must pay all interest then accrued
and unpaid. During the deferral period we will be restricted from making certain payments described below under "--
Restrictions on Certain Payments." Prior to the termination of any deferral period, we may further extend such deferral
period, so long as such extension does not cause such deferral period to exceed 10 consecutive semi-annual periods or
extend beyond the stated maturity date. Upon the termination of any deferral period and the payment of all amounts
then due on any interest payment date, we may elect to begin a new deferral period, subject to the above requirements.
No interest shall be due and payable during a deferral period, except at the end thereof. We must give the property
trustee, the administrative trustees and the debenture trustee notice of our election to defer payment of interest on the
trust debentures at least one business day prior to the earlier of: - the date the distributions on the trust securities would
have been payable except for the election to begin or extend such deferral period; or - the date the administrative
trustees are required to give notice to any securities exchange or to holders of capital securities of the record date or
the date such distributions are payable, but in any event not less than one business day prior to such record date. The
property trustee shall give notice of our election to begin or extend a new deferral period to the holders of the trust
preferred securities. There is no limitation on the number of times that we may elect to begin a deferral period.
Accordingly, there could be multiple deferral periods of varying lengths throughout the term of the trust debentures.
CONVERSION OR EXCHANGE If and to the extent indicated in the applicable prospectus supplement, the trust
debentures may be convertible or exchangeable into other debt or equity securities or property. The specific terms on
which trust debentures may be so converted or exchanged will be set forth in the applicable prospectus supplement.
Such terms may include provisions for conversion or exchange, either mandatory, at the option of the holder, or at our
option, in which case the number or amount of securities or other property to be received by the holders of the trust
debentures would be calculated as of a time and in the manner stated in the applicable prospectus supplement.
RESTRICTIONS ON CERTAIN PAYMENTS Except as otherwise specified in the applicable prospectus
supplement, if (1) any event has occurred, of which we have actual knowledge, that with the giving of notice or the
lapse of time, or both, would be a debenture event of default and in respect of which we have not taken reasonable
steps to cure, (2) a debenture event of default has occurred and is continuing, (3) if the trust debentures are held by the
property trustee, we are in default with respect to our payment of any obligations under the guarantee or (4) we have
given notice 28 of our election of a deferral period as provided in the junior subordinated indenture, or such deferral
period, or any extension thereof, has commenced and is continuing, then we will not do any of the following: - declare
or pay any dividends or distributions on, or redeem, purchase, acquire, or make a liquidation payment with respect to,
any of our capital stock other than the following: - dividends or distributions in shares of, or options, warrants or
rights to subscribe for or purchase shares of, common stock; - any declaration of a dividend in connection with the
implementation of a stockholders' rights plan, or the issuance of stock under any such plan in the future, or the
redemption or repurchase of any such rights pursuant thereto; - as a result of a reclassification of our capital stock or
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the exchange or conversion of one class or series of our capital stock for another class or series of our capital stock; -
the purchase of fractional interests in shares of our capital stock pursuant to the conversion or exchange provisions of
such capital stock or the security being converted or exchanged; and - purchases of common stock related to the
issuance of common stock or rights under any of our benefit plans for our directors, officers or employees or any of
our dividend reinvestment plans; - make any payment of principal, interest or premium, if any, on or repay or
repurchase or redeem any of our debt securities (including other debentures) that rank equal to or junior in right of
payment to the trust debentures; or - make any guarantee payments (other than payments under the guarantee of the
trust securities) with respect to any guarantee by us of the debt securities of any of our subsidiaries, if such guarantee
ranks pari passu or junior in right of payment to the trust debentures. REDEMPTION To the extent set forth in an
applicable prospectus supplement, we may, or may be required to, redeem the trust debentures at the prices and on the
terms set forth in such prospectus supplement. If the trust debentures are so redeemable only on or after a specified
date or event or upon the satisfaction of additional conditions, the applicable prospectus supplement will specify such
date or event or describe such conditions. If set forth in the applicable prospectus supplement, a series of trust
debentures may be redeemable in the event of certain changes in tax law affecting our ability to deduct, for federal
income tax purposes, the interest payable on the trust debentures. The applicable prospectus supplement will describe
the terms of any such right and the status of any then pending changes in tax law relevant to such right. For so long as
the trust is the holder of the trust debentures, the proceeds of any redemption of such debentures will be used by the
trust to redeem the related trust securities in accordance with their terms. Except as set forth in the applicable
prospectus supplement, notice of any redemption will be mailed at least 30 days but not more than 60 days before the
redemption date to each holder of the trust debentures to be redeemed at its registered address. Unless we default in
payment of the redemption price, on and after the redemption date interest will cease to accrue on the trust debentures
or portions thereof called for redemption. CERTAIN COVENANTS Except as otherwise specified in the applicable
prospectus supplement, if and so long as the trust is the holder of all trust debentures, we, as borrower, will pay to the
trust all fees and expenses related to the trust and the offering of the trust securities and will pay, directly or indirectly,
all ongoing costs, expenses and liabilities of the trust (including any taxes, duties, assessments or governmental
charges of whatever nature (other than withholding taxes) imposed by the United States or any domestic taxing
authority upon the trust but excluding obligations under the trust securities). 29 Except as otherwise specified in an
applicable prospectus supplement, so long as the trust securities remain outstanding, we also covenant: - to maintain
100% direct or indirect ownership of the trust common securities; provided, however, that any successor of our
company permitted under the indenture may succeed to our ownership of such trust common securities; and - to use
reasonable efforts to cause the trust: - to remain a business trust, except in connection with the distribution of trust
debentures to the holders of trust securities in liquidation of the trust, the redemption of all of the trust securities, or
certain mergers, consolidations or amalgamations, each as permitted by the trust agreement; and - to otherwise
continue to be treated as a grantor trust for United States federal income tax purposes; and - to use our reasonable
efforts to cause each holder of trust securities to be treated as owning an undivided beneficial interest in the trust
debentures. ADDITIONAL SUMS Except as set forth in the applicable prospectus supplement, we will be obligated
to pay as additional amounts on the trust debentures such additional amounts as may be necessary in order that the
amount of distributions then due and payable by the trust on the outstanding trust securities shall not be reduced as a
result of any such additional taxes, duties and other governmental charges. MODIFICATION OF INDENTURE From
time to time and without the consent of the holders of trust debentures, we and the debenture trustee may amend the
junior subordinated indenture for specified purposes, including, among other things, to cure any ambiguity or to
correct or supplement any provision contained in the junior subordinated indenture or any supplemental indenture
which is defective or inconsistent with any other provision contained therein (provided that any such action does not
materially adversely affect the interests of the holders of trust debentures) and qualifying, or maintaining the
qualification of, the junior subordinated indenture under the Trust Indenture Act. The junior subordinated indenture
contains provisions permitting us and the debenture trustee, with the consent of the holders of a majority in aggregate
principal amount of trust debentures, to amend the junior subordinated indenture in a manner affecting the rights of
the holders of trust debentures. However, except as set forth in the applicable prospectus supplement, no such
modification may, without the consent of the holders of each outstanding trust debenture so affected: - change the
stated maturity, or reduce the rate of interest or extend the time of payment of interest thereon except pursuant to our
right under the junior subordinated indenture to defer the payment of interest as provided therein (see "-- Option to
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Extend Interest Payment Date") or reduce the amount of any premium payable on the trust debentures or reduce the
amount payable on redemption thereof or make the principal of, or interest or premium on, the trust debentures
payable in any coin or currency other than that provided in the trust debentures, or impair or affect the right of any
holder of trust debentures to institute suit for the payment thereof or, if applicable, to convert or exchange such
holder's trust debenture as set forth in the junior subordinated indenture; - modify the provisions of the junior
subordinated indenture with respect to the subordination of the trust debentures in a manner adverse to the holders; 30
- reduce the percentage of principal amount of trust debentures, the holders of which are required to consent to any
such modification of the junior subordinated indenture, or are required to consent to any waiver provided for in the
junior subordinated indenture; or - modify certain other provisions of the junior subordinated indenture relating to
amendments and waivers of holders. Notwithstanding the foregoing, if the trust holds the trust debentures, an
amendment requiring consent of holders of a majority in principal amount of the trust debentures will not be effective
until the holders of a majority in liquidation amount of the trust securities have consented to the amendment. Further,
if the consent of the holders of each trust debenture is required, an amendment will not be effective until each holder
of the trust securities has consented to such amendment. DEBENTURE EVENTS OF DEFAULT Except as set forth
in the applicable prospectus supplement, the junior subordinated indenture provides that any one or more of the
following described events with respect to the trust debentures constitute a debenture event of default: - failure to pay
any interest on the trust debentures when due for 30 days (subject to the deferral of any due date in the case of an
Extension Period); or - failure to pay any principal or premium, if any, on the trust debentures when due whether at
maturity, upon redemption, by declaration of acceleration of maturity or otherwise; or - failure to perform, or breach
of, any other covenant or warranty of our company contained in the junior subordinated indenture for 90 days after
written notice to our company from the debenture trustee or the holders of at least 25% in aggregate outstanding
principal amount of trust debentures; or - certain events of bankruptcy, insolvency or reorganization of our company.
Within five business days after the occurrence of a debenture event of default actually known to the indenture trustee,
the indenture trustee must transmit notice of such debenture event of default to the debenture holders, unless such
debenture event of default has been cured or waived. The junior subordinated indenture requires that we file annually
with the debenture trustee of a certificate as to the absence of certain defaults under the indenture. The holders of a
majority in aggregate outstanding principal amount of the trust debentures generally have the right to direct the time,
method and place of conducting any proceeding for any remedy available to the debenture trustee or to exercise any
trust or power conferred upon the debenture trustee under the junior subordinated indenture, with certain exceptions
set forth in the junior subordinated indenture. If a debenture event of default has occurred and is continuing, the
debenture trustee or the holders of not less than 25% in aggregate outstanding principal amount of the trust debentures
may declare the principal amount on all trust debentures due and payable immediately upon such debenture event of
default. The holders of a majority in aggregate outstanding principal amount of the trust debentures may annul such
declaration and waive the default if the default (other than the non-payment of the principal of the trust debentures
which has become due solely by such acceleration) has been cured and a sum sufficient to pay all matured
installments of interest and principal of, and premium, if any, due otherwise than by acceleration (with any
compounded interest due thereon) has been deposited with the debenture trustee. Prior to the declaration accelerating
the maturity of the trust debentures, the holders of a majority in aggregate outstanding principal amount of the trust
debentures may, on behalf of the holders of all the trust debentures, waive any past default or debenture event of
default and its consequences, except a continuing default in the payment of principal (or premium, if any) or interest
or a default in respect of a covenant or provision which under the junior subordinated indenture cannot be modified or
amended without the consent of the holder of each outstanding trust debenture affected. 31 In case a payment related
debenture event of default shall occur and be continuing, the property trustee will have the right to declare the
principal of and the interest on such trust debentures and any other amounts payable under the junior subordinated
indenture, to be forthwith due and payable and to enforce its other rights as a creditor with respect to such trust
debentures. ENFORCEMENT OF CERTAIN RIGHTS BY HOLDERS OF TRUST PREFERRED SECURITIES If a
debenture event of default has occurred and is continuing and is attributable to our failure to pay the principal of (or
premium, if any), or interest on the trust debentures on the date such payment is otherwise required, a holder of trust
preferred securities may institute a direct action against us for such failure to pay. We may not amend the junior
subordinated indenture to remove the foregoing right to bring a direct action without the prior written consent of the
holders of all of the trust preferred securities. Notwithstanding any payments made to a holder of trust preferred
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securities by us in connection with a direct action, we will be subrogated to the rights of the holder of such trust
preferred securities with respect to payments on the trust preferred securities to the extent of any payments made by us
to such holder in any direct action. The holders of the trust preferred securities will not be able to exercise directly any
remedies, other than those set forth in the preceding paragraph, available to the holders of the trust debentures unless
there shall have been an event of default under the trust agreement. See "Description of Trust Securities -- Events of
Default; Notice." SATISFACTION AND DISCHARGE The junior subordinated indenture provides that when,
among other things, all trust debentures not previously cancelled or delivered to the debenture trustee for cancellation
(i) have become due and payable or (ii) will become due and payable at maturity or called for redemption within one
year, and we deposit or cause to be deposited with the debenture trustee funds, in trust, for the purpose and in an
amount sufficient to pay on the stated maturity date or upon redemption of all the trust debentures not previously
delivered to the debenture trustee for cancellation, the principal (and premium, if any) and interest due or to become
due on the stated maturity date, or the redemption date, as the case may be, then the junior subordinated indenture will
cease to be of further effect (with limited exceptions), and we will be deemed to have satisfied and discharged the
junior subordinated indenture. CONSOLIDATION, MERGER, SALE OF ASSETS AND OTHER TRANSACTIONS
The junior subordinated indenture does not prevent us from consolidating with or merging into any other person or
conveying, transferring or leasing our properties as an entirety or substantially as an entirety to any person, as long as:
- either we are the surviving person or the successor person is organized and existing under the laws of the United
States or any state or the District of Columbia, and such successor person expressly assumes our obligations on the
trust debentures and the junior subordinated indenture, including with respect to conversion matters, if applicable; -
immediately after giving effect thereto, no debenture event of default, and no event which, after notice or lapse of time
or both, would become a debenture event of default, has occurred and is continuing; and - certain other procedural
conditions prescribed in the junior subordinated indenture are met. FORM, REGISTRATION AND TRANSFER If
the trust debentures are distributed to the holders of the trust securities, the trust debentures may be represented by one
or more global certificates registered in the name of the DTC or its nominee. Under such circumstances, the
depositary arrangements for the trust debentures would be expected to be substantially similar to those in effect for the
preferred securities. For a description of DTC and the terms of the depositary arrangements relating to payments,
transfers, voting rights, redemptions and other notices and other matters, 32 see "Description of Preferred Securities --
Form, Denomination, Book-Entry Procedures and Transfer" and "-- Depositary Procedures." PAYMENT AND
PAYING AGENTS Payment of principal of (and premium, if any) and interest on trust debentures will be made at the
office of the debenture trustee or at the office of such paying agent or paying agents as we may designate from time to
time, except that at our option payment of any interest may be made, except in the case of trust debentures in global
form, (i) by check mailed to the address of the holder thereof as such address shall appear in the register for trust
debentures or (ii) by transfer to an account maintained by the holder thereof, provided that proper transfer instructions
have been received by the relevant record date. Payment of any interest on any trust debenture will be made to the
person in whose name such trust debenture is registered at the close of business on the record date for such interest.
We may at any time designate additional paying agents or rescind the designation of any paying agent; however we
will at all times be required to maintain a paying agent in each place of payment for the trust debentures.
GOVERNING LAW The junior subordinated indenture and the trust debentures will be governed by and construed in
accordance with the laws of the State of New York. INFORMATION CONCERNING THE DEBENTURE
TRUSTEE The debenture trustee will be subject to all the duties and responsibilities specified with respect to an
indenture trustee under the Trust Indenture Act of 1939. Subject to such provisions, the debenture trustee is under no
obligation to exercise any of the powers vested in it by the indenture at the request of any holder of trust debentures,
unless offered reasonable indemnity by such holder against the costs, expenses and liabilities which might be incurred
thereby. The debenture trustee is not required to expend or risk its own funds or otherwise incur personal financial
liability in the performance of its duties if the debenture trustee reasonably believes that repayment or adequate
indemnity is not reasonably assured to it. Bank One Trust Company, N.A. is the trustee under the junior subordinated
indenture. Bank One, N.A. is the trustee under our senior debt indenture, which is described under the section entitled
"Description of Debt Securities." DESCRIPTION OF GUARANTEE Set forth below is a summary of information
concerning the guarantee, which will be executed and delivered by us for the benefit of the holders from time to time
of trust preferred securities. The guarantee will be qualified under the Trust Indenture Act of 1939. The guarantee
trustee, Bank One Trust Company, N.A., will hold the guarantee for the benefit of the holders of the trust preferred
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securities. The following summary is not necessarily complete, and reference is hereby made to the copy of the form
of the guarantee (including the definitions therein of certain terms), which is filed as an exhibit to the registration
statement of which this prospectus forms a part, and to the Trust Indenture Act of 1939. We will describe the
particular terms of the guarantee, and any provisions that vary from those described below, in one or more prospectus
supplements. We will also file the definitive guarantee with the SEC when we issue trust preferred securities.
GENERAL We will irrevocably and unconditionally agree to pay in full on a subordinated basis the payments
described below to the holders of the trust preferred securities, as and when due, regardless of any defense, right of
setoff or counterclaim that the trust may have or assert other than the defense of payment. The following payments
with respect to the trust preferred securities, to the extent not paid by or on behalf of the trust, will be subject to the
guarantee: - any accumulated and unpaid distributions required to be paid on the trust preferred securities, to the
extent that the trust has funds on hand legally available therefor at such time; 33 - the applicable redemption price
with respect to the trust preferred securities called for redemption, to the extent that the trust has funds on hand legally
available therefor at such time; and - upon a voluntary or involuntary dissolution, winding-up or liquidation of the
trust (other than in connection with the distribution of the trust debentures to holders of the trust preferred securities),
the lesser of: - the liquidation distribution, to the extent the trust has funds legally available therefor at the time; or -
the amount of assets of the trust remaining available for distribution to holders of trust preferred securities after
satisfaction of liabilities to creditors of the trust as required by applicable law. Our obligation to make a guarantee
payment may be satisfied by direct payment of the required amounts by us to the holders of the trust preferred
securities or by causing the trust to pay such amounts to such holders. The guarantee will be a guarantee of the
guarantee payments with respect to the trust preferred securities from the time of issuance of the trust preferred
securities, but will not apply to distributions and other payments on the trust preferred securities when the trust does
not have sufficient funds legally and immediately available to make such distributions or other payments. Therefore, if
we do not make interest payments on the trust debentures held by the property trustee, the trust will not make
distributions on the trust preferred securities and we will not make payments under the guarantee. Through the
guarantee, the trust agreement, the trust debentures and the junior subordinated indenture, taken together, we will
fully, irrevocably and unconditionally guarantee all of the trust's obligations under the trust preferred securities. No
single document standing alone or operating in conjunction with fewer than all of the other documents constitutes
such guarantee. It is only the combined operation of these documents that has the effect of providing a full,
irrevocable and unconditional guarantee of the trust's obligations under the trust preferred securities. See
"Relationship Among the Preferred Securities, the Trust Debentures and the Guarantee." STATUS OF THE
GUARANTEE The guarantee will constitute our unsecured obligation and will rank subordinate and junior in right of
payment to all Senior Indebtedness in the same manner as the trust debentures. See "Description of Trust Debentures
-- Subordination." The guarantee will rank equally with our guarantee of the 6% Convertible Preferred Securities,
Term Income Deferrable Equity Securities (TIDES) of Continental Airlines Finance Trust II and all other guarantees
issued by us after the issue date with respect to trust preferred securities, if any, issued by other trusts. The guarantee
will constitute a guarantee of payment and not of collection. The guarantee will be held by the guarantee trustee for
the benefit of the holders of the trust preferred securities. The guarantee will not be discharged except by payment of
the guarantee payments in full to the extent not paid by the trust or upon distribution to the holders of the trust
preferred securities of the trust debentures. The guarantee does not limit the incurrence or issuance of other secured or
unsecured debt by us or any of our subsidiaries, including Senior Indebtedness, whether under the junior subordinated
indenture, any other indenture that we may enter into in the future or otherwise. EVENTS OF DEFAULT An event of
default under the guarantee will occur upon our failure to perform any of our payment or other obligations thereunder;
provided, however, that with respect to a default other than a default in payment of any guarantee payment, we have
received notice of such default and shall not have cured such default within 60 days after receipt of such notice. The
holders of not less than a majority in liquidation amount of the trust preferred securities will have the right to direct
the time, method and place of conducting any proceeding for any remedy available to the guarantee trustee in respect
of the guarantee or to direct the exercise of any trust or power conferred upon the guarantee trustee under the
guarantee. 34 Any holder of the trust preferred securities may institute a legal proceeding directly against us to enforce
its rights under the guarantee without first instituting a legal proceeding against the trust, the guarantee trustee or any
other person or entity. As guarantor, we will be required to file annually with the guarantee trustee a certificate as to
whether or not we are in compliance with all the conditions and covenants applicable to us under the guarantee. Upon
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the occurrence of a default under the guarantee, we will not be allowed to make certain payments as described under
"Description of Trust Debentures -- Restrictions on Certain Payments." AMENDMENTS AND ASSIGNMENTS
Except with respect to any changes that do not materially adversely affect the rights of holders of the trust preferred
securities (in which case no vote will be required), the guarantee may be amended only with the prior approval of the
holders of a majority of the liquidation amount of such outstanding trust preferred securities. The manner of obtaining
any such approval will be as set forth under "Description of Trust Securities -- Voting Rights; Amendment of the
Trust Agreement." All guarantees and agreements contained in the guarantee shall bind our successors, assigns,
receivers, trustees and representatives and shall inure to the benefit of the holders of the trust preferred securities then
outstanding. TERMINATION OF THE GUARANTEE The guarantee will terminate and be of no further force and
effect upon: - full payment of the applicable redemption price of the trust preferred securities; or - upon liquidation of
the trust, the full payment of the liquidation distribution or the distribution of the trust debentures to the holders of the
trust preferred securities or, if applicable, the conversion or exchange of all trust preferred securities in accordance
with their terms. The guarantee will continue to be effective or will be reinstated, as the case may be, if at any time
any holder of the trust preferred securities must restore payment of any sums paid under the trust preferred securities
or the guarantee. INFORMATION CONCERNING THE GUARANTEE TRUSTEE Other than during the occurrence
and continuance of a default by us in performance of the guarantee, the guarantee trustee will undertake to perform
only such duties as are specifically set forth in the guarantee and, in case a default with respect to the guarantee has
occurred, must exercise the same degree of care and skill as a prudent person would exercise or use in the conduct of
his or her own affairs. Subject to this provision, the guarantee trustee will be under no obligation to exercise any of the
powers vested in it by the guarantee at the request of any holder of the trust preferred securities unless it is offered
reasonable indemnity against the costs, expenses and liabilities that might be incurred thereby. GOVERNING LAW
The guarantee will be governed by and construed in accordance with the laws of the State of New York. 35
RELATIONSHIP AMONG THE TRUST PREFERRED SECURITIES, THE TRUST DEBENTURES AND THE
GUARANTEE FULL AND UNCONDITIONAL GUARANTEE Payments of distributions and other amounts due on
the trust preferred securities, to the extent the trust has funds on hand legally available for the payment of such
distributions, are irrevocably guaranteed by us as and to the extent set forth under "Description of Guarantee." Taken
together, our obligations under the trust debentures, the junior subordinated indenture, the trust agreement and the
guarantee provide, in the aggregate, a full, irrevocable and unconditional guarantee of payments of distributions and
other amounts due on the trust preferred securities. No single document standing alone or operating in conjunction
with fewer than all of the other documents constitutes such guarantee. It is only the combined operation of these
documents that has the effect of providing a full, irrevocable and unconditional guarantee of the trust's obligations
under the trust preferred securities. If and to the extent that we do not make the required payments on the trust
debentures, the trust will not have sufficient funds to make the related payments, including distributions, on the trust
preferred securities. The guarantee will not cover any such payment when the trust does not have sufficient funds on
hand legally available therefor. In such event, the remedy of a holder of trust preferred securities is to institute a direct
action against us to enforce such holders' rights under the trust debentures. Our obligations under the guarantee are
subordinate and junior in right of payment to all Senior Indebtedness. SUFFICIENCY OF PAYMENTS As long as
payments of interest and other payments are made when due on the trust debentures, such payments will be sufficient
to cover distributions and other payments due on the trust securities, primarily because: - the aggregate principal
amount or prepayment price of the trust debentures will be equal to the sum of the liquidation amount or redemption
price, as applicable, of the trust securities; - the interest rate and interest and other payment dates on the trust
debentures will match the distribution rate and distribution and other payment dates for the trust securities; - we will
pay for all and any costs, expenses and liabilities of the trust except the trust's obligations to holders of trust securities
under such trust securities; and - the trust agreement will provide that the trust is not authorized to engage in any
activity that is not consistent with the limited purposes thereof. Notwithstanding anything to the contrary in the junior
subordinated indenture, we have the right to set-off any payment we are otherwise required to make with and to the
extent we have theretofore made, or are concurrently on the date of such payment making, a payment under the
guarantee. ENFORCEMENT RIGHTS OF HOLDERS OF TRUST PREFERRED SECURITIES A holder of any
preferred trust security may institute a legal proceeding directly against us to enforce its rights under the guarantee
without first instituting a legal proceeding against the guarantee trustee, the trust or any other person or entity. A
holder of trust preferred securities will also have a direct right to proceed against us to enforce such holder's rights
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under the trust debentures in the event of a payment default on the trust debentures. 36 LIMITED PURPOSE OF THE
TRUST The trust preferred securities represent preferred undivided beneficial interests in the assets of the trust, and
the trust exists for the sole purpose of: - issuing and selling the trust securities; - using the proceeds from the sale of
the trust securities to acquire the trust debentures; and - engaging in only those other activities necessary, advisable or
incidental thereto. A principal difference between the rights of a holder of a preferred security and a holder of a trust
debenture is that a holder of a trust debenture will be entitled to receive from us the principal amount of, and premium,
if any, and interest on trust debentures held, while a holder of trust preferred securities is entitled to receive
distributions from the trust (or, in certain circumstances, from us under the guarantee) if and to the extent the trust has
funds on hand legally available for the payment of such distributions. RIGHTS UPON DISSOLUTION Unless the
trust debentures are distributed to holders of the trust securities, upon any voluntary or involuntary dissolution and
liquidation of the trust, after satisfaction of liabilities to creditors of the trust as required by applicable law, the holders
of the trust securities will be entitled to receive, out of assets held by the trust, the liquidation distribution in cash. See
"Description of Trust Securities -- Liquidation of the Trust and Distribution of Trust Debentures." Upon any voluntary
or involuntary liquidation or bankruptcy of our company, the property trustee, as holder of the trust debentures, would
be a subordinated creditor of our company, subordinated in right of payment to all Senior Indebtedness as set forth in
the junior subordinated indenture, but entitled to receive payment in full of principal, and premium, if any, and
interest, before any of our stockholders receive payments or distributions. Since we will be the guarantor under the
guarantee and will agree to pay for all costs, expenses and liabilities of the trust (other than the trust's obligations to
the holders of its trust securities), the positions of a holder of trust preferred securities and a holder of trust debentures
relative to other creditors and to our stockholders in the event of our liquidation or bankruptcy are expected to be
substantially the same. DESCRIPTION OF COMMON STOCK AND PREFERRED STOCK Our authorized capital
stock currently consists of 200 million shares of Class B common stock, which we refer to as the common stock, and
10 million shares of preferred stock. As of October 5, 2001, we had outstanding 55,420,915 shares of Class B
common stock and one share of Series B preferred stock. This section contains a description of our common stock and
preferred stock that we may offer by this prospectus as well as the terms of our Series B preferred stock which may
affect our common stock and preferred stock that we may offer by this prospectus. The following discussion is not
meant to be complete and is qualified by reference to our certificate of incorporation, bylaws and the rights agreement
that we describe in this section. For more information, you should read "Where You Can Find More Information."
DESCRIPTION OF COMMON STOCK Rights to Dividends and on Liquidation, Dissolution or Winding Up.
Common stockholders participate ratably in any dividends or distributions on the common stock. In the event of any
liquidation, dissolution or winding up of our company, common stockholders are entitled to share ratably in our assets
available for distribution to the stockholders, subject to the prior rights of holders of any outstanding preferred stock.
Preemptive and Other Subscription Rights. Common stockholders do not have preemptive, subscription, conversion or
redemption rights (other than the anti-dilution rights described under "-- Corporate Governance and Control"), and are
not subject to further capital calls or assessments. No Cumulative Voting Rights. Common stockholders do not have
the right to cumulate their votes in the election of directors. 37 Voting. Holders of common stock are entitled to one
vote per share on all matters submitted to a vote of stockholders, except that voting rights of non-U.S. citizens are
limited as described under "-- Limitation on Voting by Foreign Owners." DESCRIPTION OF PREFERRED STOCK
The following summary describes certain general terms of our authorized preferred stock. We may issue preferred
stock from time to time in one or more series. Subject to the provisions of our certificate of incorporation and
limitations prescribed by law, our board of directors may adopt resolutions to issue the shares of preferred stock in one
or more series, to fix the number of shares of the series and to establish the designations, powers, preferences and
relative, participating, optional or other special rights of the preferred stock. Our board of directors may also fix the
qualifications, limitations or restrictions, if any, of the preferred stock, including dividend rights (including whether
dividends are cumulative), dividend rates, terms of redemption (including sinking fund provisions), redemption rights
and prices, conversion or exchange rights and liquidation preferences of the shares of the series, in each case without
any further action or vote by our stockholders. If we offer preferred stock, a description will be filed with the SEC and
the specific terms of the preferred stock will be described in the prospectus supplement, including the following terms:
- the series, the number of shares offered and the liquidation value of the preferred stock; - the price at which the
preferred stock will be issued; - the dividend rate, the dates on which the dividends will be payable and other terms
relating to the payment of dividends on the preferred stock; - the voting rights of the preferred stock; - the liquidation
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preference of the preferred stock; - whether the preferred stock is redeemable or subject to a sinking fund, and the
terms of any such redemption or sinking fund; - whether the preferred stock is convertible into or exchangeable for
any other securities, and the terms of any such conversion or exchange; and - any additional rights, preferences,
qualifications and limitations of the preferred stock. LIMITATION ON VOTING BY FOREIGN OWNERS Our
certificate of incorporation provides that shares of capital stock may not be voted by or at the direction of persons who
are not citizens of the United States unless the shares are registered on a separate stock record. Applicable restrictions
currently require that no more than 25% of our voting stock be owned or controlled, directly or indirectly, by persons
who are not U.S. citizens, and that our president and at least two-thirds of our directors or other managing officers be
U.S. citizens. For purposes of the certificate of incorporation, "U.S. citizen" means: - an individual who is a citizen of
the United States; or - a partnership each of whose partners is an individual who is a citizen of the United States, or a
corporation or association organized under the laws of the United States or a state, the District of Columbia, or a
territory or possession of the United States, of which the president and at least two-thirds of the board of directors and
other managing officers are citizens of the United States, and in which at least 75% of the voting interest is owned or
controlled by persons that are citizens of the United States. Our bylaws provide that no shares will be registered on the
foreign stock record if the amount so registered would exceed the restrictions described above or adversely affect our
operating certificates or 38 authorities. Registration on the foreign stock record is made in chronological order based
on the date we receive a written request for registration. An affiliate of AXA Financial, Inc. has requested that all
shares beneficially owned by AXA Financial, Inc. and its affiliates be included on our foreign stock record. Although
we have not to date limited the registration of any shares on this record, subject to certain factors, the registration of
the shares beneficially owned by AXA Financial, Inc. will preclude the registration, and thus the voting of, any shares
owned by any other stockholders that are not U.S. citizens. PREFERRED STOCK PURCHASE RIGHTS General.
One preferred stock purchase right is currently associated with each outstanding share of our common stock. Each of
these preferred stock purchase rights entitles the registered holder to purchase from us one one-thousandth of a share
of our Series A junior participating preferred stock at a purchase price of $200 per one one-thousandth of a share,
subject to adjustment. The preferred stock purchase rights will have anti-takeover effects. The preferred stock
purchase rights could cause substantial dilution to a person or group that attempts to acquire us and effect a change in
the composition of our board of directors on terms not approved by our board of directors, including by means of a
tender offer at a premium to the market price. Subject to restrictions and limitations contained in our charter, the
preferred stock purchase rights should not interfere with any merger or business combination approved by our board
of directors, because we may redeem the preferred stock purchase rights at the redemption price prior to the time that
a person has become an acquiring person or amend the preferred stock purchase rights to make them inapplicable to
the approved transaction. The following summary of the material terms of the preferred stock purchase rights is not
meant to be complete and is qualified by reference to the rights agreement that governs the issuance of the rights. See
"Where You Can Find More Information." Evidence and Transferability of Preferred Stock Purchase Rights. The
preferred stock purchase rights will be evidenced by the certificates representing shares of common stock until the
earlier to occur of: - 10 days following a public announcement or public disclosure of facts made by us or an acquiring
person that a person or group of affiliated or associated persons has become an acquiring person, which occurs,
generally, when that person or group has acquired beneficial ownership of common stock representing 15% or more of
the total number of votes entitled to be cast by the holders of common stock then outstanding; and - 10 business days,
or a later date established by our board of directors before the time any person or group becomes an acquiring person,
following the commencement of, or the first public announcement of an intention of any person or group to make, a
tender offer or exchange offer that, if completed, would result in the beneficial ownership by a person or group of
shares of common stock representing 15% or more of such number of votes. Until the rights distribution date or the
earlier redemption or expiration of the preferred stock purchase rights: - the preferred stock purchase rights will be
transferred only with the transfer of shares of common stock; - certificates representing shares of common stock which
become outstanding after the record date for the initial distribution of the rights, will contain a notation incorporating
the terms of the preferred stock purchase rights by reference; and - the surrender for transfer of any certificate
representing shares of common stock will also constitute the transfer of the preferred stock purchase rights associated
with the shares of common stock represented by that certificate. As soon as practicable following the rights
distribution date, separate certificates evidencing the preferred stock purchase rights will be mailed to holders of
record of the shares of common stock as of the close of 39 business on the rights distribution date and those separate
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preferred stock purchase rights certificates alone will evidence the rights. Exempt Persons. We and certain persons
affiliated with us are exempt from the definition of acquiring person. An exception to the definition of acquiring
person in the rights agreement permits an institutional investor to be or become the beneficial owner of our common
stock representing 15% or more of the voting power of the common stock then outstanding, subject to certain
limitations described below, without becoming an acquiring person, as long as the institutional investor continues to
be an institutional investor. Generally, an institutional investor is a person who, as of January 31, 2000: - beneficially
owned more than 14% of the voting power of our common stock then outstanding; - had a Schedule 13G on file with
the SEC with respect to its holdings; - is principally engaged in the business of managing investment funds for
unaffiliated securities investors; - acquires the common stock pursuant to trading activities undertaken in the ordinary
course of such person's business not with the purpose or effect of exercising or influencing control over us; and - is not
obligated to and does not file a Schedule 13D with respect to our securities. If our board of directors determines that a
person is no longer an institutional investor, then this person will be required to divest itself as promptly as practicable
of a sufficient number of shares of common stock so that this person beneficially owns less than 15% of the voting
power of our common stock then outstanding. If our board of directors determines that this person does not divest
itself of common shares as required, then this person will be or become an acquiring person under the rights
agreement. AXA Financial, Inc., as an institutional investor under the rights agreement, is permitted to beneficially
own, without triggering the rights under the rights agreement, so long as it retains its status as a passive institutional
investor, up to 47% of the outstanding shares of common stock through December 31, 2001, and, after December 31,
2001, the lesser of 47% of the outstanding shares of common stock and the percentage of common stock reported as
beneficially owned by it in any Schedule 13G filed with the SEC after December 31, 2001 (such that the percentage
permitted to be beneficially owned by it will be reduced (down to 25% of the outstanding shares of common stock) to
reflect reductions in its beneficial ownership percentage resulting from subsequent sales of common stock or increases
in the total number of shares of common stock outstanding). Exercisability of Rights. The preferred stock purchase
rights are not exercisable until the preferred stock purchase rights distribution date. The preferred stock purchase
rights will expire on November 20, 2008, unless the expiration date is extended or unless the preferred stock purchase
rights are earlier redeemed or exchanged by us, in each case, as described below. If any person becomes an acquiring
person, each holder of a preferred stock purchase right (other than preferred stock purchase rights beneficially owned
by the acquiring person, which will be void) will, after the date that any person became an acquiring person, have the
right to receive, upon exercise of those preferred stock purchase rights at the then current exercise price, that number
of shares of common stock, or cash or other securities or assets in certain circumstances, having a market value of two
times the exercise price of the preferred stock purchase right. If, at any time on or after the date that any person has
become an acquiring person, we are acquired in a merger or other business combination transaction or 50% or more of
our consolidated assets or earning power are sold, each holder of a preferred stock purchase right will, after the date of
that transaction, have the right to receive, upon the exercise of those preferred stock purchase rights at the then current
exercise price of the preferred stock purchase right, that number of shares of common stock of the acquiring company
which at the time of that transaction will have a market value of two times the exercise price of the preferred stock
purchase right. The purchase price payable, and the number of shares of junior preferred stock or other securities or
property issuable, upon exercise of the preferred stock purchase rights are subject to adjustment from time to time to
prevent dilution in some circumstances. 40 Until a preferred stock purchase right is exercised, the holder of a preferred
stock purchase right will have no rights as a stockholder of our company, including the right to vote or to receive
dividends. From and after the occurrence of an event described in Section 11(a)(ii) of the rights agreement, if rights
are or were, at any time on or after the earlier of (1) the date of such event and (2) the distribution date, acquired or
beneficially owned by an acquiring person or an associate or affiliate of an acquiring person, such rights shall become
void, and any holder of such rights shall thereafter have no right to exercise such rights. Terms of Junior Preferred
Stock. Shares of junior preferred stock, which may be purchased upon exercise of the preferred stock purchase rights,
will not be redeemable. Each share of junior preferred stock will be entitled to receive when, as and if declared by the
board of directors, out of funds legally available for the purpose, an amount per share equal to 1,000 times the cash or
non-cash dividend declared per share of common stock. In the event of liquidation, the holders of the junior preferred
stock will be entitled to receive an aggregate payment equal to 1,000 times the payment made per share of common
stock. Each share of junior preferred stock will have 1,000 votes, together with the common stock. Finally, in the
event of any merger, consolidation or other transaction in which the common stock is exchanged, each share of junior
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preferred stock will be entitled to receive an amount equal to 1,000 times the amount received per share of common
stock. The rights are protected by customary antidilution provisions. Exchange or Redemption. At any time after any
person becomes an acquiring person, and prior to the acquisition by any person or group of a majority of the voting
power, our board of directors may exchange the rights (other than rights owned by such acquiring person which have
become void), in whole or in part, at an exchange ratio of one share of common stock per right (subject to
adjustment). We may, at our option, substitute preferred shares or common stock equivalents for common stock, at the
rate of one one-thousandth of a preferred share for each share of common stock (subject to adjustment). No fractional
share of common stock will be issued and in lieu thereof, an adjustment in cash will be made based on the market
price of the share of common stock on the last trading day prior to the date of exchange. At any time prior to any
person becoming an acquiring person, our board of directors, by the required board vote, may redeem the rights in
whole, but not in part, at a redemption price of $.001 per right. The redemption of the rights may be made effective at
the time, on any basis and subject to the conditions which our board of directors may establish. Immediately upon any
redemption of the rights (or upon a later date specified by our board of directors in the resolution approving a
redemption), the right to exercise the rights will terminate and the only right of the holders of rights will be to receive
the redemption price. The redemption of the rights may be subject to certain restrictions and limitations contained in
our charter. Our board of directors, by the required board vote, may amend the terms of the rights without the consent
of the holders of the rights, except that from the time any person becomes an acquiring person, no amendment may
adversely affect the interests of the holders of the rights (other than the acquiring person and its affiliates and
associates). The right of our board of directors to amend the rights agreement may be subject to certain restrictions
and limitations contained in our charter. SERIES B PREFERRED STOCK We have one outstanding share of Series B
preferred stock, which is owned by Northwest Airlines, Inc. Set forth below is a description of some of the material
provisions of the Series B preferred stock. Ranking. The Series B preferred stock ranks junior to all classes of our
capital stock other than our common stock upon liquidation, dissolution or winding up of our company. Dividends. No
dividends are payable on our Series B preferred stock. Voting Rights. The holder of the Series B preferred stock has
the right to block certain actions we may seek to take including: - certain business combinations and similar changes
of control transactions involving us and a third party major air carrier; 41 - certain amendments to our rights plan (or
redemption of those rights); - any dividend or distribution of all or substantially all of our assets; and - certain
reorganizations and restructuring transactions involving us. Redemption. The Series B preferred stock is redeemable
by us at a nominal price under the following circumstances: - Northwest Airlines transfers or encumbers the Series B
preferred stock; - there is a change of control of Northwest involving a third party major air carrier; - the Northwest
Alliance terminates or expires (other than as a result of a breach by us); or - Northwest materially breaches its
standstill obligations to us or triggers our rights agreement (described below under "Description of Common Stock").
CORPORATE GOVERNANCE AND CONTROL Our certificate of incorporation provides that our board of
directors will consist of a number of directors as may be determined from time to time by the board of directors in
accordance with the bylaws. Our board of directors currently consists of 13 directors elected by common stockholders,
subject to the rights of preferred stockholders to elect additional directors as set forth in any preferred stock
designations. BUSINESS COMBINATIONS Our certificate of incorporation provides that we are not governed by
Section 203 of the General Corporation Law of Delaware which, in the absence of such provisions, would have
imposed additional requirements regarding mergers and other business combinations. PROCEDURAL MATTERS
Our bylaws require stockholders seeking to nominate directors or propose other matters for action at a stockholders'
meeting to give us notice within specified periods in advance of the meeting and to follow certain other specified
procedures. CHANGE OF CONTROL Because a separate class vote is required pursuant to the terms of the Series B
preferred stock in connection with some changes of control requiring stockholder approval as described under "--
Series B Preferred Stock -- Voting Rights," a change of control of our company could be delayed, deferred or
prevented. In addition, the existence of the preferred stock purchase rights may have the effect of delaying or
preventing a change of control of our company. See "-- Preferred Stock Purchase Rights" above. LIMITATION OF
DIRECTOR LIABILITY AND INDEMNIFICATION Our certificate of incorporation provides, to the full extent
permitted by Delaware law, that directors will not be liable to us or our stockholders for monetary damages for breach
of fiduciary duty as a director. As required under current Delaware law, our certificate of incorporation and bylaws
currently provide that this waiver may not apply to liability: - for any breach of the director's duty of loyalty to us or
our stockholders; - or acts or omissions not in good faith or that involve intentional misconduct or a knowing violation
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of law; 42 - under Section 174 of the Delaware General Corporation Law (governing distributions to stockholders); or
- for any transaction from which the director derived any improper personal benefit. However, in the event the
Delaware General Corporation Law is amended to authorize corporate action further eliminating or limiting the
personal liability of directors, then the liability of any of our directors will be eliminated or limited to the fullest extent
permitted by the Delaware General Corporation Law, as so amended. Our certificate of incorporation further provides
that we will indemnify each of our directors and officers to the full extent permitted by Delaware law and may
indemnify certain other persons as authorized by the Delaware General Corporation Law. These provisions do not
eliminate any monetary liability of directors under the federal securities laws. DESCRIPTION OF DEPOSITARY
SHARES We may offer fractional shares of preferred stock, rather than full shares of preferred stock. If we decide to
offer fractional shares of preferred stock, we will issue receipts for depositary shares. Each depositary share will
represent a fraction of a share of a particular series of preferred stock, and the prospectus supplement will indicate that
fraction. The shares of preferred stock represented by depositary shares will be deposited under a deposit agreement
between our company and a depositary that is a bank or trust company that meets certain requirements and is selected
by us. The depositary will be specified in the applicable prospectus supplement. Each owner of a depositary share will
be entitled to all of the rights and preferences of the preferred stock represented by the depositary share. The
depositary shares will be evidenced by depositary receipts issued pursuant to the deposit agreement. Depositary
receipts will be distributed to those persons purchasing the fractional shares of preferred stock in accordance with the
terms of the offering. We have summarized selected provisions of the deposit agreement and the depositary receipts,
but the summary is qualified by reference to the provisions of the depositary agreement and the depositary receipts.
The particular terms of any series of depositary shares will be described in the applicable prospectus supplement. If so
indicated in the prospectus supplement, the terms of any such series may differ from the terms set forth below.
DIVIDENDS The depositary will distribute all cash dividends or other cash distributions received by it in respect of
the preferred stock to the record holders of depositary shares relating to such preferred shares in proportion to the
numbers of depositary shares held on the relevant record date. The amount made available for distribution will be
reduced by any amounts withheld by the depositary or us on account of taxes. In the event of a distribution other than
in cash, the depositary will distribute securities or property received by it to the record holders of depositary shares in
proportion to the numbers of depositary shares held on the relevant record date, unless the depositary determines that
it is not feasible to make such distribution. In that case, the depositary may make the distribution by such method as it
deems equitable and practicable. One such possible method is for the depositary to sell the securities or property and
then distribute the net proceeds from the sale as provided in the case of a cash distribution. WITHDRAWAL OF
SHARES Upon surrender of depositary receipts representing any number of whole shares at the depositary's office,
unless the related depositary shares previously have been called for redemption, the holder of the depositary shares
evidenced by the depositary receipts will be entitled to delivery of the number of whole shares of the related series of
preferred stock and all money and other property, if any, underlying such depositary shares. However, once such an
exchange is made, the preferred stock cannot thereafter be redeposited in exchange for depositary shares. Holders of
depositary shares will be entitled to receive whole shares of the related series of preferred stock on the basis set forth
in the applicable prospectus supplement. If the depositary receipts delivered by the holder evidence a number of
depositary shares representing more than the number of whole 43 shares of preferred stock of the related series to be
withdrawn, the depositary will deliver to the holder at the same time a new depositary receipt evidencing the excess
number of depositary shares. REDEMPTION OF DEPOSITARY SHARES Whenever we redeem the preferred stock,
the depositary will redeem a number of depositary shares representing the same number of shares of preferred stock so
redeemed. If fewer than all of the depositary shares are to be redeemed, the depositary shares to be redeemed will be
selected by lot, pro rata or by any other equitable method as the depositary may determine. VOTING OF
UNDERLYING SHARES Upon receipt of notice of any meeting at which the holders of the preferred stock of any
series are entitled to vote, the depositary will mail the information contained in the notice of the meeting to the record
holders of the depositary shares relating to that series of preferred shares. Each record holder of the depositary shares
on the record date will be entitled to instruct the depositary as to the exercise of the voting rights represented by the
number of shares of preferred stock underlying the holder's depositary shares. The depositary will endeavor, to the
extent it is practical to do so, to vote the number of whole shares of preferred stock underlying such depositary shares
in accordance with such instructions. We will agree to take all action that the depositary may deem reasonably
necessary in order to enable the depositary to do so. To the extent the depositary does not receive specific instructions
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from the holders of depositary shares relating to such preferred shares, it will abstain from voting such shares of
preferred stock. AMENDMENT AND TERMINATION OF DEPOSIT AGREEMENT The form of depositary receipt
evidencing the depositary shares and any provision of the applicable deposit agreement may at any time be amended
by agreement between us and the depositary. We may, with the consent of the depositary, amend the deposit
agreement from time to time in any manner that we desire. However, if the amendment would materially and
adversely alter the rights of the existing holders of depositary shares, the amendment would need to be approved by
the holders of at least a majority of the depositary shares then outstanding. The deposit agreement may be terminated
by us or the depositary if: - all outstanding depositary shares have been redeemed; or - there has been a final
distribution in respect of the shares of preferred stock of the applicable series in connection with our liquidation,
dissolution or winding up and such distribution has been made to the holders of depositary receipts. RESIGNATION
AND REMOVAL OF DEPOSITARY The depositary may resign at any time by delivering to us notice of its election
to do so. We may remove a depositary at any time. Any resignation or removal will take effect upon the appointment
of a successor depositary and its acceptance of appointment. CHARGES OF DEPOSITARY We will pay all transfer
and other taxes and governmental charges arising solely from the existence of any depositary arrangements. We will
pay all charges of each depositary in connection with the initial deposit of the preferred shares of any series, the initial
issuance of the depositary shares, any redemption of such preferred shares and any withdrawals of such preferred
shares by holders of depositary shares. Holders of depositary shares will be required to pay any other transfer taxes. 44
NOTICES Each depositary will forward to the holders of the applicable depositary shares all notices, reports and
communications from us which are delivered to such depositary and which we are required to furnish the holders of
the preferred shares. LIMITATION OF LIABILITY The deposit agreement contains provisions that limit our liability
and the liability of the depositary to the holders of depositary shares. Both the depositary and we are also entitled to an
indemnity from the holders of the depositary shares prior to bringing, or defending against, any legal proceeding. We
or any depositary may rely upon written advice of counsel or accountants, or information provided by persons
presenting preferred shares for deposit, holders of depositary shares or other persons believed by us or it to be
competent and on documents believed by us or them to be genuine. DESCRIPTION OF WARRANTS We may issue
warrants to purchase any of our securities. We may issue warrants independently or together with any other securities
offered by any prospectus supplement and the warrants may be attached to or separate from those securities. Each
series of warrants will be issued under a separate warrant agreement, to be entered into between us and a warrant
agent specified in a prospectus supplement. The warrant agent will act solely as our agent in connection with the
warrants of such series and will not assume any obligation or relationship of agency or trust with any of the holders of
the warrants. We will set forth further terms of the warrants and the applicable warrant agreements in the applicable
prospectus supplement relating to the issuance of any warrants, including, where applicable, the following: - the title
of the warrants; - the aggregate number of the warrants; - the number and type of securities purchasable upon exercise
of the warrants; - the designation and terms of the securities, if any, with which the warrants are issued and the
number of the warrants issued with each such offered security; - the date, if any, on and after which the warrants and
the related securities will be separately transferable; - the price at which each security purchasable upon exercise of
the warrants may be purchased; - the date on which the right to exercise the warrants shall commence and the date on
which the right shall expire; - the minimum or maximum amount of the warrants which may be exercised at any one
time; - any circumstances that will cause the warrants to be deemed to be automatically exercised; and - any other
material terms of the warrants. DESCRIPTION OF STOCK PURCHASE CONTRACTS AND STOCK PURCHASE
UNITS We may issue stock purchase contracts, including contracts obligating holders to purchase from us, and
obligating us to sell to the holders, a specified number of shares of common stock or other securities at a future date or
dates, which we refer to in this prospectus as "stock purchase contracts." The price per share of the securities and the
number of shares of the securities may be fixed at the time the stock purchase contracts are issued or may be
determined by reference to a specific formula set forth in the stock purchase contracts. The stock purchase contracts
may be issued separately or as part of units consisting of a stock purchase contract and debt securities, preferred
securities, warrants or debt obligations of third parties, including U.S. treasury securities, securing the holders'
obligations to purchase the securities under the stock purchase contracts, 45 which we refer to herein as "stock
purchase units." The stock purchase contracts may require holders to secure their obligations under the stock purchase
contracts in a specified manner. The stock purchase contracts also may require us to make periodic payments to the
holders of the stock purchase units or vice versa, and those payments may be unsecured or refunded on some basis.
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The applicable prospectus supplement will describe the terms of the stock purchase contracts or stock purchase units.
The description in the prospectus supplement will not necessarily be complete, and reference will be made to the stock
purchase contracts, and, if applicable, collateral or depositary arrangements, relating to the stock purchase contracts or
stock purchase units, which will be filed with the SEC each time we issue stock purchase contracts or stock purchase
units. Material United States federal income tax considerations applicable to the stock purchase units and the stock
purchase contracts will also be discussed in the applicable prospectus supplement. PLAN OF DISTRIBUTION Any
of the securities being offered hereby may be sold in any one or more of the following ways from time to time: -
through agents; - to or through underwriters; - through dealers; - directly by us; or - in the case of trust preferred
securities, by the trust to purchasers. The distribution of the securities may be effected from time to time in one or
more transactions at a fixed price or prices, which may be changed, at market prices prevailing at the time of sale, at
prices related to such prevailing market prices or at negotiated prices. Offers to purchase securities may be solicited by
agents designated by us from time to time. Any such agent involved in the offer or sale of the securities in respect of
which this prospectus is delivered will be named, and any commissions payable by us or the trust to such agent will be
set forth, in the applicable prospectus supplement. Unless otherwise indicated in such prospectus supplement, any
such agent will be acting on a reasonable best efforts basis for the period of its appointment. Any such agent may be
deemed to be an underwriter, as that term is defined in the Securities Act of 1933, of the securities so offered and sold.
If securities are sold by means of an underwritten offering, we and, in the case of an offering of trust preferred
securities, the trust will execute an underwriting agreement with an underwriter or underwriters at the time an
agreement for such sale is reached, and the names of the specific managing underwriter or underwriters, as well as any
other underwriters, the respective amounts underwritten and the terms of the transaction, including commissions,
discounts and any other compensation of the underwriters and dealers, if any, will be set forth in the applicable
prospectus supplement which will be used by the underwriters to make resales of the securities in respect of which this
prospectus is being delivered to the public. If underwriters are utilized in the sale of any securities in respect of which
this prospectus is being delivered, such securities will be acquired by the underwriters for their own account and may
be resold from time to time in one or more transactions, including negotiated transactions, at fixed public offering
prices or at varying prices determined by the underwriters at the time of sale. Securities may be offered to the public
either through underwriting syndicates represented by managing underwriters or directly by one or more underwriters.
If any underwriter or underwriters are utilized in the sale of securities, unless otherwise indicated in the applicable
prospectus supplement, the underwriting agreement will provide that the obligations of the underwriters are subject to
certain conditions precedent and that the underwriters with respect to a sale of such securities will be obligated to
purchase all such securities if any are purchased. We or the trust, as applicable, may grant to the underwriters options
to purchase additional securities, to cover over-allotments, if any, at the initial public offering price (with additional
underwriting commissions or 46 discounts), as may be set forth in the prospectus supplement relating thereto. If we or
the trust, as applicable, grants any over-allotment option, the terms of such over-allotment option will be set forth in
the prospectus supplement for such securities. If a dealer is used in the sale of the securities in respect of which this
prospectus is delivered, we or the trust, as applicable, will sell such securities to the dealer as principal. The dealer
may then resell such securities to the public at varying prices to be determined by such dealer at the time of resale.
Any such dealer may be deemed to be an underwriter, as such term is defined in the Securities Act, of the securities so
offered and sold. The name of the dealer and their terms of the transaction will be set forth in the prospectus
supplement relating thereto. Offers to purchase securities may be solicited directly by us or the trust, as applicable,
and the sale thereof may be made by us or the trust directly to institutional investors or others, who may be deemed to
be underwriters within the meaning of the Securities Act of 1933 with respect to any resale thereof. The terms of any
such sales will be described in the prospectus supplement relating thereto. Securities may also be offered and sold, if
so indicated in the applicable prospectus supplement, in connection with a remarketing upon their purchase, in
accordance with a redemption or repayment pursuant to their terms, or otherwise, by one or more firms ("remarketing
firms") acting as principals for their own accounts or as agents for us or the trust, as applicable. Any remarketing firm
will be identified and the terms of its agreement, if any, with us or the trust and its compensation will be described in
the applicable prospectus supplement. Remarketing firms may be deemed to be underwriters, as that term is defined in
the Securities Act of 1933, in connection with the securities remarketed thereby. If so indicated in the applicable
prospectus supplement, we or the trust, as applicable, may authorize agents and underwriters to solicit offers by
certain institutions to purchase securities from us or the trust at the public offering price set forth in the applicable
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prospectus supplement pursuant to delayed delivery contracts providing for payment and delivery on the date or dates
stated in the applicable prospectus supplement. Such delayed delivery contracts will be subject to only those
conditions set forth in the applicable prospectus supplement. A commission indicated in the applicable prospectus
supplement will be paid to underwriters and agents soliciting purchases of securities pursuant to delayed delivery
contracts accepted by us or the trust, as applicable. Agents, underwriters, dealers and remarketing firms may be
entitled under relevant agreements with us or the trust, as applicable, to indemnification by us or the trust against
certain liabilities, including liabilities under the Securities Act, or to contribution with respect to payments which such
agents, underwriters, dealers and remarketing firms may be required to make in respect thereof. Each series of
securities will be a new issue and will have no established trading market. We may elect to list any series of securities
on an exchange but, unless otherwise specified in the applicable prospectus supplement, we shall not be obligated to
do so. No assurance can be given as to the liquidity of the trading market for any of the securities. Agents,
underwriters, dealers and remarketing firms may be customers of, engage in transactions with, or perform services for,
us and our subsidiaries in the ordinary course of business. LEGAL MATTERS Unless otherwise specified in the
applicable prospectus supplement, the validity of the securities (other than the preferred securities of the trust) will be
passed upon for us by Vinson & Elkins L.L.P., Houston, Texas, and will be passed upon for any agents, dealers or
underwriters by counsel named in the applicable prospectus supplement. The validity of the trust preferred securities
of the trust under Delaware law will be passed upon for us and the trust by Morris, Nichols, Arsht & Tunnell, special
Delaware counsel to us and the trust. 47 EXPERTS Ernst & Young LLP, independent auditors, have audited our
consolidated financial statements and schedule included in our Annual Report on Form 10-K for the year ended
December 31, 2000 as set forth in their reports, which are 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. 48
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