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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
(a) Financial statements of Material Sciences Corporation and Subsidiaries



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

Condensed Consolidated Statements of Operations (Unaudited)

Material Sciences Corporation and Subsidiaries

Three Months Ended
August 31,

(In thousands, except per share data) 2009 2008
Net Sales $31,116  $56,793
Cost of Sales 28,092 50,735
Gross Profit 3,024 6,058
Selling, General and Administrative Expenses 6,794 9,362
Loss from Operations (3,770) (3,304)
Other Income, Net:
Interest Income, Net (72) (60)
Equity in Results of Joint Venture (130) (139)
Other, Net (43) (910)
Total Other Income, Net (245) (1,109)
Loss from Operations Before
Benefit for Income Taxes (3,525) (2,195)
Provision (Benefit) for Income Taxes 98 (936)
Net Loss $ (3,623) $(1,259)
Basic Net Loss Per Share $ (028 $ (0.09
Diluted Net Loss Per Share $ (028 $ (0.09)
Weighted Average Number of Common Shares Outstanding Used for Basic Net Loss Per
Share 13,000 13,678
Dilutive Shares
Weighted Average Number of Common Shares Outstanding Plus Dilutive Shares 13,000 13,678
Outstanding Common Stock Options Having No Dilutive Effect 472 582

Six Months Ended
August 31,
2009 2008

$ 62,943 $ 113,958

57,453 101,099

5,490 12,859

13,449 19,716
(7,959) (6,857)
(143) (134)
(166) (220)
(86) (1,400)
(395) (1,754)
(7,564) (5,103)
116 (2,272)
$ (7,680) $ (2,831
$ (058 $ (0.21)
$ 0358 $ (021

13,173 13,776

13,173 13,776

472 582

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Condensed Consolidated Balance Sheets (Unaudited)

Material Sciences Corporation and Subsidiaries

August 31,
(In thousands) 2009
Assets:
Current Assets:
Cash and Cash Equivalents $ 15,647
Receivables, Less Reserves of $2,148 and $2,965, Respectively 17,360
Income Taxes Receivable 869
Prepaid Expenses 1,223
Inventories 18,393
Assets Held for Sale 3,275
Total Current Assets 56,767
Property, Plant and Equipment 171,331
Accumulated Depreciation (126,930)
Net Property, Plant and Equipment 44,401
Other Assets:
Notes Receivable 1,519
Investment in Joint Venture 2,872
Other 651
Total Other Assets 5,042
Total Assets $ 106,210
Liabilities:
Current Liabilities:
Accounts Payable $ 14,666
Accrued Payroll Related Expenses 4,818
Accrued Expenses 6,272
Total Current Liabilities 25,756
Long-Term Liabilities:
Pension and Postretirement Liabilities 10,050
Other 2,890
Total Long-Term Liabilities 12,940
Commitments and Contingencies
Shareowners Equity:
Preferred Stock
Common Stock 380
Additional Paid-In Capital 79,819
Treasury Stock at Cost (56,774)

February 28,
2009

$ 10,664
13,297
2,567

657

24,657
3,329

55,171

170,010
(122,264)

47,746

4,363
2,288
471

7,122

$ 110,039

$ 10,442
3,269
8,284

21,995

10,574

3,250

13,824

380
79,696
(56,146)

5
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Retained Earnings 47,481 55,161
Accumulated Other Comprehensive Income (3,392) 4,871)
Total Shareowners Equity 67,514 74,220
Total Liabilities and Shareowners Equity $ 106,210 $ 110,039

The accompanying notes are an integral part of these condensed consolidated financial statements.



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

Condensed Consolidated Statements of Cash Flows (Unaudited)

Material Sciences Corporation and Subsidiaries

Six Months Ended
August 31,
(In thousands) 2009 2008

Cash Flows From:

Operating Activities:

Net (Loss) $ (7,680) $ (2,831)
Adjustments to Reconcile Net Income (Loss) to Net Cash

Provided by Operating Activities:

Gain on Sale of Marketable Securities (841)
Depreciation, Amortization and Accretion 4414 5,434

Change in Provision for Deferred Income Taxes (2,674)
Compensatory Effect of Stock Plans 119 219

Foreign Currency Transaction Gain (354)
Loss on Derivative Instruments 33

Other, Net (365) (220)
Changes in Assets and Liabilities:

Receivables (1,982) 248

Income Taxes Receivable 1,699 1,657

Prepaid Expenses (560) (1,021)
Inventories 6,488 4,113)
Accounts Payable 4,176 10,979

Accrued Expenses (1,539) (899)
Other, Net 310 (14)
Net Cash Provided by Operating Activities 5,113 5,570

Investing Activities:

Capital Expenditures (535) (2,823)
Proceeds from Note Receivable 944

Proceeds from Sale of Marketable Securities 4,027
Proceeds from Exclusivity Agreement 1,000
Net Cash Provided by Investing Activities 409 2,204

Financing Activities:

Purchases of Treasury Stock (628) (3,110)
Issuance of Common Stock 3 11
Net Cash Used in Financing Activities (625) (3,099)
Effect of Exchange Rate Changes on Cash 86 52)
Net Increase in Cash 4,983 4,623
Cash and Cash Equivalents at Beginning of Period 10,664 7,913
Cash and Cash Equivalents at End of Period $ 15,647 $ 12,536

Non-Cash Transactions:
Capital Expenditures in Accounts Payable at End of Period $ 81 $ 356
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Supplemental Cash Flow Disclosures:
Interest Paid
Income Taxes Paid

26 % 49

$
$ 370 $ 29

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
MATERIAL SCIENCES CORPORATION and SUBSIDIARIES

The financial information as of August 31, 2009, and for the three and six months ended August 31, 2009 and 2008, has not been audited by our
independent registered public accounting firm. In the opinion of Material Sciences Corporation (the Company, we, our, us or MSC ), the
information reflects all adjustments (consisting of only normal, recurring adjustments) necessary for a fair presentation of the information at that

date and for those periods. The financial information contained in this report should be read in conjunction with the Company s Annual Report

on Form 10-K filed with the Securities and Exchange Commission on May 14, 2009, for the fiscal year ended February 28, 2009 ( fiscal 2009 ).

(1) Joint Venture. In November 2000, a subsidiary of MSC formed a joint venture with Tekno S.A. ( Tekno ) for the manufacture and sale of
Quiet Steel® and disc brake noise damping material for the South American market. The Company includes its portion of the joint venture s
results in the Condensed Consolidated Statements of Operations under Equity in Results of Joint Venture. The Equity in Results of Joint Venture
was income of $130 thousand and $166 thousand for the three and six months ended August 31, 2009, respectively, compared with $139
thousand and $220 thousand for the same periods in 2008.

(2) Preferred Stock. Preferred Stock, $1.00 Par Value; 10,000,000 Shares Authorized; 1,000,000 Designated Series B Junior Participating
Preferred; None Issued.

(3) Common Stock. Common Stock, $.02 Par Value; 40,000,000 Shares Authorized; 18,978,964 Shares Issued and 12,904,397 Shares
Outstanding as of August 31, 2009, and 18,977,364 Shares Issued and 13,605,587 Shares Outstanding as of February 28, 2009.

(4) Treasury Stock. In February 2006, the Company s Board of Directors authorized the repurchase of up to 1 million shares of common stock.
The Company repurchased 286,397 shares in the first quarter of fiscal 2009 to complete the purchase of the 1 million shares authorized under the
February 2006 authorization, and all of these shares had been repurchased as of April 2008 at a total cost of $8.6 million.

On January 7, 2008, our Board of Directors authorized the repurchase of up to 1 million additional shares of common stock, or approximately
7% of the shares outstanding at that time. The shares may be repurchased from time-to-time on the open market, subject to market conditions
and other factors, and generally will be funded with internally generated cash. This authorization was in addition to the shares that remained to
be purchased under the February 2006 authorization. In addition to the 286,397 shares purchased under the February 2006 authorization, the
Company repurchased 131,029 shares under the January 2008 authorization, for a total of 417,426 shares purchased during the six months ended
August 31, 2008, with 363,800 in the first quarter and 53,626 in the second quarter. The Company purchased 702,790 shares under the January
2008 authorization during the six months ended August 31, 2009, with 460,894 in the first quarter and 241,896 in the second quarter.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

Cost of Average
Shares Price
Purchased per
Shares (in thousands) Share
Treasury Stock as of February 28, 2009 5,371,777 $ 56,146 $ 10.45
Repurchases During the Six Months Ended August 31, 2009 702,790 628 0.89
Treasury Stock as of August 31, 2009 6,074,567 $ 56,774 $ 935

(5) Short-Term Investments. The Company accounts for its short-term investments in accordance with Statement of Financial Accounting
Standards (  SFAS ) No. 115, Accounting for Certain Investments in Debt and Equity Securities. In September 2007, the Company invested $6.0
million in Auction-Rate Preferred Shares ( ARS ) from three different funds. These investments were in the preferred shares of large diversified,
highly rated money market funds whose common shares were actively traded.

We liquidated $0.4 million of the ARS investment in April 2008 at par value; $2.4 million more in May 2008 at par value; $0.5 million in June
2008 at par value; and $0.6 million in September 2008 at par value. In November 2008, the Company received $2.1 million and completed the
liquidation of the investment at par value. All income generated from these short-term investments is included in Interest Income, Net, in the
Statement of Operations. As of August 31, 2009, and February 28, 2009, the Company held no short-term investments.

(6) Commodity Contracts. We are exposed to certain risks related to ongoing business operations. We enter into derivative instruments with

the objective of managing our financial and operational exposure arising from these risks. The primary risk managed by using derivative
instruments is commodity price risk. From time-to-time in the ordinary course of business, the Company enters into purchase contracts for
procuring nickel carbonate, zinc shot and natural gas, which are commodities used in the Company s manufacturing processes. The intent of
entering into these agreements is to mitigate the market risk and volatility associated with the pricing of these commodities. The Company
maintains a commodity forward purchase policy, which seeks to ensure that at any time, the majority of the expected consumption over the next
12 months is secured under a purchase contract at a pre-determined price. When we enter into these contracts, we elect the Normal
Purchase/Normal Sale election for each of them as allowed under SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities
( SFAS 133 ).

During the second quarter of fiscal 2010, we purchased nickel carbonate under two purchase contracts that we entered into in prior years. One
expired in June 2009 and the other will expire in March 2010. At the time we entered into the contracts, the volumes to be purchased complied
with our commodity forward purchase policy. During the third quarter of fiscal 2009, lower sales resulted in a sharp decline in our need for
nickel carbonate, which resulted in us being committed to purchase quantities in excess of our forecasted demand. As a result, we cannot support
the Normal Purchase/Normal Sale election and are required to

10
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

account for these contracts at fair value in accordance with SFAS 133. During the third quarter of fiscal 2009, we recorded a charge to cost of
sales and a current liability of $0.9 million for the fair value of the contract. During the first quarter of fiscal 2010, we took delivery of $0.1
million of nickel carbonate, recorded a gain of $0.2 million on the settlement of the first contract upon its termination and further reduced the
current liability by $0.2 million to its estimated fair value of $0.4 million at May 31, 2009. During the second quarter of fiscal 2010, we took
delivery of $0.3 million of nickel carbonate under the second contract and further reduced the current liability by $0.1 million to its estimated
fair value of $42 thousand at August 31, 2009.

We currently buy natural gas under a purchase contract entered into in the third quarter of fiscal 2009. Shortly after entering into the contract, we
experienced declines in sales, which reduced our projected need for natural gas to levels below the quantities we were committed to purchase.
As a result, we can no longer support the Normal Purchase/Normal Sale election and are required to account for this contract at fair value in
accordance with SFAS 133. In the fourth quarter of fiscal 2009, we recorded a charge to cost of sales and a current liability of $1.3 million for
the fair value of the contract, based on the difference between our contract price and quoted market prices for natural gas delivered from the
same source. During the first quarter of fiscal 2010, we took delivery of $0.6 million of natural gas and recorded a $0.2 million loss for changes
in the fair value of this contract. During the second quarter of fiscal 2010, we took delivery of $0.6 million of natural gas and recorded a $0.2
milion loss for changes in the fair value of this contract. At August 31, 2009, its estimated fair value was $0.5 million.

As of August 31, 2009, the Company had 30,840 pounds of nickel carbonate and 100,000 decatherms of natural gas under contract.

The following table summarizes the fair value of our non-designated derivative instruments at August 31, 2009 (in thousands):

Liabilities
(Accrued
Derivatives Not Designated As Hedging Instruments Expenses)
Commodity Contracts $ 507
Total $ 507

The following table summarizes the gain or loss recognized on our nondesignated derivatives in the three and six months ended August 31, 2009
(in thousands):

Amount of (Loss)
Recognized in Earnings

Three Six
Months Months
Statement of Ended Ended
Operations August 31, August 31,
Derivatives Not Designated As Hedging Instruments Line 2009 2009
Commodity Contracts Cost of Sales $ (140) $ (33)
Total $ (140) $ (33)

In September 2009, we entered into a new purchase contract to acquire zinc for approximately $0.5 million. This contract is intended to provide
for approximately 50% of our projected needs over the following six months. We expect to be able to apply the Normal Purchase/Normal Sale
election as allowed under SFAS No. 133.

11
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

(7) Fair Value Measurements. SFAS No. 157, Fair Value Measurements ( SFAS 157 ) requires the reporting entity disclose the following
information for each interim and annual period:

a. For assets and liabilities that are measured at fair value on a recurring basis in periods subsequent to initial recognition, the fair value
measurements at the reporting date;

b. For assets and liabilities that are measured at fair value on a nonrecurring basis in periods subsequent to initial recognition, the fair value
measurements recorded during the period and the reasons for the measurements;

c. The level within the fair value hierarchy in which the fair value measurements in their entirety fall, segregating fair value measurements using
quoted prices in active markets for identical assets or liabilities (Level 1), significant other observable inputs (Level 2), and significant
unobservable inputs (Level 3); and

d. For assets and liabilities that are measured at fair value on a nonrecurring basis in periods subsequent to initial recognition, a description of the
inputs and the information used to develop the inputs for Level 3 measurements.

The table below summarizes the fair value measurements for our nickel carbonate and natural gas contracts at August 31, 2009.

Quoted
Prices
in
Active
Markets
Balance for Significant
as Identical Other Significant
of Assets Observable Unobservable
August 31, (Level Inputs Inputs
(in thousands) 2009 1) (Level 2) (Level 3)
Commodity Contracts $ 507 $ $ 507 $

The table below summarizes the fair value measurement of our long-lived assets held for sale at August 31, 2009, and associated gains (losses)
for the three and six months ended August 31, 2009.

Quoted
Prices Total Total
II,' Gains Gains
Active (Losses) (Losses)
Markets L. for the for the
Balance fox: Significant L. Three Six
as Identical Other Significant Months Months
of Assets Observable  Unobservable Ended Ended
August 31, (Level Inputs Inputs August 31, August 31,
(in thousands) 2009 1) (Level 2) (Level 3) 2009 2009
Long-lived Assets Held for Sale $ 3,395 $ $ $ 3,395 $ $
9

12
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

Long-lived assets held for sale consist of the real estate and production assets located in Middletown, Ohio as discussed in Note 19, Assets Held
for Sale. The carrying value of the assets at August 31, 2009, of $3.3 million is comprised of the fair value less estimated costs to sell the facility
of $0.1 million. The determination of the fair value of the assets maximized the use of available and reliable inputs observable in the

marketplace. However, the fair value measurement included certain significant unobservable inputs which reflect the Company s own
assumptions about the assumptions that market participants would use in pricing the assets in the marketplace. Unobservable inputs were
developed based on the best information available in the circumstances. The real estate fair value was estimated by management after

considering a range of possible outcomes based on recent sales of similar buildings in Middletown. Due to the lack of an established secondary
market for the specific machinery and equipment and the lack of an income stream attributable to the machinery and equipment, the fair values
were estimated based on the estimated cost of replacing the assets, less an allowance for physical deterioration and functional and economic
obsolescence.

(8) Comprehensive Loss.

Three Months Ended Six Months Ended
August 31, August 31,

(in thousands) 2009 2008 2009 2008
Net Loss $ (3,623) $(1,259) $ (7,680) $(2,831)
Other Comprehensive (Loss):
(Loss) on Marketable Securities, Net of Tax of $0, $24, $0 and $21,
Respectively 37 (38)
Less: Realized Gain on Marketable Securities, Net of Tax of $0, $328, $0 and
$328, Respectively (513) (513)
Pension/Postretirement SFAS 158 Adjustments, Net of Benefit for Income
Taxes of $0, $44, $0 and $88, Respectively 160 70 320 140
Foreign Currency Translation Adjustments 384 (194) 1,159 (244)
Comprehensive Loss $(3,079) $(1,933) $(6,201) $(3,486)

(9) Indebtedness. On May 12, 2008, the Company secured a new 36-month $15.0 million credit line ( Line ) with JPMorgan Chase Bank, N.A.
Interest on the Line is at the bank s prime rate (3.25% as of August 31, 2009) for U.S. dollar borrowings or Libor plus 1.50% for Euro
borrowings. There are annual letter of credit fees of 1.50% on outstanding letters of credit and a 0.25% fee on the annual unused credit line. The
Line is secured by a borrowing base equal to a specified percentage of accounts receivable and liens on other assets of the Company, including
inventory, equipment, real property and intellectual property, reduced by outstanding letters of credit.

On May 28, 2009, the Company signed an amendment to the Line. The amendment reduced the credit line from $15 million to $10 million,
added a $1 million availability covenant that effectively reduced the borrowing capacity of $10 million to a

10
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

maximum of $9 million, and added a clause that allows the Company to sell up to $5 million in assets in the future without prior approval from
JPMorgan Chase Bank, N.A. The Line does not contain any financial performance covenants.

Due to the borrowing base limitations and outstanding letters of credit of $1.3 million, the net amount available for borrowing at August 31,
2009, was $5.5 million. The lender may, at its discretion and subject to the terms of the Line, modify the advance rates used in computing the
borrowing base. This may limit the amounts available for future borrowings. The lack of the borrowing availability under the credit line and our
potential inability to obtain a replacement source of credit could have a negative material effect on our operations and financial condition. No
amounts were drawn on the line during fiscal 2009 or 2010, and there were no borrowings outstanding under the Line as of August 31, 2009.

(10) Inventory. Inventories consist of the following:

August 31, February 28,

(in thousands) 2009 2009

Raw Materials $ 6,719 $ 11,401
Finished Goods 11,674 13,256
Total Inventories $ 18,393 $ 24,657

(11) Significant Customers. Due to the concentration in the automotive industry, the Company believes that sales to individual automotive
customers are significant. The following table shows sales to the Company s significant customers as a percentage of consolidated net sales for
the three and six months ended August 31, 2009 and 2008.

% of % of
Consolidated Consolidated
Net Sales for Net Sales for
the Three the Six
Months Months
Ended Ended
August 31, August 31,
Customer 2009 2008 2009 2008
Ford 21% 17% 20% 17%
Steel Technologies (formerly Mitsui Steel) 12% 6% 13% 7%
General Motors 9% 15% 10% 13%
Chrysler 9% 9% 9% 11%

The following table shows gross accounts receivable from the Company s significant customers as a percentage of total consolidated gross
accounts receivable as of August 31, 2009, and February 28, 2009.

% of Consolidated Gross
Accounts Receivable

August 31, February 28,
Customer 2009 2009
General Motors 14% 4%
Ford 10% 19%
Steel Technologies (formerly Mitsui Steel) 10% 10%
Chrysler 10% 11%

14
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

MSC s domestic and foreign net sales are presented in the table below. No one foreign country comprised greater than 10% of consolidated net

sales for any period presented.

Three Months Ended Six Months Ended
August 31, August 31,
(in thousands) 2009 2008 2009 2008
Domestic Net Sales $28,662 $53,643 $58,202 $107,691
Foreign Net Sales 2,454 3,150 4,741 6,267
Total Net Sales $31,116  $56,793 $ 62,943 $ 113,958

(12) Interest Income, Net. The table presented below analyzes the components of Interest (Income) Expense, Net.

Three Months Six Months
Ended August 31, Ended August 31,
(in thousands) 2009 2008 2009 2008
Interest Expense $ 11 $ 21 $ 24 $ 40
Interest Income (83) (81) (167) (174)
Interest (Income) Expense, Net $(72) $ (60) $(143) $ (134)

(13) Income Taxes. The Company evaluates its deferred income taxes on a quarterly basis to determine if valuation allowances are required.
This includes considering available evidence, such as historical and projected taxable income and tax planning strategies that are both prudent
and feasible. The Company set up a full valuation allowance for its deferred tax assets as of February 28, 2009, after analyzing the ability to
generate sufficient taxable income to utilize the benefit of the deferred tax assets. During the three and six months ended August 31, 2009, the
Company recorded additional U.S. valuation allowances of approximately $1.4 million and $2.9 million, respectively, relating to tax
carryforwards and deferred tax assets generated during the corresponding periods. There were no other material changes to the Company s
valuation allowances during the three and six months ended August 31, 2009.

The Company does not anticipate that the total amount of unrecognized tax benefits of $3.1 million at August 31, 2009, will significantly change
during the next 12 months. The number of years with open tax audits varies depending on the tax jurisdiction. MSC s major taxing jurisdictions
include the U.S., the state jurisdictions of Illinois, Michigan, Ohio and Pennsylvania, and Germany. The Company is open to examination by the
Internal Revenue Service for fiscal years 2005 through 2009. MSC settled the Illinois audit for fiscal years 2004 through 2006 and is open to
examination for fiscal years 2007 through 2009. The Company concluded the Michigan audit for fiscal years 2003 through 2005 and is open to
examination for fiscal years 2006 through 2009. MSC is open to examination in Ohio for fiscal years 2004 through 2009, and in Pennsylvania
for fiscal years 2006 through 2009. The Company is open to examination by German taxing authorities for fiscal years 2004 through 2009. The
resolution of the Illinois audit for fiscal years 2004 through 2006 did not materially affect the results of operations, financial position or cash
flow.

12
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

MSC s effective income tax provision (benefit) rate for continuing operations was an expense of 2.8% for the three months ended August 31,
2009, and an expense of 1.5% for the six months ended August 31, 2009, compared with a benefit of 42.6% and 44.5% in the same periods last
year. The current fiscal year s effective tax rate includes the effect of recording a full valuation allowance on the Company s deferred tax assets
generated during the current year.

(14) Retirement and Savings Plans. The Company has one defined contribution retirement plan qualifying under Internal Revenue Code
Section 401(k), the Material Sciences Savings & Investment Plan (the SIP ). All MSC employees can elect to participate in the SIP. MSC had a
non-contributory defined contribution pension plan that covered a majority of its employees. This plan was frozen on June 30, 2006, and the

plan assets were merged into the SIP as of January 1, 2007. The Company makes an annual contribution into the SIP at varying rates by location
for employees who were covered under the defined pension contribution plan in prior years. Effective March 1, 2009, the Company amended the
SIP to temporarily suspend making matching contributions and retirement contributions for certain participants of the SIP whose employment is
not governed by the terms of a collective bargaining agreement.

MSC also has non-contributory defined benefit pension plans and other postretirement plans for certain of its employees. The defined benefit
pension plans are frozen. The following table provides the components of net periodic benefit cost for the Company s defined benefit plans and
other post retirement plans.

Pension Benefits Other Benefits
Three Months Ended August 31,
(in thousands) 2009 2008 2009 2008
Service Cost $ $ $ 21 $ 34
Interest Cost 204 194 63 61
Expected Return on Plan Assets 97) (163)
Amortization of Net Loss 119 73 40 41
Total Net Periodic Benefit Cost $226 $ 104 $124 $136
Pension Benefits Other Benefits
Six Months Ended August 31,

(in thousands) 2009 2008 2009 2008
Service Cost $ $ $ 42 $ 69
Interest Cost 408 388 126 121
Expected Return on Plan Assets (194) (326)
Amortization of Net Loss 239 146 81 82
Total Net Periodic Benefit Cost $ 453 $ 208 $249 $272

As of August 31, 2009, $0.6 million of contributions/payments have been made during fiscal 2010 toward the Company s qualified and
non-qualified defined benefit pension plans and $0.3 million of net contributions/payments have been made during fiscal 2010 to the other post
retirement plans. We expect to make similar contributions/payments for the rest of fiscal 2010.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

(15) Equity and Compensation Plans. The Company has one active equity award plan; the Material Sciences Corporation 1992 Omnibus
Awards Plan for Key Employees ( 1992 Plan ). There are 3,262,500 shares authorized under the 1992 Plan to provide stock options, restricted
stock and other equity awards under various programs. Non-qualified stock options generally vest over three years from the date of grant and
expire between five and 10 years from the date of grant. Restricted stock awards generally vest over three to five years from the date of grant.
Restricted stock awards have been issued with restrictions based upon time, Company earnings performance or a combination of the two.

The Company also has one inactive equity award plan: the Material Sciences Corporation 2001 Compensation Plan for Non-Employee Directors
( 2001 Directors Plan ). The 2001 Directors Plan expired on February 29, 2004, and no additional grants will be made under the plan. There were
25,958 stock options outstanding and exercisable under this plan as of August 31, 2009.

MSC recorded $31 thousand and $73 thousand of compensation expense, net of applicable taxes, in its Condensed Consolidated Statement of
Operations for the three and six months ended August 31, 2009, respectively, for stock options that were granted in June 2006, February 2008
and April 2008. MSC recorded $66 thousand and $120 thousand of compensation expense, net of applicable taxes, in the three and six months
ended August 31, 2008, respectively.

At the annual stockholders meeting in June 2007, stockholders approved the Company s 2007 Equity Incentive Plan. This is an annual and
long-term incentive plan tied directly to MSC s financial and strategic performance over preset performance periods as determined by the
Compensation Committee of its Board of Directors. This incentive plan is designed to allow for the grant of both annual and long-term incentive
awards, both in cash and in equity.

(16) Segments. MSC operates in one business segment based on management s view of its business for purposes of evaluating performance and
making operating decisions. The Company focuses on providing material-based solutions for acoustical and coated applications. Acoustical
material-based solutions include multilayer composites consisting of metals, polymeric coatings and other materials used to manage noise and
vibration. Coated material-based solutions include coil-coated and electrogalvanized protective and decorative coatings applied to coils of metal
in a continuous, high-speed, roll-to-roll process. These solutions are designed to meet specific customer requirements for the automotive;
building and construction; electronics; heating, ventilation and air conditioning (HVAC); lighting and appliance markets. The Company uses a
significant level of shared assets and personnel across each of its product categories, and it is common for a single customer to purchase products
from several different product categories.

Each of our domestic facilities houses one or more principal production lines. These lines are used to transform coils of cold rolled steel,
stainless steel or aluminum into materials for our customers in a continuous process. The process varies somewhat, depending on the application
and what materials are bonded to the metal coil. However, the core production line equipment does not change markedly. The products are
differentiated by the type of material bonded to the metal and the bonding method employed. Various paints and coatings are applied by running
the uncoiled metal ribbon through a bath and baking the coatings

14

18



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

MATERIAL SCIENCES CORPORATION and SUBSIDIARIES (Continued)

onto the steel in high temperature ovens. Our proprietary Quiet Steel ® is produced by bonding two metal coils together with viscoelastic core
materials. Zinc and zinc-nickel corrosion protections are applied by running the steel through metal electrolyte baths and galvanizing the
material to the metal with electricity. This galvanization process is only performed at our Walbridge, Ohio facility.

Our applications are designed to meet specific customer requirements for the automotive, building and construction, electronics, HVAC,
appliance, swimming pool and lighting markets. We use a significant level of shared assets, selling, general and administrative expense, and
management across each of our product categories. It is common for a single customer to purchase products from several different product
categories as well as from different plants. Capital projects, whether for cost savings or generating incremental revenue, are evaluated
individually based on estimated economic returns (e.g., net present value, return on investment), not based on related product line or geographic
location. The management approach for our organization in making operating decisions and assessing performance is focused on delivering
individual products that together provide solutions to our customer base, using a centralized functional management structure and shared
administration and production resources. Disaggregated financial information for individual products is largely limited to revenues as shown
below:

For the Fm:
three the six
months months
ended ended
August 31, August 31,
2009 2008 20092008
Net Sales (§ in millions) $ % $ % with limited exceptions (including for certain

hybrid securities that are in form debt), pari passu
with or junior to the Preferred Stock upon our
liquidation, dissolution or winding-up;

perpetual, or have a mandatory redemption or
maturity date that is not less than 40 years after
the date of initial issuance of such securities; and

provide for dividends or other distributions that

are either non-cumulative or, if cumulative, are

subject to certain optional or mandatory deferral

provisions and explicit replacement provisions.

Our ability to raise proceeds from qualifying
securities during the six months prior to a proposed
redemption or repurchase will depend on, among other
things, market conditions at such time as well as the
acceptability to prospective investors of the terms of
such qualifying securities. Accordingly, there could be
circumstances where we would wish to redeem or
repurchase some or all of the Preferred Stock and
sufficient cash is available for that purpose, but we are
restricted from doing so because we have not been able
to obtain proceeds from qualifying securities sufficient
for that purpose.
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Dividends on the Preferred Stock are
non-cumulative.

Dividends on the Preferred Stock are
non-cumulative. Consequently, if our board of
directors does not authorize and declare a dividend for
any Dividend Period, holders of the Preferred Stock
would not be entitled to receive any such dividend, and
such unpaid dividend will cease to accrue and be
payable. We will have no obligation to pay dividends
accrued for a Dividend Period after the Dividend
Payment Date for such period if our board of directors
has not declared such dividend before the related
Dividend Payment Date, whether or not dividends are
declared for any subsequent Dividend Period with
respect to the Preferred Stock or any other preferred
stock we may issue.
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If we are deferring payments on our outstanding
Jjunior subordinated debt securities or the Junior
Subordinated Notes or are in default under the
indentures governing those securities, we will be
prohibited from making distributions on or
redeeming the Preferred Stock.

The terms of our outstanding junior subordinated
debt securities prohibit us from declaring or paying any
dividends or distributions on the Preferred Stock, or
redeeming, purchasing, acquiring or making a
liquidation payment with respect to our Preferred
Stock, if we are aware of any event that would be an
event of default under the indenture governing those
junior subordinated debt securities or at any time when
we have deferred interest thereunder. The Indenture
governing the Junior Subordinated Notes will contain
similar provisions.

Holders of Preferred Stock will have limited voting
rights.

Holders of the Preferred Stock have no voting
rights with respect to matters that generally require the
approval of voting stockholders. However, holders of
the Preferred Stock will have the right to vote as a
class on certain fundamental matters that may affect
the preference or special rights of the Preferred Stock,
as described under Description of the Preferred Stock
Voting.

Holders of Preferred Stock may be unable to use the
dividends received deduction.

Distributions paid to corporate U.S. holders out of
dividends on the Preferred Stock may be eligible for
the dividends received deduction if we have current or
accumulated earnings and profits, as determined for
U.S. federal income tax purposes. Although we
presently have accumulated earnings and profits, we
may not have sufficient current or accumulated
earnings and profits during future fiscal years for the
distributions on the Preferred Stock to qualify as
dividends for U.S. federal income tax purposes. See

Certain U.S. Federal Income Tax Consequences
Acquisition and Taxation of the Preferred Stock
Dividends on the Preferred Stock. If any distributions
on the Preferred Stock with respect to any fiscal year
are not eligible for the dividends received deduction
because of insufficient current or accumulated earnings
and profits, the market value of the Preferred Stock
may decline.

Risks Related to Our Business
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An investment in Wachovia s securities may
involve risks due to the nature of the businesses we
engage in and activities related to those businesses.
The following are the most significant risks associated
with those businesses or activities:

Business risk. Wachovia s business model is based
on a diversified mix of businesses that provide a broad
range of financial products and services, delivered
through multiple distribution channels. Wachovia s
diversified businesses are subject to a wide range of
competition, ranging from smaller community banking
institutions, financial advisors and investment advisors
to large, diversified, multi-national financial services
providers. Risks associated with our business model
include:

the timely development of competitive new
products and services by Wachovia and the
acceptance of these products and services by new
and existing customers;

the willingness of customers to accept third-party
products marketed by Wachovia;

the willingness of customers to substitute
competitors products and services for Wachovia s
products and services and vice versa;

the impact of changes in financial services laws
and regulations (including laws concerning taxes,
banking, securities and insurance);

technological changes; and

changes in consumer spending and saving habits.
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Credit risk. Wachovia is one of the nation s largest
lenders, and the credit quality of our portfolio can have
a significant impact on our earnings. Credit risk is the
risk of loss due to adverse changes in a borrower s
ability to meet its financial obligations under agreed
upon terms. Risks associated with our credit quality
include:

the strength of the United States economy in
general and the strength of the local economies in
which Wachovia conducts operations may be
different than expected resulting in, among other
things, a deterioration in credit quality or a
reduced demand for credit, including the resultant
effect on Wachovia s loan portfolio and allowance
for loan losses; and

adverse changes in the financial performance
and/or condition of Wachovia s borrowers which
could impact repayment of such borrowers
outstanding loans.

Market risk. Wachovia s businesses are subject to
market risk. The components of market risk are interest
rate risk inherent in our balance sheet, price risk in our
principal investing portfolio and market value risk in
our trading portfolios. Risks associated with managing
market risk include:

the effects of, and changes in, trade, monetary and
fiscal policies and laws, including interest rate
policies of the Federal Reserve;

inflation, interest rate, market and monetary
fluctuations; and

adverse conditions in the stock market, the public
debt market and other capital markets (including
changes in interest rate conditions) and the impact
of such conditions on Wachovia s capital markets
and capital management activities, including,
without limitation, Wachovia s mergers and
acquisition advisory business, equity and debt
underwriting activities, private equity investment
activities, derivative securities activities,
investment and wealth management advisory
businesses, and brokerage activities.

Operational risk. Operational risk is the risk of
loss from inadequate or failed internal processes,
people and systems or from external events. Risks
associated with operational risk include:
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unanticipated regulatory or judicial proceedings
or rulings;

the impact of changes in accounting principles;

the impact on Wachovia s businesses of various
domestic or international military or terrorist
activities or conflicts; and

Wachovia s success at managing all of the risks
discussed herein.

Acquisitions and divestitures. When consistent
with our overall business strategy, we may consider
disposing of certain assets, branches, subsidiaries or
lines of business. We continue to routinely explore
acquisition opportunities in areas that would
complement our core businesses, and frequently
conduct due diligence activities in connection with
possible acquisitions. As a result, acquisition
discussions and, in some cases, negotiations frequently
take place and future acquisitions involving cash, debt
or equity securities could occur. In the event Wachovia
engages in acquisitions or divestitures, there are risks
involved. Risks associated with acquisitions and
divestitures include:

the risk that the businesses proposed to be
acquired or divested will not be integrated
successfully or such integration may be more
difficult, time-consuming or costly than expected;

the risk that expected revenue synergies and cost
savings from the businesses proposed to be
acquired may not be fully realized or realized
within the expected time frames;

the risk that revenues following the proposed
acquisition may be lower than expected; and

the risk that deposit attrition, operating costs,
customer loss and business disruption following
the proposed acquisition, including, without
limitation, difficulties in maintaining relationships
with employees, may be greater than expected.
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WACHOVIA CORPORATION

Wachovia was incorporated under the laws of
North Carolina in 1967. We are registered as a
financial holding company and a bank holding
company under the Bank Holding Company Act of
1956, as amended, and are supervised and regulated by
the Federal Reserve. Our banking and securities
subsidiaries are supervised and regulated by various
federal and state banking and securities regulatory
authorities. On September 1, 2001, the former
Wachovia Corporation merged with and into First
Union Corporation, and First Union Corporation
changed its name to Wachovia Corporation.

In addition to North Carolina, Wachovia s
full-service banking subsidiaries operate in Alabama,
Connecticut, Delaware, Florida, Georgia, Maryland,
Mississippi, New Jersey, New York, Pennsylvania,
South Carolina, Tennessee, Texas, Virginia and
Washington, D.C. These full-service banking
subsidiaries provide a wide range of commercial and
retail banking and trust services. Wachovia also
provides various other financial services, including
mortgage banking, home equity lending, leasing,
investment banking, insurance and securities brokerage
services through other subsidiaries.

In 1985, the Supreme Court upheld regional
interstate banking legislation. Since then, Wachovia
has concentrated its efforts on building a large regional
banking organization in what it perceives to be some of
the better banking markets in the eastern United States.
Since November 1985, Wachovia has completed over
100 banking-related acquisitions.

Wachovia continually evaluates its business
operations and organizational structures to ensure they
are aligned closely with its goal of maximizing
performance in its core business lines, Capital
Management, Wealth Management, the General Bank
and Corporate and Investment Banking. When
consistent with our overall business strategy, we may
consider the disposition of certain of our assets,
branches, subsidiaries or lines of business. We
continue to routinely explore acquisition opportunities,
particularly in areas that would complement our core
business lines, and frequently conduct due diligence
activities in connection with possible acquisitions. As a
result, acquisition discussions and, in some cases,
negotiations frequently take place, and future
acquisitions involving cash, debt or equity securities
can be expected.
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Wachovia is a separate and distinct legal entity
from its banking and other subsidiaries. Dividends
received from our subsidiaries are a source of funds to
pay dividends on our common and preferred stock and
debt service on our debt. Various federal and state
statutes and regulations limit the amount of dividends
that our banking and other subsidiaries may pay to us
without regulatory approval.

Recent Developments
Fourth Quarter 2005 Results

On January 19, 2006, Wachovia announced its
results of operations for the quarter ended
December 31, 2005. Wachovia s earnings were
$1.71 billion in the fourth quarter of 2005 compared
with earnings of $1.45 billion in the fourth quarter of
2004. On a per share basis, earnings were $1.09
compared with $0.95 a year ago.

For the full year of 2005, earnings were
$6.64 billion, or $4.19 per share, compared with
$5.21 billion, or $3.81 per share, for the full year of
2004.

These results included a discontinued operations
gain of $214 million after-tax, or $0.14 per share,
related to the fourth quarter 2005 sale of Wachovia s
corporate and institutional trust businesses.
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Tax-equivalent net interest income was
$3.58 billion in the fourth quarter of 2005 compared
with $3.36 billion in the fourth quarter of 2004. Fee
and other income was $2.99 billion in the fourth
quarter of 2005 compared with $2.80 billion in the
fourth quarter of 2004.

Nonperforming assets were $720 million, or
0.28% of net loans and foreclosed properties, at
December 31, 2005, compared with $1.10 billion, or
0.49%, at December 31, 2004. Annualized net
charge-offs as a percentage of average net loans were
0.09% in the fourth quarter of 2005 compared with
0.23% in the fourth quarter of 2004. The provision for
credit losses was $81 million in the fourth quarter of
2005 compared with $109 million a year ago.

Net loans at December 31, 2005 were
$259.0 billion compared with $223.8 billion a year
ago. Total deposits were $324.9 billion at
December 31, 2005, compared with $295.1 billion a
year ago. Stockholders equity was $47.6 billion at
December 31, 2005, compared with $47.3 billion a
year ago. At December 31, 2005, Wachovia had assets
of $520.8 billion.
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THE TRUST

The following is a summary of some of the terms of
the Trust. This summary, together with the summary of
some of the provisions of the related documents
described below, contains a description of the material
terms of the Trust but is not necessarily complete. We
refer you to the documents referred to in the following
description, copies of which are available upon request
as described above under Where You Can Find More
Information.

Wachovia Capital Trust Il, or Trust, isa
statutory trust created under Delaware law pursuant to
a Trust Agreement, signed by us, as sponsor of the
Trust, and the Delaware Trustee, and the filing of a
certificate of trust with the Delaware Secretary of
State. The Trust Agreement of the Trust will be
amended and restated in its entirety by us, the
Delaware Trustee, the Property Trustee and the
administrative trustees before the issuance of the
WITS. We refer to the Trust Agreement, as so
amended and restated, as the Trust Agreement. The
Trust Agreement will be qualified as an indenture
under the Trust Indenture Act of 1939, or Trust
Indenture Act.

The Trust exists for the exclusive purposes of:

issuing the WITS and the common securities
issued concurrently to us by the Trust, or  Trust
Common Securities, and together with the
WITS, the Trust securities, representing
beneficial interests in the Trust;

investing the gross proceeds of the Trust
securities in Junior Subordinated Notes;

entering into the Stock Purchase Contract
Agreement and holding the Stock Purchase
Contracts;

holding Junior Subordinated Notes, Qualifying
Treasury Securities and an interest-bearing
deposit with Wachovia Bank, N.A., and pledging
them to secure the Trust s obligations under the
Stock Purchase Contracts;

selling Junior Subordinated Notes in a
Remarketing;
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purchasing the Preferred Stock pursuant to the
Stock Purchase Contracts on the Stock Purchase
Date and holding it thereafter; and

engaging in only those activities necessary or
incidental thereto.

We will own all of the Trust Common Securities,
either directly or indirectly. The Trust Common
Securities rank equally with the WITS and the Trust
will make payment on its Trust securities pro rata,
except that upon certain events of default under the
Trust Agreement relating to payment defaults on the
Junior Subordinated Notes or non-payment of Contract
Payments, the rights of the holders of the Trust
Common Securities to payment in respect of
distributions and payments upon liquidation,
redemption and otherwise will be subordinated to the
rights of the holders of the WITS. We will acquire
Trust Common Securities in an aggregate liquidation
amount equal to $1,000,000.

The Trust s business and affairs will be conducted
by its trustees, each appointed by us as sponsor of the
Trust. The trustees will be U.S. Bank National
Association, as the property trustee, or Property
Trustee, U.S. Bank Trust National Association, as the
Delaware trustee, or Delaware Trustee, and two or
more individual trustees, or administrative trustees,
who are employees or officers of or affiliated with us.
The Property Trustee will act as sole trustee under the
Trust Agreement for purposes of compliance with the
Trust Indenture Act and will also act as trustee under
the Guarantee and the Indenture. See Description of
the Guarantee.

Unless an event of default under the Indenture has
occurred and is continuing at a time that the Trust
owns any Junior Subordinated Notes, the holders of the
Trust Common Securities will be entitled to appoint,
remove or replace the Property Trustee and/or the
Delaware Trustee.

The Property Trustee and/or the Delaware Trustee
may be removed or replaced for cause by the holders
of a majority in liquidation amount of the WITS. In
addition, holders of a majority in liquidation amount of
the Capital WITS and, if prior to the Stock Purchase
Date or, if earlier, the Remarketing
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Settlement Date, Normal WITS will be entitled to
appoint, remove or replace the Property Trustee and/or
the Delaware Trustee if an event of default under the
Indenture has occurred and is continuing and, at any
time after the Stock Purchase Date, the holders of a
majority in liquidation amount of the Normal WITS
will be entitled to appoint, remove or replace the
Property Trustee and/or the Delaware Trustee if we
have failed to declare and pay dividends on the
Preferred Stock held by the Trust for six or more
consecutive quarters.

The right to vote to appoint, remove or replace the
administrative trustees is vested exclusively in the
holders of the Trust Common Securities, and in no
event will the holders of WITS have such right.

The Trustis a finance subsidiary of us within the
meaning of Rule 3-10 of Regulation S-X under the
Securities Act of 1933, or Securities Act. As a
result, no separate financial statements of the Trust are
included in this prospectus, and we do not expect that
the Trust will file reports with the SEC under the
Exchange Act.

The Trust is perpetual, but may be dissolved
earlier as provided in the Trust Agreement.

We will pay all fees and expenses related to the
Trust and the offering of the WITS.
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USE OF PROCEEDS

We expect to receive net proceeds from this
offering of approximately $ , after expenses
and underwriting discounts. The Trust will invest
substantially all of the proceeds from the sale of the
Normal WITS and all of the proceeds from the sale of
the Trust Common Securities in the Junior
Subordinated Notes issued by us.

We intend to use the net proceeds from this
offering for general corporate purposes.
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SELECTED CONSOLIDATED CONDENSED
FINANCIAL DATA
The following is selected unaudited consolidated

condensed financial information for Wachovia for the
nine months ended September 30, 2005, and the year
ended December 31, 2004. The summary below should
be read in conjunction with our consolidated financial
statements, and the related notes thereto, and the other
detailed information contained in our 2005 Third
Quarter Report on Form 10-Q and our 2004 Annual
Report on Form 10-K.

Nine
Months
Year
Ended Ended
September 30, December 31,
(In millions, except per 2005 2004
share data)
CONSOLIDATED
CONDENSED
SUMMARIES OF
INCOME
Interest income $ 17,215 17,288
Interest expense 7,041 5,327
Net interest income 10,174 11,961
Provision for credit
losses 168 257
Net interest income after
provision for credit
losses 10,006 11,704
Securities gains (losses) 163 (10)
Fee and other income 9,051 10,789
Merger-related and
restructuring expenses 234 444
Other noninterest
expense 11,430 14,222
Minority interest in
income of consolidated
subsidiaries 239 184
Income before income
taxes 7,317 7,633
Income taxes 2,381 2,419
Net income $ 4,936 5,214
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PER COMMON

SHARE DATA

Basic earnings $ 3.16 3.87

Diluted earnings 3.10 3.81

Cash dividends $ 1.43 1.66

Average common shares

Basic 1,561 1,346

Average common shares

Diluted 1,590 1,370

CONSOLIDATED

CONDENSED

PERIOD-END

BALANCE SHEETS

Cash and cash

equivalents $ 42,551 38,591

Trading account assets 49,646 45,932

Securities 117,195 110,597

Loans, net of unearned

income 239,733 223,840

Allowance for loan

losses (2,719) (2,757)
Loans, net 237,014 221,083

Loans held for sale 18,038 12,988

Goodwill 21,857 21,526

Other intangible assets 1,285 1,581

Other assets 44,795 41,026
Total assets $ 532,381 493,324

LIABILITIES AND STOCKHOLDERS EQUITY

Deposits 320,439 295,053

Short-term borrowings 78,184 63,406

Trading account

liabilities 19,815 21,709

Other liabilities 17,436 16,262

Long-term debt 45,846 46,759
Total liabilities 481,720 443,189

Minority interest in net

assets of consolidated

subsidiaries 3,904 2,818
Stockholders equity 46,757 47,317

Total liabilities and
stockholders equity $ 532,381 493,324
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CAPITALIZATION
Our consolidated actual unaudited capitalization as
of September 30, 2005 and our capitalization as
adjusted to give effect to the sale of the securities
offered hereby are presented below. See Use of
Proceeds.

September 30, 2005

(In millions, except per share Actual  Adjusted
data)

Long-term Debt:
Total long-term debt $ 45,846

Stockholders Equity:
Dividend Equalization
Preferred shares, no par value,
97 million shares issued and
outstanding
Non-Cumulative Perpetual
Class A Preferred Stock,
Series I, $100,000 liquidation
preference per share,

shares authorized
Common stock, $3.331/3 par
value, 3 billion shares
authorized, 1.553 billion

shares outstanding 5,178 5,178
Paid-in capital 30,821
Retained earnings 11,086 11,086

Accumulated other
comprehensive income, net (328) (328)

Total stockholders equity 46,757

Total long-term debt and
stockholders equity $ 92,603

REGULATORY CONSIDERATIONS

As a financial holding company and a bank
holding company under the Bank Holding Company
Act, the Federal Reserve regulates, supervises and
examines Wachovia. For a discussion of the material
elements of the regulatory framework applicable to
financial holding companies, bank holding companies
and their subsidiaries and specific information relevant
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to Wachovia, please refer to Wachovia s annual report
on Form 10-K for the fiscal year ended December 31,
2004, and any subsequent reports we file with the SEC,
which are incorporated by reference in this prospectus.
This regulatory framework is intended primarily for
the protection of depositors and the federal deposit
insurance funds and not for the protection of security
holders. As a result of this regulatory framework,
Wachovia s earnings are affected by actions of the
Federal Reserve and the Office of Comptroller of the
Currency, which regulate our banking subsidiaries, the
Federal Deposit Insurance Corporation, which insures
the deposits of our banking subsidiaries within certain
limits, and the SEC, which regulates the activities of
certain subsidiaries engaged in the securities business.

Wachovia s earnings are also affected by general
economic conditions, our management policies and
legislative action.

In addition, there are numerous governmental
requirements and regulations that affect our business
activities. A change in applicable statutes, regulations
or regulatory policy may have a material effect on
Wachovia s business.

Depositary institutions, like Wachovia s bank
subsidiaries, are also affected by various federal laws,
including those relating to consumer protection and
similar matters. Wachovia also has other financial
services subsidiaries regulated, supervised and
examined by the Federal Reserve, as well as other
relevant state and federal regulatory agencies and
self-regulatory organizations. Wachovia s non-bank
subsidiaries may be subject to other laws and
regulations of the federal government or the various
states in which they are authorized to do business.
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ACCOUNTING TREATMENT; REGULATORY
CAPITAL
General

The proceeds from the sale of the WITS will be
allocated between the Stock Purchase Contracts and
the Junior Subordinated Notes in proportion to the fair
market value of each at the date of the offering.

We will recognize the present value of the
Contract Payments under the Stock Purchase Contracts
as a liability with an offsetting reduction in
stockholders equity. This liability increases over five
years by interest charges to the statement of earnings
based on a constant rate calculation. Contract
Payments paid on the Stock Purchase Contracts will
reduce this liability.

The Stock Purchase Contracts are forward
transactions in our Preferred Stock. Upon settlement of
a Stock Purchase Contract, we will receive $100,000
on that Stock Purchase Contract and will issue a share
of Preferred Stock. The $100,000 we receive will be
credited to stockholders equity.

Fees and expenses incurred in connection with this
offering will be allocated between the Junior
Subordinated Notes and the Stock Purchase Contracts.
The amount allocated to the Junior Subordinated Notes
will be amortized and recognized as interest expense
over the term of the Junior Subordinated Notes. The
amount allocated to the Stock Purchase Contracts will
be charged to stockholders equity.

Other Matters

Both the Financial Accounting Standards Board
and its Emerging Issues Task Force continue to study
the accounting for financial instruments and derivative
instruments, including instruments such as the WITS
and the Stock Purchase Contracts. It is possible that
our accounting for the WITS and the Stock Purchase
Contracts could be affected by any new accounting
rules that might be issued by these groups.

Regulatory Capital Treatment

We expect that the Federal Reserve will treat the
Normal WITS and Stripped WITS as tier 1 capital in
an amount equal to the amount of this offering for
purposes of its capital guidelines applicable to bank
holding companies such as Wachovia. We also expect
that, although the Normal WITS and Stripped WITS
will be restricted core capital elements for purposes of
the guidelines prior to issuance of the Preferred Stock
on the Stock Purchase Date, the Normal WITS and
Stripped WITS will be qualifying mandatory
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convertible securities for purposes of those guidelines,
with the consequence that the Normal WITS and
Stripped WITS, taken together with the other
enumerated restricted core capital elements that in the
aggregate are limited to 15% of tier 1 capital, will be
subject to the separate sub-limit of 25% of tier 1 capital
for internationally active banking organizations like
Wachovia once the guidelines become fully effective
on March 31, 2009.
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DESCRIPTION OF THE WITS

The following is a summary of some of the terms of
the WITS and of the Trust Agreement under which they
are issued. This summary, together with the summary
of some of the provisions of the related documents
described below, contains a description of the material
terms of the WITS and the Trust Agreement but is not
necessarily complete. We refer you to the documents
referred to in the following description, copies of
which are available upon request as described above
under Where You Can Find More Information.
General

The WITS will be issued pursuant to the
Trust Agreement. The Property Trustee, U.S. Bank
National Association, will act as indenture trustee for
the WITS under the Trust Agreement for purposes of
compliance with the provisions of the Trust Indenture
Act. The WITS, each with a liquidation amount of
$1,000, may be either Normal WITS, Stripped WITS
or Capital WITS, and unless indicated otherwise, as
used in this prospectus the term  WITS will include
all three of these classes of WITS. The WITS issued in
the offering will consist of Normal WITS,
which are exchangeable for the other classes of WITS
as described herein. The terms of each class of WITS
will include those stated in the Trust Agreement,
including any amendments thereto and those made part
of the Trust Agreement by the Trust Indenture Act and
the Delaware Statutory Trust Act.

The Trust will initially own all of our
Remarketable Junior Subordinated Notes due 2042, or

Junior Subordinated Notes, and will enter into a
stock purchase contract agreement, or  Stock Purchase
Contract Agreement, with us, pursuant to which it
will own stock purchase contracts, each a

Stock Purchase Contract having a stated amount of
$100,000.

In addition to the WITS, the Trust Agreement
authorizes the administrative trustees of the Trust to
issue the Trust Common Securities on behalf of the
Trust. We will own directly or indirectly all of the
Trust Common Securities. The Trust Common
Securities rank on a parity, and payments upon
redemption, liquidation or otherwise will be made on a
proportionate basis with the WITS except as set forth
below under ~ Ranking of Trust Common Securities.
The Trust Agreement does not permit the Trust to issue
any securities other than the Trust Common Securities
and the WITS or to incur any indebtedness.
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Under the Trust Agreement, the Property Trustee
on behalf of the Trust:

will own the Junior Subordinated Notes purchased
by the Trust for the benefit of the holders of the
Normal WITS, Capital WITS and Trust Common
Securities;

will enter into the Stock Purchase Contracts and
own the Preferred Stock purchased by the Trust
pursuant thereto for the benefit of the holders of
the Normal WITS, Stripped WITS and Trust
Common Securities;

will own the Qualifying Treasury Securities
delivered upon exchange of Normal WITS and
Qualifying Treasury Securities for Stripped WITS
and Capital WITS or purchased by the Collateral
Agent with the proceeds of maturing Qualifying
Treasury Securities for the benefit of the holders
of Stripped WITS;

will place in a deposit with Wachovia Bank, N.A.,
payable on the Stock Purchase Date and bearing
interest at % per annum, the cash proceeds
from the Remarketing of the Junior Subordinated
Notes on the Remarketing Settlement Date for the
benefit of the holders of Normal WITS; and

may own the subordinated notes, if any, we issue

to the Trust on the Stock Purchase Date in respect

of deferred interest on the Junior Subordinated

Notes and/or deferred Contract Payments on the

Stock Purchase Contracts, as the case may be.

The payment of distributions out of money held by
the Trust, and payments upon redemption of the WITS
or liquidation of the Trust, are guaranteed by us to the
extent described under Description of the
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Guarantee. The Guarantee, when taken together with
our obligations under the Stock Purchase Contracts, the
Junior Subordinated Notes and the Indenture and our
obligations under the Trust Agreement, including our
obligations to pay costs, expenses, debts and liabilities
of the Trust, other than with respect to the Trust
Common Securities and the WITS, has the effect of
providing a full and unconditional guarantee of
amounts due on the WITS. U.S. Bank National
Association, as the Guarantee Trustee, will hold the
Guarantee for the benefit of the holders of the WITS.
The Guarantee does not cover payment of distributions
when the Trust does not have sufficient available funds
to pay those distributions. In that case, except in the
limited circumstances in which the holder may take
direct action, the remedy of a holder of the WITS is to
vote to direct the Property Trustee to enforce the
Property Trustee s rights under the Junior Subordinated
Notes or the Stock Purchase Contracts, as the case may
be.

When we use the term  holder in this prospectus
with respect to a registered WITS, we mean the person
in whose name such WITS is registered in the security
register. The WITS will be held in book-entry form
only, as described under Book-Entry System, except in
the circumstances described in that section, and will be
held in the name of DTC or its nominee.

We will apply to list the Normal WITS on the
New York Stock Exchange under the symbol WBTP.
Unless and until Normal WITS are exchanged for
Stripped WITS and Capital WITS, the Stripped WITS
and the Capital WITS will not trade separately. If
Stripped WITS or Capital WITS (or after the
Remarketing Settlement Date, Junior Subordinated
Notes) are separately traded to a sufficient extent that
applicable exchange listing requirements are met, we
may list the Stripped WITS or Capital WITS (or after
the Remarketing Settlement Date, Junior Subordinated
Notes) on the same exchange as the Normal WITS are
then listed, including, if applicable, the New York
Stock Exchange, though we are under no obligation to
do so.

Normal WITS
The WITS sold in the offering are called the
% Fixed-to-Floating Rate Normal WITS, or
Normal WITS, and each represents a beneficial
interest in the Trust initially corresponding to the
following Trust assets:
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$1,000 principal amount of Junior Subordinated
Notes; and

a 1/100th interest in a Stock Purchase Contract

under which:
the Trust will agree to purchase from us, and we
will agree to sell to the Trust, on the Stock
Purchase Date, for $100,000 in cash, a share of
our Non-Cumulative Perpetual Class A
Preferred Stock, Series I, $100,000 Liquidation
Preference per share, or Preferred Stock ; and

we will pay Contract Payments to the Trust at
the rate of % per annum on the
liquidation amount of $100,000, subject to our
right to defer these payments.
We describe the Stock Purchase Contracts, the Trust s
obligation to purchase our Preferred Stock and the
Contract Payments in more detail under Description of
the Stock Purchase Contracts and we describe the
Junior Subordinated Notes and how and when they will
be remarketed in more detail under Description of the
Junior Subordinated Notes.

The stock purchase date under the Stock Purchase
Contracts, or Stock Purchase Date, is expected to be
March 15, 2011 (or, if such day is not a business day,
the next business day), but could (i) occur on an earlier
date in the circumstances described below under

Description of the Junior Subordinated Notes  Early
Settlement or (ii) be deferred for quarterly periods until
as late as March 15, 2012 (or, if such day is not a
business day, the next business day) if the first four
attempts to remarket the Junior Subordinated Notes are
not successful. Through the later of March 15, 2011
and the Stock Purchase Date or, if earlier, the
Remarketing Settlement Date, unless we otherwise
defer such payments, we will make interest payments
on the Junior Subordinated Notes at the annual rate of

% per annum, semi-annually in arrears on
each March 15 and September 15, calculated on the
basis of a 360-day year consisting of
43
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twelve 30-day months, and the Trust will pass through
such interest payments when received as distributions
on the Normal WITS. We will also make an interim
interest payment on the Stock Purchase Date if the
Junior Subordinated Notes have not been successfully
remarketed and such date is not otherwise an interest
payment date. After the later of March 15, 2011 and
the Stock Purchase Date or, if earlier, the Remarketing
Settlement Date, the Trust will not pass through
interest on the Junior Subordinated Notes to holders of
Normal WITS.

The purchase price of each Normal WITS will be
allocated between the interests in the corresponding
Stock Purchase Contract and the corresponding Junior
Subordinated Notes in proportion to their respective
fair market values at the time of issuance. We expect
that, at the time of issuance, the fair market value of
each Junior Subordinated Note will be $1,000 and the
fair market value of each Stock Purchase Contract will
be $0. This position generally will be binding on each
beneficial owner of each Normal WITS but not on the
Internal Revenue Service.

Any Junior Subordinated Notes beneficially
owned by the Trust corresponding to the Normal WITS
and their proceeds will be pledged to us under a
collateral agreement, or Collateral Agreement,
between us and JPMorgan Chase Bank, National
Association, or  JPMorgan Chase, acting as
collateral agent, or Collateral Agent, to secure the
Trust s obligation to purchase Preferred Stock under the
corresponding Stock Purchase Contract. JPMorgan
Chase will also act as registrar and transfer agent, or

Transfer Agent, for the WITS and as custodial
agent, or Custodial Agent, for other property of the
Trust. If JPMorgan Chase should resign or be removed
in any of these capacities, we or the Trust will
designate a successor and the terms Collateral Agent,
Transfer Agent and Custodial Agent as used in this
prospectus will refer to that successor.

A business day means any day other than a
Saturday, Sunday or any other day on which banking
institutions and trust companies in New York, New
York, Charlotte, North Carolina or Wilmington,
Delaware are permitted or required by any applicable
law to close.

Exchanging Normal WITS and Qualifying
Treasury Securities for Stripped WITS and Capital
WITS
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You will have the right prior to the Stock Purchase
Date or, if earlier, the successful Remarketing of the
Junior Subordinated Notes, to exchange Normal WITS
and Qualifying Treasury Securities for Stripped WITS
and Capital WITS by depositing with the Collateral
Agent $1,000 principal amount of Qualifying Treasury
Securities for each $1,000 liquidation amount of
Normal WITS to be exchanged, transferring your
Normal WITS to the Transfer Agent and delivering the
required notice, as described below under =~ Exchange
Procedures. Upon any such exchange, you will receive
$1,000 liquidation amount of Stripped WITS and
$1,000 liquidation amount of Capital WITS, and you
will be able to trade them separately, although they
will not be listed on any stock exchange unless we
decide to list them. You will be able to exercise this
right on any business day until the Stock Purchase
Date, other than on a day in March, June, September or
December that is on or after the first day of the month
through the 15th day of the month (or the next business
day if the 15th is not a business day) or from
3:00 P.M., New York City time, on the second
business day before any Remarketing Date and until
the business day after that Remarketing Date. You will
also not be able to exercise this right at any time after a
successful Remarketing. We refer to periods during
which exchanges are permitted as Exchange Periods.

Each Stripped WITS will be a beneficial interest
in the Trust corresponding to:

a 1/100th interest in a Stock Purchase
Contract; and

$1,000 principal amount of treasury securities that

were Qualifying Treasury Securities on the date

they were acquired by the Trust.
On each Additional Distribution Date (or as promptly
thereafter as the Collateral Agent and the paying agent
determine to be practicable), each holder of Stripped
WITS will also be entitled to receive Excess Proceeds
Distributions consisting of the excess of the principal
amount at maturity of the Qualifying Treasury
Securities over the cost of replacing them with new
Qualifying Treasury Securities.
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Each Capital WITS will be a beneficial interest
in the Trust corresponding to $1,000 principal amount
of Junior Subordinated Notes held by the Custodial
Agent on behalf of the Trust. The Trust will redeem
the Capital WITS promptly after the Remarketing
Settlement Date in exchange for Junior Subordinated
Notes having an aggregate principal amount equal to
the aggregate liquidation amount of Capital WITS so
redeemed.

Qualifying Treasury Securities. In order to
determine what U.S. Treasury security is the
Qualifying Treasury Security during any Exchange
Period, any administrative trustee shall, for each
March 15, June 15, September 15 and December 15,
commencing on March 15, 2006 and ending on the
Stock Purchase Date or the earlier termination of the
Stock Purchase Contracts, or if any such day is not a
business day, the immediately succeeding business
day, or Additional Distribution Date, identify:

the 13-week treasury bill that matures at least one
but not more than six business days prior to that
Additional Distribution Date, or

if no 13-week treasury bill that matures at least
one but not more than six business days prior to
that Additional Distribution Date is or is
scheduled to be outstanding on the immediately
preceding Additional Distribution Date, the
26-week treasury bill that matures at least one but
not more than six business days prior to that
Additional Distribution Date, or

if neither of such treasury bills is or is scheduled
to be outstanding on the immediately preceding
Additional Distribution Date, any other treasury
security (which may be a zero coupon treasury
security) that is outstanding on the immediately
preceding Additional Distribution Date, is highly
liquid and matures at least one business day prior
to such Additional Distribution Date; provided
that any treasury security identified pursuant to
this clause shall be selected in a manner intended
to minimize the cash value of the security
selected.
The administrative trustees shall use commercially
reasonable efforts to identify the security meeting the
foregoing criteria for each Additional Distribution Date
promptly after the Department of the Treasury makes
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the schedule for upcoming auctions of Treasury
securities publicly available and shall, to the extent that
a security previously identified with respect to any
Additional Distribution Date is no longer expected to
be outstanding on the immediately preceding
Additional Distribution Date, identify another security
meeting the foregoing criteria for such Additional
Distribution Date. The security most recently identified
by the administrative trustees with respect to any
Additional Distribution Date shall be the Qualifying
Treasury Security with respect to the period from and
including its date of issuance (or if later, the date of
maturity of the Qualifying Treasury Security with
respect to the immediately preceding Additional
Distribution Date) to but excluding its date of maturity,
and the administrative trustees identification of a
security as a Qualifying Treasury Security for such
period shall be final and binding for all purposes
absent manifest error. You will be able to obtain the
issue date, the maturity date and, when available, the
CUSIP number of the treasury bills or other treasury
securities that are Qualifying Treasury Securities for
the current and next Exchange Period from the
Collateral Agent by calling 1-800-275-2048. Since this
information is subject to change from time to time,
holders should confirm this information prior to
purchasing or delivering treasury securities in
connection with any exchange of Normal WITS and
Qualifying Treasury Securities for Stripped WITS and
Capital WITS.

Each Qualifying Treasury Security delivered to the
Collateral Agent in connection with any exchange of
Normal WITS and Qualifying Treasury Securities for
Stripped WITS and Capital WITS and each Qualifying
Treasury Security purchased by the Collateral Agent
with the proceeds of any maturing Qualifying Treasury
Security will be pledged to us through the Collateral
Agent to secure the Trust s obligation to purchase
Preferred Stock under the corresponding Stock
Purchase Contracts. In purchasing Qualifying Treasury
Securities, the Collateral Agent will solicit offers from
at least three U.S. government securities dealers, one
of which may be JPMorgan Chase or an affiliate of
JPMorgan Chase, and will accept the lowest offer so
long as at least two offers are available. The Collateral
Agent shall have no liability to the Trust, any trustee or
any holder of the WITS in connection with the
purchase of Qualifying Treasury Securities in the
absence of gross negligence or willful misconduct.
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Exchange Procedures. To exchange Normal
WITS and Qualifying Treasury Securities for Stripped
WITS and Capital WITS, for each Normal WITS you
must:

deposit with the Collateral Agent treasury
securities that are Qualifying Treasury Securities
on the date of deposit, in a principal amount of
$1,000, which you must purchase on the open
market at your expense unless you already own
them;

transfer the Normal WITS to the Transfer
Agent; and

deliver a notice to the Collateral Agent and the
Transfer Agent, in connection with the actions
specified above, stating that you are depositing
the appropriate Qualifying Treasury Securities
with the Collateral Agent, transferring the Normal
WITS to the Transfer Agent in connection with
the exchange of the Normal WITS and Qualifying
Treasury Securities for Stripped WITS and
Capital WITS and requesting the delivery to you
of Stripped WITS and Capital WITS.

Upon the deposit, transfer and receipt of notice,
the Collateral Agent will release the Junior
Subordinated Notes corresponding to the exchanged
Normal WITS from the pledge under the Collateral
Agreement, free and clear of our security interest, and
continue to hold them as Custodial Agent for the Trust
in connection with the Capital WITS to be delivered to
you. The Transfer Agent will cancel the exchanged
Normal WITS and then deliver the Stripped WITS and
Capital WITS to you.

Exchanging Stripped WITS and Capital WITS for
Normal WITS and Qualifying Treasury Securities

If you hold Stripped WITS and Capital WITS you
will have the right, at any time during an Exchange
Period, to exchange them for Normal WITS and
Qualifying Treasury Securities by transferring your
Stripped WITS and Capital WITS to the Transfer
Agent and delivering the notice specified below. The
Collateral Agent will substitute a principal amount of
Junior Subordinated Notes equal to the liquidation
amount of the Stripped WITS so exchanged for the
same principal amount of Qualifying Treasury
Securities pledged to secure the Trust s obligations
under the Stock Purchase Contracts and deliver these
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Qualifying Treasury Securities to you, unencumbered
by the security interest created under the Collateral
Agreement, after which you will own the Qualifying
Treasury Securities separately from the Normal WITS.

To exchange Stripped WITS and Capital WITS for
Normal WITS and Qualifying Treasury Securities, you
must transfer to the Transfer Agent Stripped WITS and
Capital WITS having the same liquidation amount,
accompanied by a notice to the Transfer Agent, which
you must also deliver to the Collateral Agent, stating
that you are transferring the Stripped WITS and
Capital WITS in connection with the exchange of
Stripped WITS and Capital WITS for Normal WITS
and Qualifying Treasury Securities, requesting the
release to you of pledged Qualifying Treasury
Securities having a principal amount equal to the
liquidation amount of Stripped WITS and Capital
WITS so exchanged and requesting the delivery to you
of Normal WITS. You must purchase the Stripped
WITS or the Capital WITS at your expense unless you
otherwise own them.

Upon the transfer of Stripped WITS and Capital
WITS together with the notice and request, the
Collateral Agent will release the corresponding
Qualifying Treasury Securities from the pledge under
the Collateral Agreement, free and clear of our security
interest, and deliver them to you. The Transfer Agent
will then cancel the exchanged Stripped WITS and
Capital WITS and deliver the Normal WITS to you.

The Junior Subordinated Notes corresponding to
the Capital WITS you delivered will be pledged to us
through the Collateral Agent to secure the Trust s
obligation to purchase Preferred Stock under the Stock
Purchase Contracts related to the Normal WITS.

If you elect to exchange Normal WITS and
Qualifying Treasury Securities for Stripped WITS and
Capital WITS, or vice versa, you will be responsible
for any fees or expenses payable in connection with the
exchange.
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Current Payments

The Trust must make distributions on each class of
WITS on the relevant Distribution Dates to the extent
that it has funds available therefor. The Trust s funds
available for distribution to you as a holder of any class
of WITS will be limited to payments received from us
on the assets held by the Trust corresponding to that
class. We will guarantee the payment of distributions
on the WITS out of moneys held by the Trust to the
extent of available Trust funds, as described under

Description of the Guarantee. Our obligation to pay

Contract Payments will be subordinate and junior in
right of payment to all our senior and subordinated
indebtedness, to the same extent as our obligations
under our Junior Subordinated Notes, as described
under Description of the Junior Subordinated Notes.
Our obligations under the Junior Subordinated Notes
are similarly subordinate and junior in right of payment
to all our senior and subordinated indebtedness.

The distribution dates for Normal WITS and
Stripped WITS, which we call Regular Distribution
Dates, are:

each March 15 and September 15 occurring prior
to and including the later of March 15, 2011 and
the Stock Purchase Date, commencing March 15,
2006 (or, in the case of Stripped WITS, the first
such date on which Stripped WITS are
outstanding);

after the later of March 15, 2011 and the Stock
Purchase Date, each March 15, June 15,
September 15 and December 15, or if any such
date is not a business day, the next business
day; and

the Stock Purchase Date if not otherwise a
Regular Distribution Date;
provided that the last Regular Distribution Date for the
Stripped WITS shall be the Stock Purchase Date.
The distribution dates for Capital WITS, which we
call Capital WITS Distribution Dates, are:
each March 15 and September 15, commencing
with the first such date on which Capital WITS
are outstanding and continuing through and
including the last such date to occur prior to the
Remarketing Date for a successful Remarketing
(or, if any such day is not a business day, the next
succeeding business day); and
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thereafter for so long as Capital WITS remain
outstanding each day that is an interest payment
date for the Junior Subordinated Notes.

Also, prior to the Stock Purchase Date, the Trust
will make additional distributions on the Stripped
WITS relating to the Qualifying Treasury Securities
quarterly on each March 15, June 15, September 15
and December 15, or if any such date is not a business
day, the next business day, or Additional Distribution
Date, or as promptly thereafter as the Collateral Agent
and the paying agent determine to be practicable,
commencing with the first such day after Stripped
WITS are outstanding.

We use the term  Distribution Date to mean a
Regular Distribution Date, a Capital WITS
Distribution Date or an Additional Distribution Date. A

Distribution Period is (i) with respect to Normal
WITS, Stripped WITS and Trust Common Securities,
each period of time beginning on a Regular
Distribution Date (or the date of original issuance in
the case of the Distribution Period ending in March
2006) and continuing to but not including the next
succeeding Regular Distribution Date for such class;
and (ii) with respect to Capital WITS, each period of
time beginning on a Capital WITS Distribution Date
(or the date of original issuance of the WITS in the
case of the Distribution Period ending in March 2006)
and continuing to but not including the next succeeding
Capital WITS Distribution Date. When a Distribution
Date is not a business day, the Trust will make the
distribution on the next business day without interest.
The term distribution includes any interest payable
on unpaid distributions unless otherwise stated.

Distributions made for periods prior to the later of
March 15, 2011 and the Stock Purchase Date will be
calculated on the basis of a 360-day year consisting of
twelve 30-day months, and distributions for
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periods beginning on or after such date will be
calculated on the basis of a 360-day year and the
number of days actually elapsed.

Distributions on the WITS will be payable to
holders as they appear in the security register of the
Trust on the relevant record dates. The record dates
will be the last day of the month immediately
preceding the month in which the Distribution Date
falls. Distributions will be paid through the Property
Trustee or paying agent, who will hold amounts
received in respect of the Junior Subordinated Notes,
the Stock Purchase Contracts and the Preferred Stock
for the benefit of the holders of the WITS. Subject to
any applicable laws and regulations and the provisions
of the Trust Agreement, each distribution will be made
as described in the section entitled Book-Entry System.

Normal WITS. Subject to the deferral provisions
described below, through the later of March 15, 2011
and the Stock Purchase Date holders of Normal WITS
will be entitled to receive cash distributions
semi-annually on each Regular Distribution Date at the
rate of % per annum of the liquidation
amount, corresponding to (i) interest on the Junior
Subordinated Notes accruing for each Distribution
Period ending prior to that date at the rate of

% per annum and Contract Payments accruing
for each Distribution Period ending prior to that date at
the rate of 9 per annum on the liquidation
amount of $1,000 per Normal WITS or (ii) if the Stock
Purchase Date occurs prior to March 15, 2011,
dividends on the Preferred Stock accruing for each
Distribution Period ending prior to that date.

Subject to the deferral provisions described below,
holders of Normal WITS will also receive on the Stock
Purchase Date, without duplication of the above
payments, an amount equal to accrued and unpaid
Contract Payments and interest on the Junior
Subordinated Notes, whether or not the Junior
Subordinated Notes have been successfully
remarketed. A portion of the net proceeds of any
successful Remarketing will be placed in the
interest-bearing deposit with Wachovia Bank, N.A. in
an amount equal to the amount of interest that would
have been payable to the Trust on the Junior
Subordinated Notes had they not been sold in the
Remarketing and the interest rate not been reset.
Holders of Normal WITS making the election
described under Remarketing of the Junior
Subordinated Notes Normal WITS will not be entitled
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to this additional cash payment due to other holders of
Normal WITS if the Remarketing is successful since
their Normal WITS will automatically become
Stripped WITS and Capital WITS on the Remarketing
Settlement Date. In the case of a Failed Remarketing,
the Stock Purchase Date will be an interest payment
date on the Junior Subordinated Notes.

After the Stock Purchase Date, holders of Normal
WITS will be entitled to receive distributions
corresponding to dividends on the Preferred Stock held
by the Trust. These non-cumulative cash dividends will
be payable if, as and when declared by our board of
directors, on the Dividend Payment Dates, which are:

if the Preferred Stock is issued prior to March 15,
2011, semi-annually in arrears on each March 15
and September 15 through March 15, 2011; and

from and including the later of March 15, 2011
and the date of issuance, quarterly in arrears on
each March 15, June 15, September 15 and
December 15 (or, if such day is not a business
day, the next business day).
For any Dividend Period ending prior to March 15,
2011 dividends will accrue at a rate per annum equal to
%, which is the same rate as the combined rate
at which Contract Payments and interest on the Junior
Subordinated Notes would have accrued, and for any
Dividend Period ending after March 15, 2011,
dividends will accrue at a rate per annum equal to the
greater of (x) Three-Month LIBOR for the related
Dividend Period plus % and (y) %.

For more information about dividends on the
Preferred Stock, see Description of the Preferred
Stock Dividends.

Stripped WITS. Subject to the deferral provisions
described below, holders of Stripped WITS will be
entitled to receive cash distributions on each Regular
Distribution Date corresponding to Contract Payments
payable by us through the Stock Purchase Date, at the
rate of % per annum on the
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liquidation amount of $1,000 per Stripped WITS,
accruing for each Stripped WITS from the Regular
Distribution Date immediately preceding its issuance.
Not later than each Additional Distribution Date on
which any Stripped WITS are outstanding, the
Collateral Agent will reinvest the proceeds of maturing
Qualifying Treasury Securities on behalf of the Trust
in securities that are Qualifying Treasury Securities as
of such date, in each case having the same principal
amount at maturity as the maturing Qualifying
Treasury Securities. The Collateral Agent will invest
the excess of the proceeds over the cost of the
replacement securities in cash equivalents, and deliver
to the Trust for distribution to the holders of Stripped
WITS, on each Additional Distribution Date (or as
promptly thereafter as the Collateral Agent and the
paying agent determine to be practicable), an amount,
or Excess Proceeds Distribution, equal to the excess
of $1,000 per Stripped WITS over the cost of such
replacement Qualifying Treasury Securities plus any
interest earned on those cash equivalents from the
maturity date until the Additional Distribution Date.
Since the principal amount of the Qualifying Treasury
Securities will be used to pay the purchase price under
the Stock Purchase Contracts on the Stock Purchase
Date, the Excess Proceeds Distribution on the Stock
Purchase Date will consist only of interest earned from
the maturity date of the Qualifying Treasury Securities
through the Stock Purchase Date, if any.

For as long as they hold the Capital WITS, the
holders of the Stripped WITS will continue to receive
the scheduled distributions on the Capital WITS that
were delivered to them when the Stripped WITS were
created, subject to our right to defer interest payments
on the Junior Subordinated Notes. Each Stripped WITS
will automatically, without any action by holders being
necessary, be and become a Normal WITS on the
business day following the Stock Purchase Date and be
entitled to receive the same current payments as each
Normal WITS after the Stock Purchase Date; provided
that if after a Failed Remarketing we have issued
subordinated notes to the Trust in respect of deferred
interest on the Junior Subordinated Notes, the Stripped
WITS will only be and become Normal WITS on the
business day after such subordinated notes have been
paid in full. In this case, the Stripped WITS will not
become Normal WITS until we have paid all amounts
due on these additional notes, and until then the
holders of Stripped WITS will be entitled to receive on
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each Regular Distribution Date non-cumulative
distributions corresponding to the dividends on the
Preferred Stock.

Capital WITS. Subject to the deferral provisions
described below, holders of Capital WITS will be
entitled to receive cumulative cash distributions
semi-annually on each March 15 and September 15
corresponding to interest on the Junior Subordinated
Notes accruing for each Distribution Period ending on
such date at the rate of % per annum on the
liquidation amount of $1,000 per Capital WITS. If the
Stock Purchase Date occurs on a date that is not a
semi-annual distribution date and the Junior
Subordinated Notes have not been successfully
remarketed, that date will also be an interest payment
date on the Junior Subordinated Notes and,
accordingly, subject to the deferral provisions
described below, holders of Capital WITS will receive
a distribution on that date corresponding to interest on
the Junior Subordinated Notes.

The distributions paid on any Capital WITS
Distribution Date will include any additional amounts
or deferred interest amounts received by the Trust on
the Junior Subordinated Notes that are corresponding
assets for the Capital WITS, as well as payments of
interest on and principal of any subordinated notes we
issue to the Trust on the Stock Purchase Date in respect
of deferred interest on the Junior Subordinated Notes,
if any.

Upon a successful Remarketing, we may elect to
change the rate of interest on the Junior Subordinated
Notes from and after the Remarketing Settlement Date,
as described below under Description of the Junior
Subordinated Notes Remarketing. Accordingly,
distributions will accrue on the Capital WITS that are
not disposed of in connection with the Remarketing
from and including the Remarketing Settlement Date
to but excluding the date on which they are redeemed
in exchanged for Junior Subordinated Notes at the rate
established in the Remarketing.

Deferral of Contract Payments and Interest
Payments. We may at our option, and will if so
directed by the Federal Reserve, defer the Contract
Payments until no later than the Stock Purchase Date
as described under Description of the Stock Purchase
Contracts  Option to Defer Contract Payments.
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As a consequence, the Trust will defer corresponding
distributions on the Normal WITS and the Stripped
WITS during the deferral period. Deferred Contract
Payments will accrue interest until paid, compounded
on each Regular Distribution Date, at the interest rate
per annum originally applicable to the Junior
Subordinated Notes. If we elect to defer the payment of
Contract Payments until the Stock Purchase Date, then
we will pay the Trust the deferred Contract Payments
in subordinated notes that have a principal amount
equal to the aggregate amount of deferred Contract
Payments as of the Stock Purchase Date, mature on
March 15, 2014, bear interest at the rate per annum
originally applicable to the Junior Subordinated Notes,
are subordinate and rank junior in right of payment to
all of our senior debt on the same basis as the Contract
Payments and are redeemable by us at any time prior to
their stated maturity.

Also, we may at our option, and will if so directed
by the Federal Reserve, defer cash payments of interest
on the Junior Subordinated Notes that are owned by
the Trust for up to 14 consecutive interest payment
dates (i.e., seven years), or the equivalent thereof if
interest payments on the Junior Subordinated Notes are
not then semi-annual, in which case the deferred
amounts will accrue additional interest at the
applicable rate then borne by the Junior Subordinated
Notes. As a consequence, the Trust will defer
corresponding distributions on the Normal WITS (prior
to the Stock Purchase Date, or if earlier, the
Remarketing Settlement Date) and on the Capital
WITS during the deferral period. Deferred
distributions to which you are entitled will accrue
interest, from the relevant Distribution Date during any
deferral period, at the rate originally applicable to the
Junior Subordinated Notes compounded on each
interest payment date with respect to the Junior
Subordinated Notes, to the extent permitted by
applicable law. Subject to certain exceptions in the
Indenture under which we are issuing the Junior
Subordinated Notes, as described under Description of
the Junior Subordinated Notes ~ Alternative Payment
Mechanism, we covenant that, if we defer interest on
any interest payment date on or prior to the Stock
Purchase Date:

we will pay that deferred interest only out of the

net proceeds of shares of common stock or
non-cumulative perpetual preferred stock received
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by us during the 180 days prior to the date of
payment of such deferred interest; and

we shall use our Commercially Reasonable
Efforts to sell shares of our common stock or
non-cumulative perpetual preferred stock not later
than the termination of the deferral period that
will generate net proceeds in an amount sufficient
to pay such deferred amounts and shall apply the
proceeds of such sale to such deferred amounts.
During any period that we are deferring Contract
Payments or interest on the Junior Subordinated Notes
(and, accordingly, the Trust is deferring distributions
on the WITS) or have issued but not yet repaid in full
subordinated notes in respect of deferred interest or
deferred Contract Payments, we will be restricted,
subject to certain exceptions, from making certain
payments, including declaring or paying any dividends
or making any distributions on, or redeeming,
purchasing, acquiring or making a liquidation payment
with respect to, shares of our capital stock as described
under Description of the Junior Subordinated Notes
Restrictions on Certain Payments, Including on
Deferral of Interest. If we have elected to defer interest
on the Junior Subordinated Notes and there is a Failed
Remarketing, then we will pay the Trust the deferred
interest in subordinated notes that have a principal
amount equal to the aggregate amount of deferred
interest as of the Stock Purchase Date, mature on
March 15, 2014, bear interest at the rate per annum
originally applicable to the Junior Subordinated Notes,
are subordinate and rank junior in right of payment to
all of our senior debt on the same basis as the Contract
Payments and are redeemable by us at any time prior to
their stated maturity. If we issue any subordinated
notes in respect of deferred interest on the Junior
Subordinated Notes, the foregoing covenant will also
apply to the payment of interest on and principal of
these notes except that the reference to termination of
the deferral period shall instead be to the maturity date
of the notes.
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Agreed Tax Treatment of the WITS

As a beneficial owner of WITS, by acceptance of
the beneficial interest therein, you will be deemed to
have agreed, for all U.S. federal income tax purposes:

to treat yourself as the owner of:
for each Normal WITS or Stripped WITS, a
1/100th interest in a Stock Purchase Contract;

for each Normal WITS or Capital WITS,
$1,000 principal amount of Junior Subordinated
Notes;

for each Stripped WITS, $1,000 principal
amount of Qualifying Treasury Securities;

for each Normal WITS participating in the
Remarketing, its pro rata portion of the
interest-bearing deposit with Wachovia Bank,
N.A,;
to treat the Trust as one or more grantor trusts
and/or agency arrangements;

to treat the fair market value of the $1,000
principal amount of Junior Subordinated Notes
corresponding to one Normal WITS as $1,000 and
the fair market value of a 1/100th fractional
interest in a Stock Purchase Contract
corresponding to one Normal WITS as $0 at the
time of initial purchase;

to treat the Junior Subordinated Notes as our
indebtedness; and

to treat stated interest on the Junior Subordinated
Notes as ordinary interest income that is
includible in your gross income at the time the
interest is paid or accrued in accordance with your
regular method of tax accounting, and otherwise
to treat the Junior Subordinated Notes as
described in Certain U.S. Federal Income Tax
Consequences Treatment of the Junior
Subordinated Notes.
Remarketing of the Junior Subordinated Notes
The Trust will attempt to remarket the Junior
Subordinated Notes in order to fund the purchase of
the Preferred Stock on the Stock Purchase Date under
the Stock Purchase Contracts in a process we call
Remarketing. 1If a Remarketing is successful, the
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interest rate on and certain other terms of the Junior
Subordinated Notes may be changed, as a result of

which the distribution rate, distribution dates and other

terms of the Capital WITS may also change. We

describe the timing of the Remarketing and how the
Remarketing will be conducted under Description of

the Junior Subordinated Notes Remarketing and  Early
Remarketing. In this section we describe choices that

you may make in connection with Remarketings as a

holder of Normal WITS or Capital WITS.

Normal WITS. If you hold Normal WITS, you
may decide that, in the event a Remarketing is
successful, you would prefer to exchange your Normal
WITS for Stripped WITS and Capital WITS instead of
continuing to hold your Normal WITS. You may make
a contingent exchange election by transferring your
Normal WITS to the Transfer Agent and the notice of
contingent exchange election in the form set forth on
the reverse side of the Normal WITS certificate
executed and completed as indicated during the period
that commences on the tenth business day immediately
preceding any Remarketing Date and ending at
3:00 p.m., New York City time, on the second business
day before that Remarketing Date and depositing
Qualifying Treasury Securities having a principal
amount equal to the liquidation amount of your Normal
WITS on the date of deposit with the Collateral Agent
on or prior to 3:00 p.m., New York City time, on the
second business day before that Remarketing Date.

If the Junior Subordinated Notes are successfully
remarketed on that Remarketing Date and you have
made an effective election, your Normal WITS will be
cancelled and you will receive Stripped WITS and
Capital WITS having the same liquidation amount on
or promptly after the Remarketing Settlement Date. As
with any other exchange of Normal WITS and
Qualifying Treasury Securities for Stripped WITS and
Capital WITS, you will be able to trade the Stripped
WITS and Capital WITS separately. As a result of the
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successful Remarketing, the Stock Purchase Date will
occur on the March 15, June 15, September 15 or
December 15 next following the Remarketing
Settlement Date, or if such date is not a business day,
the next business day, and on the business day
following the Stock Purchase Date each Stripped
WITS will automatically be and become a Normal
WITS, corresponding to 1/100th of a share of Preferred
Stock held by the Trust. Each Capital WITS you
receive will correspond to $1,000 principal amount of
Junior Subordinated Notes beneficially owned by the
Trust and the Trust will redeem the Capital WITS
promptly after the Remarketing Settlement Date in
exchange for the corresponding Junior Subordinated
Notes.

If you have given notice of a contingent exchange
election but fail to deliver the Qualifying Treasury
Securities to the Collateral Agent by 3:00 p.m., New
York City time, on the second business day before the
applicable Remarketing Date, the notice will be void
and your Normal WITS will be returned to you
promptly after the Remarketing Date.

If you have given notice of a contingent exchange
election and delivered the Qualifying Treasury
Securities but the Remarketing is unsuccessful, your
Qualifying Treasury Securities will be promptly
returned to you by the Collateral Agent and your
Normal WITS certificates will be promptly returned to
you by the Transfer Agent.

Capital WITS. If you hold Capital WITS, you may
decide that, in the event a Remarketing is successful,
you would prefer to dispose of your Capital WITS and
receive the net cash proceeds of the Remarketing of the
Junior Subordinated Notes. You may make a
contingent disposition election by transferring your
Capital WITS to the Transfer Agent and the notice of
contingent disposition election in the form set forth on
the reverse side of the Capital WITS certificate
executed and completed as indicated during the period
that commences on the tenth business day immediately
preceding a Remarketing Date and ending at 3:00 p.m.,
New York City time, on the second business day
immediately preceding any Remarketing Date. If the
Junior Subordinated Notes are successfully remarketed
on that Remarketing Date and you have made an
effective election, on or promptly after the
Remarketing Settlement Date, your Capital WITS will
be cancelled and you will receive an amount in cash
equal to the net proceeds of the sale of $1,000 principal
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amount of Junior Subordinated Notes in the
Remarketing for each $1,000 liquidation amount of
Capital WITS with respect to which you made your
election.

If you have given notice of a contingent
disposition election but the Remarketing is
unsuccessful, your Capital WITS will remain
outstanding and the certificates will be promptly
returned to you by the Transfer Agent.

Stripped WITS. The timing and success or failure
of any Remarketing affects the timing of the Stock
Purchase Date, and thus the date upon which holders of
Stripped WITS cease to receive distributions
corresponding to Contract Payments and Additional
Distributions and begin to receive distributions
corresponding to the non-cumulative dividends on the
Preferred Stock. Unless there has been a Failed
Remarketing and we have issued subordinated notes in
respect of deferred interest on the Junior Subordinated
Notes, each Stripped WITS automatically, without any
action by holders being necessary, will be and become
a Normal WITS on the business day after the Stock
Purchase Date. Otherwise, each Stripped WITS
automatically, without any action by holders being
necessary, will be and become a Normal WITS on the
business day after we have paid all amounts due on the
subordinated notes issued in respect of deferred
interest.

Mandatory Redemption of Normal WITS upon
Redemption of Preferred Stock

The Normal WITS have no stated maturity but
must be redeemed on the date we redeem the Preferred
Stock, and the Property Trustee or paying agent will
apply the proceeds from such repayment or redemption
to redeem a like amount, as defined below, of the
Normal WITS. The Preferred Stock is perpetual but we
may redeem it at any time on or after the later of
March 15, 2011 and the Stock Purchase Date, subject
to certain limitations. See Description of the Preferred
Stock Redemption and Description of the Preferred
Stock Redemption or Repurchase Subject to
Restrictions. The redemption price per Normal WITS
will equal the liquidation amount per Normal WITS
plus accumulated and unpaid distributions to but
excluding the redemption date.
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If less than all of the shares of Preferred Stock
held by the Trust are to be redeemed on a redemption
date, then the proceeds from such redemption will be
allocated pro rata to the redemption of the Normal
WITS and the Trust Common Securities, except as set
forth below under ~ Ranking of Trust Common
Securities.

The term  like amount as used above means
Normal WITS having a liquidation amount equal to
that portion of the liquidation amount of the Preferred
Stock to be contemporaneously redeemed, the
proceeds of which will be used to pay the redemption
price of such Normal WITS.

Mandatory Redemption of Capital WITS upon
Maturity of the Junior Subordinated Notes

The Capital WITS have no stated maturity but
must be redeemed, if they remain outstanding, in cash
upon the date the Junior Subordinated Notes mature or
are redeemed. On each date the Capital WITS must be
redeemed, or Capital WITS Mandatory
Redemption Date, the Property Trustee or paying agent
will apply the proceeds from the repayment or
redemption of Junior Subordinated Notes to redeem a
like amount, as defined below, of the Capital WITS.
The initial stated maturity of the Junior Subordinated
Notes is March 15, 2042 and the Junior Subordinated
Notes are redeemable at our option at any time on or
after March 15, 2015, but we may move up the stated
maturity of the Junior Subordinated Notes and,
accordingly, the Capital WITS Mandatory
Redemption Date, to any date on or after the Stock
Purchase Date in the event of a Failed Remarketing;
provided that if we are deferring interest on the Junior
Subordinated Notes at the time of the Failed
Remarketing, any new stated maturity date and Capital
WITS Mandatory Redemption Date may not be earlier
than seven years after commencement of the deferral
period. The redemption price per Capital WITS will
equal the liquidation amount per Capital WITS plus
accumulated and unpaid distributions to but excluding
the redemption date. Changes we may make to the
stated maturity or early redemption provisions of the
Junior Subordinated Notes in connection with a
successful Remarketing will not affect the redemption
of the Capital WITS since the Trust will redeem them
for Junior Subordinated Notes upon a successful
Remarketing.

The term  like amount as used above means
Capital WITS having a liquidation amount equal to
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that portion of the principal amount of Junior
Subordinated Notes to be contemporaneously
redeemed in accordance with the Indenture, the
proceeds of which will be used to pay the redemption
price of such Capital WITS.

Redemption of Capital WITS for Junior
Subordinated Notes in Connection with
Remarketing

If the Junior Subordinated Notes are successfully
remarketed, the Trust must redeem in kind the Capital
WITS in whole but not in part in exchange for a
principal amount of Junior Subordinated Notes equal
to the liquidation amount of each Capital WITS so
redeemed promptly after the Remarketing Settlement
Date. On the redemption date, the Capital WITS will
be cancelled and you will receive Junior Subordinated
Notes.

If a Failed Remarketing occurs but on the Stock
Purchase Date there is no deferred interest amount
outstanding on the Junior Subordinated Notes, then
promptly after the Stock Purchase Date the Trust must
redeem the Capital WITS, in whole but not in part, in
kind in exchange for a like amount of Junior
Subordinated Notes. If a Failed Remarketing occurs
and there is a deferred interest amount outstanding on
the Stock Purchase Date, or if the Stock Purchase
Contracts are terminated before the Stock Purchase
Date, then we may instruct the Trust at any time
thereafter when there is no deferred interest amount
outstanding to redeem the Capital WITS, in whole but
not in part, in kind in exchange for a like amount of
Junior Subordinated Notes.

Redemption Procedures

Notice of any redemption will be mailed at least
30 days (or at least 20 days for a redemption in kind
after a successful Remarketing) but not more than
60 days before the redemption date to the registered
address of each holder of WITS to be redeemed.
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If (i) the Trust gives an irrevocable notice of
redemption of any class of WITS for cash and (ii) we
have paid to the Property Trustee a sufficient amount
of cash in connection with the related redemption or
maturity of the Junior Subordinated Notes or Preferred
Stock, then on the redemption date, the Property
Trustee will irrevocably deposit with DTC funds
sufficient to pay the redemption price for the class of
WITS being redeemed. See Book-Entry System. The
Trust will also give DTC irrevocable instructions and
authority to pay the redemption amount in immediately
available funds to the beneficial owners of the global
securities representing WITS or, in the case of a
redemption of Capital WITS in exchange for Junior
Subordinated Notes after the Remarketing Settlement
Date, to credit Junior Subordinated Notes having a
principal amount equal to the liquidation amount of the
Capital WITS to the beneficial owners of the global
securities representing the Capital WITS. Distributions
to be paid on or before the redemption date for any
WITS called for redemption will be payable to the
holders as of the record dates for the related dates of
distribution. If the WITS called for redemption are no
longer in book-entry form, the Property Trustee, to the
extent funds are available, will irrevocably deposit
with the paying agent for the WITS funds sufficient to
pay the applicable redemption price and will give such
paying agent irrevocable instructions and authority to
pay the redemption price to the holders thereof upon
surrender of their certificates evidencing the WITS.

If notice of redemption shall have been given and
funds deposited as required, then upon the date of such
deposit:

all rights of the holders of such WITS called for
redemption will cease, except the right of the
holders of such WITS to receive the redemption
price and any distribution payable in respect of
the WITS on or prior to the redemption date, but
without interest on such redemption price, or in
the case of a redemption of Capital WITS in
exchange for Junior Subordinated Notes after the
Remarketing Settlement Date, the right to receive
the Junior Subordinated Notes; and

the WITS called for redemption will cease to be

outstanding.

If any redemption date is not a business day, then
the redemption amount will be payable on the next

63



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

business day (and without any interest or other
payment in respect of any such delay). However, if
payment on the next business day causes payment of
the redemption amount to be in the next calendar
month, then payment will be on the preceding business
day.

If payment of the redemption amount for any
Junior Subordinated Notes or shares of Preferred Stock
called for redemption is improperly withheld or
refused and accordingly the redemption amount of the
relevant class of WITS is not paid either by the Trust
or by us under the Guarantee, then interest on the
Junior Subordinated Notes, or dividends on the
Preferred Stock, as the case may be, will continue to
accrue and distributions on such class of WITS called
for redemption will continue to accumulate at the
applicable rate then borne by such WITS from the
original redemption date scheduled to the actual date of
payment. In this case, the actual payment date will be
considered the redemption date for purposes of
calculating the redemption amount.

Redemptions of the WITS may require prior
approval of the Federal Reserve.

If less than all of the outstanding shares of
Preferred Stock are to be redeemed on a redemption
date, then the aggregate liquidation amount of Normal
WITS and Trust Common Securities to be redeemed
shall be allocated pro rata to the Normal WITS and
Trust Common Securities based upon the relative
liquidation amounts of such classes, except as set forth
below under ~ Ranking of Trust Common Securities.
The Property Trustee will select the particular Normal
WITS to be redeemed on a pro rata basis not more
than 60 days before the redemption date from the
outstanding Normal WITS not previously called for
redemption by any method the Property Trustee deems
fair and appropriate, or, if the Normal WITS are in
book-entry only form, in accordance with the
procedures of DTC. The Property Trustee shall
promptly notify the Transfer Agent in writing of the
Normal WITS selected for redemption and, in the case
of any Normal WITS selected for redemption in part,
the liquidation amount to be redeemed.
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If less than all of the outstanding Capital WITS are
to be redeemed on a redemption date, then the Property
Trustee will select the particular Capital WITS to be
redeemed on a pro rata basis based upon their
respective liquidation amounts not more than 60 days
before the redemption date from the outstanding
Capital WITS not previously called for redemption by
any method the Property Trustee deems fair and
appropriate, or, if the Capital WITS are in book-entry
only form, in accordance with the procedures of DTC.
The Property Trustee shall promptly notify the
Transfer Agent in writing of the Capital WITS selected
for redemption and, in the case of any Capital WITS
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 WITS shall relate, in the case of
any WITS redeemed or to be redeemed only in part, to
the portion of the aggregate liquidation amount of
WITS that has been or is to be redeemed. If less than
all of the Normal WITS or Capital WITS are
redeemed, the Normal WITS or Capital WITS held
through the facilities of DTC will be redeemed pro
rata in accordance with DTC s internal procedures. See

Book-Entry System.

Subject to applicable law, including, without
limitation, U.S. federal securities laws and the
Declaration, we or our affiliates may at any time and
from time to time purchase outstanding WITS of any
class by tender, in the open market or by private
agreement.

Liquidation Distribution upon Dissolution

Pursuant to the Trust Agreement, the Trust shall

dissolve on the first to occur of:

certain events of bankruptcy, dissolution or
liquidation of Wachovia;

redemption of all of the WITS as described
above; and

the entry of an order for the dissolution of the
Trust by a court of competent jurisdiction.

Except as set forth in the next paragraph, if an
early dissolution occurs as a result of certain events of
bankruptcy, dissolution or liquidation of Wachovia, the
Property Trustee and the administrative trustees will
liquidate the Trust as expeditiously as they determine
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possible by distributing, after satisfaction of liabilities
to creditors of the Trust as provided by applicable law,
to each holder of WITS of each class a like amount of
corresponding assets as of the date of such distribution.
Except as set forth in the next paragraph, if an early
dissolution occurs as a result of the entry of an order
for the dissolution of the Trust by a court of competent
jurisdiction, unless otherwise required by applicable
law the Trust will not be liquidated until after the Stock
Purchase Date but, commencing promptly thereafter,
the Property Trustee will liquidate the Trust as
expeditiously as it determines to be possible by
distributing, after satisfaction of liabilities to creditors
of the Trust as provided by applicable law, to each
holder of WITS of each class a like amount of
corresponding assets as of the date of such distribution.
The Property Trustee shall give notice of liquidation to
each holder of WITS at least 30 days and not more
than 60 days before the date of liquidation.

If, whether because of an order for dissolution
entered by a court of competent jurisdiction or
otherwise, the Property Trustee determines that
distribution of the corresponding assets in the manner
provided above is not practical, or if the early
dissolution occurs as a result of the redemption of all
the WITS, the Property Trustee shall liquidate the
property of the Trust and wind up its affairs in such
manner as it determines. In that case, upon the
winding-up of the Trust, except with respect to an early
dissolution that occurs as a result of the redemption of
all the WITS, the holders will be entitled to receive out
of the assets of the Trust available for distribution to
holders and after satisfaction of liabilities to creditors
of the Trust as provided by applicable law, an amount
equal to the aggregate liquidation amount per Trust
security plus accrued and unpaid distributions to the
date of payment. If, upon any such winding-up, the
Trust has insufficient assets available to pay in full
such aggregate liquidation distribution, then the
amounts payable directly by the Trust on its Trust
securities shall be paid on a pro rata basis, except as
set forth above under ~ Ranking of Trust Common
Securities.
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The term like amount as used above means:

with respect to a distribution of Junior
Subordinated Notes to holders of any Normal
WITS, Capital WITS or Trust Common Securities
in connection with a dissolution or liquidation of
the Trust or a redemption in kind of Capital
WITS, Junior Subordinated Notes having a
principal amount equal to the liquidation amount
of the WITS or Trust Common Securities of the
holder to whom such Junior Subordinated Notes
would be distributed; and

with respect to a distribution of Preferred Stock to

holders of Normal WITS in connection with a

dissolution or liquidation of the Trust therefor,

Preferred Stock having a Liquidation Preference

equal to the liquidation amount of the Normal

WITS of the holder to whom such Preferred Stock

would be distributed.
Distribution of Trust Assets

Upon liquidation of the Trust other than as a result
of an early dissolution upon the redemption of all the
WITS and after satisfaction of the liabilities of
creditors of the Trust as provided by applicable law,
the assets of the Trust will be distributed to the holders
of such Trust securities in exchange therefor.

After the liquidation date fixed for any distribution
of assets of the Trust:

the WITS will no longer be deemed to be

outstanding;

if the assets to be distributed are Junior
Subordinated Notes or shares of Preferred Stock,
DTC or its nominee, as the record holder of the
WITS, will receive a registered global certificate
or certificates representing the Junior
Subordinated Notes and Preferred Stock to be
delivered upon such distribution and if the assets
to be distributed are Qualifying Treasury
Securities that are Pledged Securities, such
securities will be delivered in book-entry form;

any certificates representing the Capital WITS not
held by DTC or its nominee or surrendered to the
exchange agent will be deemed to represent the
Junior Subordinated Notes having a principal
amount equal to the liquidation amount of the
Capital WITS, and bearing accrued and unpaid
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interest in an amount equal to the accrued and
unpaid distributions on the Capital WITS until
such certificates are so surrendered for transfer or
reissuance (and until such certificates are
surrendered, no payments of interest, principal,
dividends, redemption price or otherwise will be
made to holders);

any certificates representing the Normal WITS
not held by DTC or its nominee or surrendered to
the exchange agent will be deemed to represent
shares of Preferred Stock having a Liquidation
Preference equal to the Normal WITS until such
certificates are so surrendered for transfer and
reissuance; and

all rights of the holders of the WITS will cease,

except the right to receive Junior Subordinated

Notes, Qualifying Treasury Securities or Preferred

Stock, as the case may be, upon such surrender.
Since after the Stock Purchase Date each Normal
WITS corresponds to 1/100th of a share of Preferred
Stock, holders of Normal WITS may receive fractional
shares of Preferred Stock or depositary shares
representing the Preferred Stock upon this distribution.
Since holders of the Preferred Stock are not entitled to
vote for the election of directors in the event we do not
pay full dividends for six quarterly Dividend Periods,
the Preferred Stock (or depositary shares representing
the Preferred Stock) would not qualify for listing on
the New York Stock Exchange under its current rules.
Ranking of Trust Common Securities

If on any Distribution Date the Trust does not have
funds available from payments of interest on the Junior
Subordinated Notes, dividends on the Preferred Stock
or Contract Payments on the Stock Purchase Contracts
(as applicable) to make full distributions on the WITS
and the Trust Common Securities (other
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than as a result of the proper exercise of our deferral
right in respect of interest or Contract Payments), then:

if such deficiency in funds results from our failure
to make a full payment of interest on the Junior
Subordinated Notes on any interest payment date,
then the available funds shall be applied first to
make distributions then due on the Normal WITS
and the Capital WITS on a pro rata basis on such
Distribution Date up to the amount of such
distributions corresponding to interest payments
on the Junior Subordinated Notes (or, if less, the
amount of the corresponding distribution that
would have been made on the Normal WITS and
Capital WITS had we made a full payment of
interest on the Junior Subordinated Notes) before
any such amount is applied to make a distribution
on the Trust Common Securities on such
Distribution Date;

if the deficiency in funds results from our failure
to make a full payment of Contract Payments on
the Stock Purchase Contracts on a payment date
for Contract Payments, then the available funds
shall be applied first to make distributions then
due on the Normal WITS and the Stripped WITS
on a pro rata basis on such Distribution Date up
to the amount of such distributions corresponding
to the Contract Payments on the Stock Purchase
Contracts (or, if less, the amount of the
corresponding distributions that would have been
made on the Normal WITS and the Stripped
WITS had we made a full payment of Contract
Payments on the Stock Purchase Contracts) before
any such amount is applied to make a distribution
on the Trust Common Securities on such
Distribution Date; and

if the deficiency in funds results from our failure
to pay a full dividend on shares of Preferred Stock
on a dividend payment date, then the available
funds from dividends on the Preferred Stock shall
be applied first to make distributions then due on
the Normal WITS on a pro rata basis on such
Distribution Date up to the amount of such
distributions corresponding to dividends on the
Preferred Stock (or, if less, the amount of the
corresponding distributions that would have been
made on the Normal WITS had we paid a full
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dividend on the Preferred Stock) before any such

amount is applied to make a distribution on Trust

Common Securities on such Distribution Date.

If on any date where Normal WITS and Trust
Common Securities must be redeemed because we are
redeeming Preferred Stock the Trust does not have
funds available from our redemption of shares of
Preferred Stock to pay the full redemption price then
due on all of the outstanding Normal WITS and Trust
Common Securities to be redeemed, then (i) the
available funds shall be applied first to pay the
redemption price on the Normal WITS to be redeemed
on such redemption date and (ii) Trust Common
Securities shall be redeemed only to the extent funds
are available for such purpose after the payment of the
full redemption price on the Normal WITS to be
redeemed.

If an early dissolution event occurs in respect of
the Trust, no liquidation distributions shall be made on
the Trust Common Securities until full liquidation
distributions have been made on each class of the
WITS.

In the case of any event of default under the
Trust Agreement resulting from (i) an event of default
under the Indenture or (ii) our failure to comply in any
material respect with any of our obligations under the
Stock Purchase Contract Agreement or as issuer of the
Preferred Stock, including obligations set forth in our
restated articles of incorporation, as amended, or

Articles of Incorporation, or arising under
applicable law, we, as holder of the Trust Common
Securities, will be deemed to have waived any right to
act with respect to any such event of default under the
Trust Agreement until the effect of all such events of
default with respect to the WITS have been cured,
waived or otherwise eliminated. Until all events of
default under the Trust Agreement have been so cured,
waived or otherwise eliminated, the Property Trustee
shall act solely on behalf of the holders of the WITS
and not on our behalf, and only the holders of the
WITS will have the right to direct the Property Trustee
to act on their behalf.
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Events of Default; Notice

Any one of the following events constitutes an
event of default under the Trust Agreement, or a

Trust Event of Default, regardless of the reason for

such event of default and whether it shall be voluntary
or involuntary or be effected by operation of law or
pursuant to any judgment, decree or order of any court
or any order, rule or regulation of any administrative or
governmental body:

the occurrence of an event of default under the
Indenture with respect to the Junior Subordinated
Notes beneficially owned by the Trust;

the failure to comply in any material respect with
our obligations (i) under the Stock Purchase
Contract Agreement or (ii) as issuer of the
Preferred Stock, under our Articles of
Incorporation or those of the Trust, or arising
under applicable law;

the default by the Trust in the payment of any
distribution on any Trust security of the Trust
when such becomes due and payable, and
continuation of such default for a period of
30 days;

the default by the Trust in the payment of any
redemption price of any Trust security of the
Trust when such becomes due and payable;

the failure to perform or the breach, in any
material respect, of any other covenant or
warranty of the trustees in the Trust Agreement
for 90 days after the defaulting trustee or trustees
have received written notice of the failure to
perform or breach in the manner specified in such
Trust Agreement; or

the occurrence of certain events of bankruptcy or
insolvency with respect to the Property Trustee
and our failure to appoint a successor Property
Trustee within 90 days.

Within 30 days after any Trust Event of Default
actually known to the Property Trustee occurs, the
Property Trustee will transmit notice of such
Trust Event of Default to the holders of the affected
class of Trust securities and to the administrative
trustees, unless such Trust Event of Default shall have
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been cured or waived. We, as depositor, and the
administrative trustees are required to file annually
with the Property Trustee a certificate as to whether or
not we or they are in compliance with all the
conditions and covenants applicable to us and to them
under the Trust Agreement.

The existence of a Trust Event of Default under
the Trust Agreement, in and of itself, with respect to
the Junior Subordinated Notes does not entitle the
holders of the Normal WITS or the Capital WITS to
accelerate the maturity of such Junior Subordinated
Notes.

Removal of Trustees

Unless an event of default under the Indenture has
occurred and is continuing, the Property Trustee and/or
the Delaware Trustee may be removed at any time by
the holder of the Trust Common Securities. The
Property Trustee and the Delaware Trustee may be
removed by the holders of a majority in liquidation
amount of the outstanding WITS for cause or by the
holders of a majority in liquidation amount of the
Normal WITS or the Capital WITS if an event of
default under the Indenture has occurred and is
continuing. In no event will the holders of the WITS
have the right to vote to appoint, remove or replace the
administrative trustees, which voting rights are vested
exclusively in us, as 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 accordance with the provisions of the
Trust Agreement.

Co-Trustees and Separate Property Trustee

Unless an event of default under the Indenture
shall have occurred and be continuing, at any time or
from time to time, for the purpose of meeting the legal
requirements of the Trust Indenture Act or of any
jurisdiction in which any part of the Trust property
may at the time be located, we, as the holder of the
Trust Common Securities, and the administrative
trustees shall have the power to appoint one or more
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persons either to act as a co-trustee, jointly with the
Property Trustee, of all or any part of such Trust
property, or to act as separate trustee of any such
property, in either case with such powers as may be
provided in the instrument of appointment, and to vest
in such person or persons in such capacity any
property, title, right or power deemed necessary or
desirable, subject to the provisions of such
Trust Agreement. If an event of default under the
Indenture has occurred and is continuing, the Property
Trustee alone shall have power to make such
appointment.
Merger or Consolidation of Trustees

Any person into which the Property Trustee or the
Delaware Trustee, if not a natural person, may be
merged or converted or with which it may be
consolidated, or any person resulting from any merger,
conversion or consolidation to which such trustee shall
be a party, or any person succeeding to all or
substantially all the corporate trust business of such
trustee, shall be the successor of such trustee under the
Trust Agreement, provided that such person shall be
otherwise qualified and eligible.
Mergers, Consolidations, Amalgamations or
Replacements of the Trust

The Trust may not merge with or into, consolidate,
amalgamate, or be replaced by, or convey, transfer or
lease its properties and assets substantially as an
entirety to us or any other person, except as described
below or as otherwise described in the
Trust Agreement. The Trust may, at our request, with
the consent of the administrative trustees but without
the consent of the holders of the WITS, the Property
Trustee or the Delaware Trustee, merge with or into,
consolidate, amalgamate, or be replaced by, or convey,
transfer or lease its properties and assets substantially
as an entirety to, the Trust organized as such under the
laws of any state if:

such successor entity either:
expressly assumes all of the obligations of the
Trust with respect to the WITS, or

substitutes for each class of WITS other
securities having substantially the same terms
as that class of WITS, or the Successor
Securities, so long as the Successor Securities
rank the same as the corresponding class of
WITS in priority with respect to distributions
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and payments upon liquidation, redemption and

otherwise;
a trustee of such successor entity possessing the
same powers and duties as the Property Trustee is
appointed to hold the Junior Subordinated Notes,
the Stock Purchase Contacts, Qualifying Treasury
Securities and the Preferred Stock then held by or
on behalf of the Property Trustee;

such merger, consolidation, amalgamation,
replacement, conveyance, transfer or lease does
not cause any class of WITS, including any
Successor Securities, to be downgraded by any
nationally recognized statistical rating
organization;

such merger, consolidation, amalgamation,
replacement, conveyance, transfer or lease does
not adversely affect the rights, preferences and
privileges of the holders of any class of WITS,
including any Successor Securities, in any
material respect;

such successor entity has purposes substantially
identical to those of the Trust;

prior to such merger, consolidation,
amalgamation, replacement, conveyance, transfer
or lease, the Property Trustee has received an
opinion from counsel to the Trust experienced in
such matters to the effect that:
such merger, consolidation, amalgamation,
replacement, conveyance, transfer or lease does
not adversely affect the rights, preferences and
privileges of the holders of any class of WITS,
including any Successor Securities, in any
material respect, and

following such merger, consolidation,
amalgamation, replacement, conveyance,
transfer or lease, neither the Trust nor such
successor entity will be required to register as
an
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investment company under the Investment

Company Act of 1940, or Investment Company

Act ;
the Trust has received an opinion of counsel
experienced in such matters that such merger,
consolidation, amalgamation, conveyance,
transfer or lease will not cause the Trust or the
successor entity to be classified as an association
or a publicly traded partnership taxable as a
corporation for U.S. federal income tax
purposes; and

we or any permitted successor or assignee owns
all of the common securities of such successor
entity and guarantees the obligations of such
successor entity under the Successor Securities at
least to the extent provided by the Guarantee.

Notwithstanding the foregoing, the Trust may not,
except with the consent of holders of 100% in
liquidation amount of the WITS, consolidate,
amalgamate, merge with or into, or be replaced by or
convey, transfer or lease its properties and assets
substantially as an entirety to any other entity or permit
any other entity to consolidate, amalgamate, merge
with or into, or replace it if such consolidation,
amalgamation, merger, replacement, conveyance,
transfer or lease would cause the Trust or the successor
entity to be classified as other than one or more grantor
trusts and/or agency arrangements or to be classified as
an association or a publicly traded partnership taxable
as a corporation for U.S. federal income tax purposes.
Voting Rights; Amendment of the Trust Agreement

Except as provided herein and under Description
of the Guarantee = Amendments and Assignment and as
otherwise required by law and the Trust Agreement,
the holders of the WITS will have no voting rights or
control over the administration, operation or
management of the Trust or the obligations of the
parties to the Trust Agreement, including in respect of
Junior Subordinated Notes, Stock Purchase Contracts
or Preferred Stock beneficially owned by the Trust.
Under the Trust Agreement, however, the Property
Trustee will be required to obtain their consent before
exercising some of its rights in respect of these
securities.

Trust Agreement. We and the administrative
trustees may amend the Trust Agreement without the
consent of the holders of the WITS, the Property
Trustee or the Delaware Trustee, unless in the case of
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the first two bullets below such amendment will
materially and adversely affect the interests of any
holder of WITS or the Property Trustee or the
Delaware Trustee, 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 such Trust Agreement,
which may not be inconsistent with the other
provisions of the Trust Agreement;

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 U.S. federal income tax purposes as
one or more grantor trusts and/or agency
arrangements and not as an association or a
publicly traded partnership taxable as a
corporation at all times that any Trust securities
are outstanding, to ensure that the Trust will not
be required to register as an investment company
under the Investment Company Act or to ensure
the treatment of the WITS as tier 1 regulatory
capital under prevailing Federal Reserve rules and
regulations;

provide that certificates for the WITS may be
executed by an administrative trustee by facsimile
signature instead of manual signature, in which
case such amendment(s) shall also provide for the
appointment by us of an authentication agent and
certain related provisions;

require that holders that are not U.S. persons for
U.S. federal income tax purposes irrevocably
appoint a U.S. person to exercise any voting rights
to ensure that the Trust will not be treated as a
foreign trust for U.S. federal income tax
purposes; or
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conform the terms of the Trust Agreement to the

description of the Trust Agreement, the WITS and

the Trust Common Securities in this prospectus,

in the manner provided in the Trust Agreement.
Any such amendment shall become effective when
notice thereof is given to the Property Trustee, the
Delaware Trustee and the holders of the WITS.

We and the administrative trustees may generally
amend the Trust Agreement with:

the consent of holders representing not less than a

majority, based upon liquidation amounts, of each

outstanding class of WITS affected by the

amendments; and

receipt by the trustees of the Trust of an opinion
of counsel to the effect that such amendment or
the exercise of any power granted to the trustees
of the Trust or the administrative trustees in
accordance with such amendment will not affect
the Trust s status as one or more grantor trusts
and/or agency arrangements for U.S. federal

income tax purposes or affect the Trust s

exemption from status as an investment company

under the Investment Company Act.

However, without the consent of each affected
holder of Trust securities, the Trust Agreement may
not be amended to:

change the amount or timing, or otherwise
adversely affect the amount, of any distribution
required to be made in respect of Trust securities
as of a specified date; or

restrict the right of a holder of Trust securities to
institute a suit for the enforcement of any such
payment on or after such date.

Indenture and Junior Subordinated Notes. So
long as the Property Trustee holds any Junior
Subordinated Notes, the trustees of the Trust may not,
without obtaining the prior approval of the holders of a
majority in aggregate liquidation amount of all
outstanding Capital WITS and prior to the Stock
Purchase Date or, if earlier, the Remarketing
Settlement Date, the Normal WITS, considered
together as a single class:

direct the time, method and place of conducting
any proceeding for any remedy available to the
Indenture Trustee for the Junior Subordinated
Notes, or execute any trust or power conferred on
the Indenture Trustee with respect to such Junior
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Subordinated Notes;

waive any past default that is waivable under the
Indenture;

exercise any right to rescind or annul a declaration
that the principal of all the Junior Subordinated
Notes is due and payable; or

consent to any amendment, modification or
termination of the Indenture or such Junior
Subordinated Notes, where such consent by the
holders of the Junior Subordinated Notes shall be
required.

If a consent under the Indenture would require the
consent of each holder of Junior Subordinated Notes
affected thereby, no such consent may be given by the
Property Trustee without the prior consent of each
holder of Capital WITS and prior to the Stock
Purchase Date or, if earlier, the Remarketing
Settlement Date, each holder of the Normal WITS.

The Property Trustee will notify each holder of the
Capital WITS and prior to the Stock Purchase Date or,
if earlier, the Remarketing Settlement Date, each
holder of the Normal WITS of any notice of default
with respect to the Junior Subordinated Notes. In
addition to obtaining the foregoing approvals of the
holders of the WITS, before taking any of the
foregoing actions, the trustees of the Trust will obtain
an opinion of counsel experienced in such matters to
the effect that such action would not cause the Trust to
be classified as other than one or more grantor trusts
and/or agency arrangements or as an association or a
publicly traded partnership taxable as a corporation for
U.S. federal income tax purposes. The Property
Trustee may not revoke any action previously
authorized or approved by a vote of the holders of the
WITS except by subsequent vote of the holders of the
same class or classes of WITS.
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Stock Purchase Contract Agreement and
Collateral Agreement. We may modify the Stock
Purchase Contract Agreement or the Collateral
Agreement with the consent of the trustees of the
Trust. The trustees may consent to any amendment or
modification of these agreements without the prior
consent of the holders of any class of WITS for any of
the following purposes:

to evidence the succession of another person to
the obligations of the Trust or the Property
Trustee,

to add to the covenants for the benefit of the Trust
or the Property Trustee or to surrender any of our
rights or powers under those agreements,

to evidence and provide for the acceptance of
appointment of a successor Collateral Agent,
Custodial Agent or securities intermediary under
the Collateral Agreement,

to cure any ambiguity, or to correct or supplement
any provisions that may be inconsistent,

to conform the terms of the Stock Purchase
Contract Agreement or the Collateral Agreement
to their respective descriptions in this
prospectus, or

to make any other provisions with respect to such
matters or questions, provided that such action
shall not adversely affect the interest of the
holders of any class of WITS in any material
respect.

The trustees of the Trust may agree, with the
consent of the holders of not less than a majority of the
holders of the Normal WITS and Stripped WITS at the
time outstanding, considered together as a single class,
to amend or modify the Stock Purchase Contract
Agreement or the Collateral Agreement. However, no
such amendment or modification may, without the
consent of the holder of each outstanding Normal
WITS and Stripped WITS:

change any payment date,

change the amount or type of Pledged Securities
required to be pledged, impair the right of the
Trust to receive distributions on the Pledged
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Securities or otherwise adversely affect the Trust s
rights in or to the Pledged Securities,

change the place or currency of payment or
reduce any Contract Payments,

impair the Property Trustee s, or the holders in the
case of a direct action, right to institute suit for the
enforcement of the Stock Purchase Contract or
payment of any Contract Payments, or

reduce the number of shares of Preferred Stock

purchasable under the Stock Purchase Contracts,

increase the price to purchase Preferred Stock
upon settlement of the Stock Purchase Contracts,
change the Stock Purchase Date or otherwise
adversely affect the Trust s rights under the Stock

Purchase Contracts.

If any amendment or proposal referred to above
would adversely affect only the Normal WITS or the
Stripped WITS, then only the affected class of holders
will be entitled to consent to such modification, and the
Property Trustee s consent to such modification will not
be effective except with the consent of the holders of
not less than a majority of the affected class or of all of
the holders of the affected classes, as applicable.

Preferred Stock. So long as the Preferred Stock is
held by the Property Trustee on behalf of the Trust, the
trustees of the Trust will not waive any default in
respect of the Preferred Stock without obtaining the
prior approval of the holders of at least a majority in
liquidation amount of the Normal WITS and the
Stripped WITS then outstanding, considered together
as a single class. The trustees of the Trust shall also not
consent to any amendment to the Trust s or our
governing documents that would change the dates on
which dividends are payable or the amount of such
dividends, without the prior written consent of each
holder of Normal WITS and Stripped WITS. In
addition to obtaining the foregoing approvals from
holders, the Issuer Trustee shall obtain, at our expense,
an opinion of counsel to the effect that such action
shall not cause the Issuer Trust to be taxable as a
corporation or classified as a partnership for U.S.

federal income tax purposes.
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General. Any required approval of holders of any
class of WITS may be given at a meeting of holders of
such class of WITS convened for such purpose or
pursuant to written consent. The Property Trustee will
cause a notice of any meeting at which holders of any
class of WITS are entitled to vote, or of any matter
upon which action by written consent of such holders
is to be taken, to be given to each record holder of such
WITS in the manner set forth in the Trust Agreement.

No vote or consent of the holders of WITS will be
required for the Trust to redeem and cancel the WITS
in accordance with the Trust Agreement.

Notwithstanding that holders of the WITS are
entitled to vote or consent under any of the
circumstances described above, any of the WITS that
are owned by us or our affiliates or the trustees or any
of their affiliates, shall, for purposes of such vote or
consent, be treated as if they were not outstanding.
Payment and Paying Agent

Payments on the WITS shall be made to DTC,
which shall credit the relevant accounts on the
applicable Distribution Dates. If any WITS are not
held by DTC, such payments shall be made by check
mailed to the address of the holder as such address
shall appear on the register.

The paying agent shall initially be JPMorgan
Chase and any co-paying agent chosen by the Property
Trustee and acceptable to us and to the administrative
trustees. The paying agent shall be permitted to resign
as paying agent upon 30 days written notice to the
administrative trustees and to the Property Trustee. In
the event that JPMorgan Chase shall no longer be the
paying agent, the Property Trustee will appoint a
successor to act as paying agent, which will be a bank
or trust company acceptable to the administrative
trustees and to us.

Registrar and Transfer Agent

JPMorgan Chase will act as registrar and transfer
agent, or Transfer Agent, for the WITS.

Registration of transfers of WITS 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. Neither the Trust nor the Securities
Registrar shall be required to register the transfer of or
exchange any Trust security during a period beginning
at the opening of business 15 days before the day of
selection for redemption of Trust securities and ending
at the close of business on the day of mailing of notice
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of redemption or to transfer or exchange any Trust
security so selected for redemption in whole or in part,
except, in the case of any Trust security to be
redeemed in part, any portion thereof not to be
redeemed.

Any WITS can be exchanged for other WITS of
the same class so long as such other WITS are
denominated in authorized denominations and have the
same aggregate liquidation amount and same terms as
the WITS that were surrendered for exchange. The
WITS may be presented for registration of transfer,
duly endorsed or accompanied by a satisfactory written
instrument of transfer, at the office or agency
maintained by us for that purpose in a place of
payment. There will be no service charge for any
registration of transfer or exchange of the WITS, but
we may require holders to pay any tax or other
governmental charge payable in connection with a
transfer or exchange of the WITS. We may at any time
rescind the designation or approve a change in the
location of any office or agency, in addition to the
security registrar, designated by us where holders can
surrender the WITS for registration of transfer or
exchange. However, the Trust will be required to
maintain an office or agency in each place of payment
for the WITS.

Information Concerning the Property Trustee

Other than during the occurrence and continuance
of a Trust Event of Default, the Property Trustee
undertakes to perform only the duties that are
specifically set forth in the Trust Agreement. After a
Trust Event of Default, the Property Trustee must
exercise the same degree of care and skill as a prudent
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individual would exercise or use in the conduct of his
or her own affairs. Subject to this provision, 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 WITS unless it is offered
indemnity satisfactory to it by such holder against the
costs, expenses and liabilities that might be incurred. If
no Trust 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 Agreement or is
unsure of the application of any provision of the

Trust Agreement, and the matter is not one upon which
holders of WITS are entitled under the

Trust Agreement to vote, then the Property Trustee
will take any action that we direct. If we do not provide
direction, the Property Trustee may take any action
that it deems advisable and in the interests of the
holders of the Trust securities and will have no liability
except for its own bad faith, negligence or willful
misconduct.

We and our affiliates may maintain certain
accounts and other banking relationships with the
Property Trustee and its affiliates in the ordinary
course of business.

Trust Expenses

Pursuant to the Trust Agreement, we, as sponsor,

agree to pay:

all debts and other obligations of the Trust (other
than with respect to the WITS);

all costs and expenses of the Trust, including
costs and expenses relating to the organization of
the Trust, the fees and expenses of the trustees
and the cost and expenses relating to the operation
of the Trust; and

any and all taxes and costs and expenses with

respect thereto, other than U.S. withholding taxes,

to which the Trust might become subject.
Governing Law

The Trust Agreement will be governed by and
construed in accordance with the laws of Delaware.
Miscellaneous

The administrative trustees are authorized and
directed to conduct the affairs of and to operate the
Trust in such a way that it will not be required to
register as an investment company under the
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Investment Company Act or characterized as other
than one or more grantor trusts and/or agency
arrangements for U.S. federal income tax purposes.
The administrative trustees are authorized and directed
to conduct their affairs so that the Junior Subordinated
Notes will be treated as indebtedness of Wachovia for
U.S. federal income tax purposes.

In this regard, 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 Agreement, that we and the administrative
trustees determine to be necessary or desirable to
achieve such end, as long as such action does not
materially and adversely affect the interests of the
holders of the WITS.

Holders of the WITS have no preemptive or
similar rights. The WITS are not convertible into or
exchangeable for our common stock or preferred stock.

Subject to the Declaration, we or our affiliates may
from time to time purchase any of the WITS that are
then outstanding by tender, in the open market or by
private agreement.

The Trust may not borrow money or issue debt or
mortgage or pledge any of its assets except for pledges
of Junior Subordinated Notes and Qualifying Treasury
Securities to secure its obligations under the Stock
Purchase Contracts.
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DESCRIPTION OF THE STOCK PURCHASE
CONTRACTS

The following is a summary of some of the terms of
the Stock Purchase Contract Agreement, the Stock
Purchase Contracts and the Collateral Agreement.
This summary, together with the summary of some of
the provisions of the related documents described
below, contains a description of the material terms of
the Stock Purchase Contract Agreement, the Stock
Purchase Contracts and the Collateral Agreement but
is not necessarily complete. We refer you to the
documents referred to in the following description,
copies of which are available upon request as
described above under Where You Can Find More
Information.
Purchase of Preferred Stock

Each Stock Purchase Contract will obligate the
Trust to purchase, and us to sell, a newly-issued share
of Preferred Stock on the Stock Purchase Date for
$100,000 in cash. The Stock Purchase Date is expected
to be March 15, 2011, but could (i) occur on an earlier
date if an Early Settlement Event (as described below)
occurs or (ii) be deferred for quarterly periods until as
late as March 15, 2012 (or, if such day is not a business
day, the next business day) if the initial Remarketing
attempts are not successful. The Stock Purchase Date
will be the March 15, June 15, September 15 or
December 15 (or, if any such day is not a business day,
the next business day) immediately following the
Remarketing Settlement Date, or if no successful
Remarketing has occurred by the March 15, June 15,
September 15 or December 15 (or, if any such day is
not a business day, by the next business day)
immediately following the fifth Remarketing attempt,
then such March 15, June 15, September 15 or
December 15 (or, if any such day is not a business day,
the next business day) after such fifth unsuccessful
Remarketing. For example, if no Early Settlement
Event has occurred and each successive Remarketing
in May 2011, August 2011, November 2011 and
February 2012, is not successful, the Stock Purchase
Date would then be on March 15, 2012 (or, if any such
day is not a business day, on the next business day).

On the Stock Purchase Date, the Trust will satisfy
its obligation to purchase the Preferred Stock for
$100,000 per Stock Purchase Contract. Unless an event
described under Termination has occurred, then the
settlement of the Stock Purchase Contracts will occur
as follows:
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a portion of the cash proceeds from the
Remarketing will be withdrawn from the
interest-bearing deposit with Wachovia Bank,
N.A. and applied together with the proceeds at
maturity of the Qualifying Treasury Securities to
satisfy in full the Trust s obligation to purchase
Preferred Stock under the Stock Purchase
Contracts; and

if there has not been a successful Remarketing,
we will exercise our rights as a secured party in
accordance with applicable law, including without
limitation disposition of the Junior Subordinated
Notes pledged to secure the Trust s obligations
under the Stock Purchase Contracts or their
proceeds or applying these Junior Subordinated
Notes or their proceeds against the Trust s
obligation to purchase Preferred Stock under the
Stock Purchase Contracts.
In any event, a share of Preferred Stock will then be
issued and delivered to the Trust in respect of each
Stock Purchase Contract.
Contract Payments
We will make periodic contract payments, or
Contract Payments, to the Trust on the Stock
Purchase Contracts at the rate of % per annum
of the stated amount of $100,000 per Stock Purchase
Contract. Contract Payments will be calculated on the
basis of a 360-day year consisting of twelve 30-day
months. Contract Payments will accrue from s
2006 and, subject to our right to defer Contract
Payments described below, will be payable on each
Regular Distribution Date through the Stock Purchase
Date. If any Regular Distribution Date is not a business
day, then payment of the Contract Payments payable
on that date will be made on the next business day, and
no interest or payment will be paid in respect of the
delay.

Our obligations with respect to Contract Payments
will be subordinate and junior in right of payment to
our obligations under any of our senior debt to the
same extent as the Junior Subordinated Notes. The
Stock
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Purchase Contracts do not limit the incurrence by us of
other indebtedness, including senior debt. No Contract
Payments may be made if there shall have occurred
and be continuing a default in any payment with
respect to senior debt or an event of default with
respect to any senior debt resulting in the acceleration
of the maturity thereof, or if any judicial proceedings
are pending with respect to any such default.
Option to Defer Contract Payments

We may, at our option, and will at the direction of
the Federal Reserve, defer Contract Payments on the
corresponding Stock Purchase Contracts. If we defer
Contract Payments, we will provide prior written
notice to the Property Trustee, who will notify holders
of Normal WITS and Stripped WITS and the
administrative trustees. We may elect to defer Contract
Payments on more than one occasion, but in no event
may we defer Contract Payments beyond the Stock
Purchase Date. Deferred Contract Payments will
accrue interest until paid, compounded on each
Regular Distribution Date at the rate per annum
originally applicable to the Junior Subordinated Notes.
If we elect or are directed by the Federal Reserve to
defer the payment of Contract Payments and such
deferral is continuing on the Stock Purchase Date, then
we will pay the Trust the deferred Contract Payments
in subordinated notes that have a principal amount
equal to the aggregate amount of deferred Contract
Payments as of the Stock Purchase Date, mature on
March 15, 2014, bear interest at a rate per annum equal
to the originally applicable rate of interest on the
Junior Subordinated Notes, are subordinate and rank
junior in right of payment to all of our senior
indebtedness on the same basis as the Contract
Payments and are redeemable by us at any time prior to
their stated maturity. The notes will be issued as a new
series of notes under our junior subordinated indenture
described in this prospectus under Description of the
Junior Subordinated Notes. The Trust will hold these
notes as assets corresponding to the Normal WITS and
Stripped WITS and make distributions to the holders
thereof corresponding to payments of principal of, and
interest on, these notes. If the Stock Purchase Contracts
are terminated upon the occurrence of certain events of
bankruptcy, insolvency or reorganization with respect
to us, the Trust s right to receive Contract Payments and
deferred Contract Payments also will terminate.

If we elect or are directed by the Federal Reserve
to defer Contract Payments, then until the deferred
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Contract Payments have been paid in cash or any notes
we issue in respect of deferred Contract Payments have
been repaid in full, we will not take any of the actions
that we would be prohibited from taking during a
deferral of interest payments on the Junior
Subordinated Notes as described under Description of
the Junior Subordinated Notes  Restrictions on Certain
Payments, Including on Deferral of Interest.
Direct Action by Holders of Normal WITS or
Stripped WITS

Up to and including the Stock Purchase Date, or
the earlier termination of the Stock Purchase Contracts,
any holder of Normal WITS or Stripped WITS may
institute a direct action if we fail to make Contract
Payments on the Stock Purchase Contracts when due,
taking into account any extension period. A direct
action may be brought without first:

directing the Property Trustee to enforce the terms
of the Stock Purchase Contracts; or

suing us to enforce the Property Trustee s rights
under the Stock Purchase Contracts.

This right of direct action cannot be amended in a
manner that would impair the rights of the holders of
the Normal WITS or Stripped WITS thereunder
without the consent of all such holders.

Termination

The Stock Purchase Contracts, and our rights and
obligations and the rights and obligations of the Trust
under the Stock Purchase Contracts, including the right
and obligation to purchase Preferred Stock and the
right to receive deferred Contract Payments, will
immediately and automatically terminate, without any
further action, upon the termination of the Stock
Purchase Contracts as a result of our bankruptcy,
insolvency or reorganization. In the event of a
termination of the Stock Purchase Contracts as a result
of our bankruptcy, insolvency or reorganization, the
Trust will not have a claim in bankruptcy under the
Stock Purchase Contracts with respect to our issuance
of Preferred Stock or the right to receive Contract
Payments.
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Upon any termination, the Collateral Agent will
release the aggregate principal amount of the Junior
Subordinated Notes corresponding to the aggregate
liquidation amount of the Normal WITS and the
aggregate principal amount of Qualifying Treasury
Securities corresponding to the aggregate liquidation
amount of the Stripped WITS, as the case may be, held
by it to the Property Trustee for distribution to the
holders of the Normal WITS and the Stripped WITS.
Upon any termination, however, the release and
distribution may be subject to the automatic stay under
Section 362 of the U.S. Bankruptcy Code, and claims
arising out of the Junior Subordinated Notes, like all
other claims in bankruptcy proceedings, will be subject
to the equitable jurisdiction and powers of the
bankruptcy court. In the event that we become the
subject of a case under the U.S. Bankruptcy Code, a
delay may occur as a result of the automatic stay under
the U.S. Bankruptcy Code and continue until the
automatic stay has been lifted. We expect any such
delay to be limited. The automatic stay will not be
lifted until such time as the bankruptcy court agrees to
lift it and return your Pledged Securities to you.

If Wachovia Bank, N.A. is placed in receivership
while it is holding the interest-bearing deposit made
with the net proceeds of the Remarketing, and if the
Stock Purchase Contracts have not been terminated,
the deposit will be assigned to us on the Stock
Purchase Date as payment for the Preferred Stock
corresponding to the Normal WITS; however, if the
Stock Purchase Contracts have been terminated, the
deposit will remain property of the Trust until the
Trust s assets are distributed to the holders of the Trust
securities.

If your Stock Purchase Contracts are terminated as
a result of our bankruptcy, insolvency or
reorganization, the Trust will have no right to receive
any accrued Contract Payments.

Pledged Securities and the Collateral Agreement

The Trust will pledge Junior Subordinated Notes
and Qualifying Treasury Securities, also referred to as
the Pledged Securities, and, after a successful
Remarketing the interest-bearing deposit with
Wachovia Bank, N.A., to us through the Collateral
Agent, for our benefit, pursuant to the Collateral
Agreement to secure the obligations of the Trust to
purchase Preferred Stock under the Stock Purchase
Contracts. The rights of the Trust (acting through the
Property Trustee) to the Pledged Securities and the
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deposit account will be subject to our security interest
created by the Collateral Agreement. The aggregate
principal amount of Junior Subordinated Notes and
Qualifying Treasury Securities constituting Pledged
Securities, together with the amount of any proceeds of
Qualifying Treasury Securities held by the Collateral
Agent for reinvestment in additional Qualifying
Treasury Securities and, after a successful
Remarketing, the deposit with Wachovia Bank, N.A.
must always equal the purchase price of the Preferred
Stock under the Stock Purchase Contracts.
Accordingly, Pledged Securities may not be withdrawn
from the pledge arrangement except:

to substitute Qualifying Treasury Securities for
Junior Subordinated Notes in connection with an
exchange of Normal WITS for Stripped WITS
and Capital WITS, as provided for under

Description of the WITS  Exchanging Normal
WITS and Qualifying Treasury Securities for
Stripped WITS and Capital WITS ;

to substitute Junior Subordinated Notes for
Qualifying Treasury Securities in connection with
an exchange of Stripped WITS and Capital WITS
for Normal WITS, as provided for under

Description of the WITS  Exchanging Stripped
WITS and Capital WITS for Normal WITS and
Qualifying Treasury Securities ; or

upon the termination of the Stock Purchase
Contracts.
67
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Subject to the security interest and the terms of the
Collateral Agreement, the Trust (acting through the
Property Trustee) will own the Pledged Securities and,
subject to the terms of the Trust Agreement, it will be
entitled to exercise all rights pertaining to the Junior
Subordinated Notes and Preferred Stock, including
voting rights and, in the case of the Junior
Subordinated Notes, redemption rights. We will have
no interest other than our security interest in the
Pledged Securities or the interest-bearing deposit with
Wachovia Bank, N.A.

Except as described in  Certain Other Provisions of
the Stock Purchase Contract Agreement and the
Collateral Agreement, the Collateral Agent will, upon
receipt, if any, of payments on the Pledged Securities
(except to the extent it applies the proceeds at maturity
of any Qualifying Treasury Securities to purchase
replacement Qualifying Treasury Securities), distribute
the payments to the Trust, which will in turn distribute
those payments together with Contract Payments
received from us, to the persons in whose names the
Normal WITS and Stripped WITS are registered at the
close of business on the record date immediately
preceding the date of payment.
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CERTAIN OTHER PROVISIONS OF THE
STOCK PURCHASE
CONTRACT AGREEMENT AND THE
COLLATERAL AGREEMENT

The following is a summary of certain other
provisions of the Stock Purchase Contract Agreement
and the Collateral Agreement. This summary, together
with the summary of some of the provisions of the
related documents described below, contains a
description of certain other provisions of the Stock
Purchase Contract Agreement and the Collateral
Agreement but is not necessarily complete. We refer
you to the documents referred to in the following
description, copies of which are available upon request
as described above under Where You Can Find More
Information.
No Consent to Assumption

The Trust (acting through the Property Trustee)
will under the terms of the Stock Purchase Contract
Agreement be deemed expressly to have withheld any
consent to the assumption (i.e., affirmance) of the
Stock Purchase Contracts by us or our trustee if we
become the subject of a case under the
U.S. Bankruptcy Code or other similar state or federal
law provision for reorganization or liquidation.
Consolidation, Merger, Sale or Conveyance

We covenant in the Stock Purchase Contract
Agreement that we will not merge with and into,
consolidate with or convert into any other entity or sell,
assign, transfer, lease or convey all or substantially all
of our properties and assets to any person or entity,
unless:

the successor entity is a corporation organized and
existing under the laws of a domestic jurisdiction
and assumes our obligations under the Stock
Purchase Contracts, the Stock Purchase Contract
Agreement, the Collateral Agreement, the

Trust Agreement, the Indenture for the Junior
Subordinated Notes, the Guarantee and the
Remarketing Agreement;

the successor entity is not, immediately after the
merger, consolidation, conversion, sale,
assignment, transfer, lease or conveyance, in
default of its payment obligations under the Stock
Purchase Contracts, the Stock Purchase Contract
Agreement, the Collateral Agreement, the

Trust Agreement or the Remarketing Agreement
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or in material default in the performance of any
other covenants under these agreements; and

the successor entity reserves sufficient authorized
and unissued shares of preferred stock having
substantially the same terms and conditions as the
Preferred Stock, such that the Trust will receive,
on the Stock Purchase Date, preferred stock
having substantially the same rights as the
Preferred Stock that the Trust would have
received had such merger, consolidation or other
transaction not occurred.
Governing Law
The Stock Purchase Contract Agreement, the
Stock Purchase Contracts and the Collateral
Agreement will be governed by, and construed in
accordance with, the laws of the State of New York.
Information Concerning the Collateral Agent
JPMorgan Chase initially will be the Collateral
Agent, Custodial Agent and securities intermediary
under the Collateral Agreement. JPMorgan Chase, in
its capacity as Collateral Agent, will act solely as our
agent and will not assume any obligation or
relationship of agency or trust for or with the Property
69
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Trustee or any of the holders of the WITS, except for
the obligations owed by a pledgee of property to the
owner of the property under the Collateral Agreement
and applicable law. JPMorgan Chase, in its capacity as
Custodial Agent, will act solely as agent for the Trust
and will not assume any obligation or relationship of
agency or trust for or with any of the holders of the
WITS.

The Collateral Agreement will contain provisions
limiting the liability of the Collateral Agent and
Custodial Agent and provisions under which they may
resign or be replaced. This resignation or replacement
would be effective upon the acceptance of appointment
by a successor.

JPMorgan Chase and its affiliates are among a
number of financial institutions with which we and our
subsidiaries maintain ordinary banking and trust
relationships.

Miscellaneous

The Collateral Agreement will provide that we
will pay all fees and expenses related to the retention
of the Collateral Agent and Custodial Agent.
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DESCRIPTION OF THE JUNIOR
SUBORDINATED NOTES

The following is a summary of some of the terms of
the Junior Subordinated Notes. This summary, together
with the summary of some of the provisions of the
related documents described below, contains a
description of the material terms of the Junior
Subordinated Notes but is not necessarily complete.
We refer you to the documents referred to in the
following description, copies of which are available
upon request as described above under Where You
Can Find More Information.

The Junior Subordinated Notes will be issued
pursuant to an indenture, to be dated as of ,
2006, between us and U.S. Bank National Association,
as indenture trustee. We refer to the indenture, as
supplemented, as the [Indenture, and to U.S. Bank
National Association or its successor as indenture
trustee, or Indenture Trustee. You should read the
Indenture for provisions that may be important to you.

When we use the term  holder in this prospectus
with respect to a registered Junior Subordinated Note,
we mean the person in whose name such Junior
Subordinated Note is registered in the security register.
It is expected that JPMorgan Chase, in its capacity as
either Collateral Agent or Custodial Agent, will be the
registered holder of the Junior Subordinated Notes at
all times prior to the Remarketing Settlement Date.
After the Remarketing Settlement Date, we expect that
the Junior Subordinated Notes will be held in
book-entry form only, as described under Book-Entry
System, and will be held in the name of DTC or its
nominee.

The Indenture does not limit the amount of debt
that we or our subsidiaries may incur either under the
Indenture or other indentures to which we are or
become a party. The Junior Subordinated Notes are not
convertible into or exchangeable for our common stock
or authorized preferred stock.

General

The Junior Subordinated Notes will be unsecured,
will be deeply subordinated, including to all of our
existing and future senior debt, as defined below under

Subordination, and, in the case of our liquidation
(whether in bankruptcy or otherwise), to all of our
indebtedness for money borrowed, including junior
subordinated notes underlying trust preferred securities
that are currently outstanding and other subordinated
debt that is not by its terms expressly made pari passu
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with or junior to the Junior Subordinated Notes, but
pari passu with trade creditors; provided that in
connection with an Early Remarketing, other than the
first attempt at Remarketing, we may elect that our
obligations under the Junior Subordinated Notes shall
be senior obligations instead of subordinated
obligations, effective on or after the Remarketing
Settlement Date.

We will have the right at any time after the Stock
Purchase Date or the earlier termination of the Stock
Purchase Contracts to dissolve the Trust and cause the
Junior Subordinated Notes to be distributed to the
holders of the Capital WITS and, if the Stock Purchase
Contracts have been terminated, the holders of the
Normal WITS. If Junior Subordinated Notes are
distributed to holders of the Normal WITS and Capital
WITS in liquidation of the holders interests in the
Trust at any time that the Normal WITS and Capital
WITS are represented by global securities, those Junior
Subordinated Notes initially will be issued as a global
security. Unless the Trust is dissolved and the Junior
Subordinated Notes distributed to holders of the
Normal WITS and Capital WITS, JPMorgan Chase, in
its capacity as either Collateral Agent or Custodial
Agent, will continue to hold legal title to the Junior
Subordinated Notes, subject, in the case of Junior
Subordinated Notes that are Pledged Securities, to the
pledge under the Collateral Agreement, and until the
Stock Purchase Date or, if earlier, the Remarketing
Settlement Date.

Interest Rate and Maturity

The interest payment provisions for the Junior
Subordinated Notes correspond to the distribution
provisions of the Normal WITS described under

Description of the WITS  Current Payments Normal
WITS.
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The Junior Subordinated Notes will mature on
March 15, 2042 (subject to change in connection with
a Remarketing as described below under

Remarketing ) and will bear interest accruing from

, 2006 at the rate of % per annum,

payable semi-annually in arrears on March 15 and
September 15 of each year, subject to the deferral
provisions described under ~ Option to Defer Interest
Payments. If there is a Failed Remarketing, interest
will also be payable on the Junior Subordinated Notes
on the Stock Purchase Date if it is not otherwise an
interest payment date.

The amount of interest payable for any period will
be computed on the basis of a 360-day year consisting
of twelve 30-day months. In the case that any date on
which interest is payable on the Junior Subordinated
Notes is not a business day, then payment of the
interest payable on that date will be made on the next
succeeding day that is a business day. However, no
interest or other payment shall be paid in respect of the
delay.

Option to Defer Interest Payments

We will have the right under the Indenture to
defer, and will defer if directed to do so by the Federal
Reserve, the payment of interest on the Junior
Subordinated Notes at any time or from time to time.
We may not defer interest payments for any period of
time that exceeds 14 consecutive interest payment
dates (or the equivalent if interest periods are not at the
time semi-annual), i.e., seven years, with respect to any
deferral period and to a date that is at least two years
after the latest possible Remarketing Settlement Date.
If we elect to move up the maturity date of the Junior
Subordinated Notes in connection with a Remarketing
and, at the time of the Remarketing, are deferring
interest, we may not elect a maturity date that is earlier
than seven years after commencement of the deferral
period. Any deferral period must end on an interest
payment date. At the end of a deferral period, we must
pay all interest then accrued and unpaid, together with
any interest on the accrued and unpaid interest, to the
extent permitted by applicable law. If we exercise our
right to defer payments of stated interest on the Junior
Subordinated Notes, we intend to treat the Junior
Subordinated Notes as reissued, solely for U.S. federal
income tax purposes, with original issue discount, and
you would generally be required to accrue such
original issue discount as ordinary income using a
constant yield method prescribed by Treasury
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regulations. As a result, the income that you would be
required to accrue would exceed the interest payments
that you would actually receive. If the Stock Purchase
Date occurs during a deferral period and we have not
successfully remarketed the Junior Subordinated
Notes, we will pay the Trust the deferred interest on
the Stock Purchase Date in subordinated notes that
have a principal amount equal to the aggregate amount
of deferred interest as of the Stock Purchase Date,
mature on March 15, 2014, bear interest at a rate per
annum equal to the rate of interest originally in effect
on the Junior Subordinated Notes, are subordinate and
rank junior in right of payment to all of our senior debt
on the same basis as the Junior Subordinated Notes and
are redeemable by us at any time prior to their stated
maturity.

Prior to the termination of any deferral period, we
may extend such deferral period, provided that such
extension does not:

cause such extended deferral period to exceed the
maximum deferral period;

end on a date other than an interest payment
date; or

extend beyond the stated maturity of the Junior
Subordinated Notes.

Upon the termination of any deferral period, or
any extension of the related deferral period, and the
payment of all amounts then due, we may begin a new
deferral period, subject to the limitations described
above. No interest shall be due and payable during a
deferral period except at the end thereof. We must give
the Indenture Trustee notice of our election to begin or
extend a deferral period at least 10 business days prior
to the date interest on the Junior Subordinated Notes
would have been payable except for the election to
begin or extend the deferral period.

The Indenture Trustee shall give notice of our
election to begin or extend a deferral period to the
holders of the Junior Subordinated Notes and the
Property Trustee will deliver a copy of this notice to
the administrative trustees and to the holders of the
Capital WITS and, if such election is made prior to the
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Stock Purchase Date or, if earlier, the Remarketing
Settlement Date, to the holders of the Normal WITS.
Subject to the foregoing limitations, there is no
limitation on the number of times that we may begin or
extend a deferral period.

As described under ~ Restrictions on Certain
Payments, Including on Deferral of Interest, during any
such deferral period we will be restricted, subject to
certain exceptions, from making certain payments,
including declaring or paying any dividends or making
any distributions on, or redeeming, purchasing,
acquiring or making a liquidation payment with respect
to, shares of our capital stock.

We have agreed not to make any payment of
principal of or interest on, repay or redeem any debt
securities ranking pari passu or junior to the junior
subordinated debentures issued under various
indentures if, at that time, there is a default under the
applicable indenture or we have delayed interest
payments thereon. Currently, there is $3.1 billion
aggregate principal amount of junior subordinated
debentures outstanding under these indentures.
Alternative Payment Mechanism

We covenant in the Indenture that, if we defer
payment of interest on any interest payment date on or
prior to the Stock Purchase Date:

we will pay that deferred interest only out of the
net proceeds of shares of common stock or
non-cumulative perpetual preferred stock received
by us during the 180 days prior to the date of
payment of such deferred interest;

we will notify the Federal Reserve if this covenant
is applicable; and

subject to the approval of the Federal Reserve, we
will use our Commercially Reasonable Efforts to
sell shares of our common stock or
non-cumulative perpetual preferred stock not later
than the termination of the deferral period in an
amount so that the net proceeds of such sale,
when applied to such deferred payments of
interest, will cause such unpaid deferred interest
payments to be paid in full and (unless the Federal
Reserve instructs otherwise) apply the proceeds of
such sale to pay the deferred amounts (provided
that we will not in any event be required to pay
interest on the Junior Subordinated Notes at the
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time when the payment of such interest would

violate the terms of any securities issued by us or

one of our subsidiaries or the terms of a contract
binding on us or one of our subsidiaries).

We refer to these provisions as the Alternative
Payment Mechanism.

Our failure to raise sufficient eligible equity
proceeds or our use of other sources to fund interest
payments would be a breach of our obligations under
the Junior Subordinated Notes, but would not be an
event of default under the Indenture. However, an
event of default under the Indenture will occur if we
fail to pay all accrued and unpaid interest on the Junior
Subordinated Notes at the end of the deferral period.

Notwithstanding the foregoing, if we are required
to conduct a sale of shares of our common stock and/or
non-cumulative perpetual preferred stock in order to
pay amounts due and payable under any instruments or
other securities that rank pari passu as to interest or
distributions with the Junior Subordinated Notes, then
we shall apply such proceeds to deferred interest
payments on the Junior Subordinated Notes, on the one
hand, and such other pari passu securities, on the other
hand, on a ratable basis in proportion to the total
amounts that are due on the Junior Subordinated Notes
and such securities before we shall be relieved of our
obligation to conduct the sale of shares of our common
stock and/or non-cumulative perpetual preferred stock
and apply the proceeds thereof to such securities.

For purposes of the foregoing, the following terms
have the meanings indicated:

Commercially Reasonable Efforts by us to sell
shares of our common stock or non-cumulative
perpetual preferred stock means commercially
reasonable efforts to complete the offer and sale of
shares of our common stock or non-cumulative
perpetual preferred stock, as the case may be, to third
parties that
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are not our affiliates in public offerings or private
placements; provided that we shall be deemed to have
used such Commercially Reasonable Efforts if a
Market Disruption Event occurs and for so long as it
continues regardless of whether we make any offers or
sales during such period.

Market Disruption Event means the occurrence
or existence of any of the following events or sets of
circumstances:

we would be required to obtain the consent or
approval of our stockholders or a regulatory body
(including, without limitation, any securities
exchange) or governmental authority to issue
shares of our common stock or perpetual
preferred stock and we fail to obtain that consent
or approval notwithstanding our commercially
reasonable efforts to obtain that consent or
approval (including, without limitation, our
failing to obtain the approval of the Federal
Reserve, after having notified the Federal Reserve
and having sought such approval in accordance
with the terms of the instrument or instruments
under which the relevant securities are to be
issued);

trading in securities generally on the New York
Stock Exchange, the American Stock Exchange,
the Nasdaq National Market or any other national
securities, futures or options exchange or in the
over-the-counter market, or trading in any of our
securities (or any options or futures contracts
related to such securities) on any exchange or in
the over-the-counter market shall have been
suspended or the settlement of such trading
generally shall have been materially disrupted or
minimum prices shall have been established on
any such exchange or such market by the SEC, by
such exchange or by any other regulatory body or
governmental authority having jurisdiction;

a banking moratorium shall have been declared by
the federal or state authorities of the United States
such that market trading has been disrupted or
ceased;

a material disruption shall have occurred in
commercial banking or securities settlement or
clearance services in the United States such that
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market trading has been disrupted or ceased;

the United States shall have become engaged in
hostilities, there shall have been an escalation in
hostilities involving the United States, there shall
have been a declaration of a national emergency
or war by the United States or there shall have
occurred any other national or international
calamity or crisis such that market trading has
been disrupted or ceased;

there shall have occurred such a material adverse
change in general domestic or international
economic, political or financial conditions,
including without limitation as a result of terrorist
activities, or the effect of international conditions
on the financial markets in the United States shall
be such, as to make it, in our reasonable
judgment, impracticable or inadvisable to proceed
with the offer and sale of shares of our common
stock or non-cumulative perpetual preferred
stock; or

an event occurs and is continuing as a result of
which the offering document for such offer and
sale of securities would, in our judgment, contain
an untrue statement of a material fact or omit to
state a material fact required to be stated therein
or necessary to make the statements therein not
misleading and either (a) the disclosure of that
event at such time, in our judgment, is not
otherwise required by law and would have a
material adverse effect on our business or (b) the
disclosure relates to a previously undisclosed
proposed or pending material business
transaction, the disclosure of which would impede
our ability to consummate such transaction,
provided that no single suspension period

contemplated by this clause shall exceed 90

consecutive days and multiple suspension periods

contemplated by this clause shall not exceed an
aggregate of 180 days in any 360-day period.

If we issue any subordinated notes in respect of
deferred interest on the Junior Subordinated Notes, the
foregoing covenant will also apply to the payment of
interest on and principal of these notes except that the
reference to termination of the deferral period shall
instead be to the maturity date of the notes.
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Subordination

Our obligations to pay interest and premium (if
any) on, and principal of, the Junior Subordinated
Notes are subordinate and junior in right of payment
and upon liquidation to all our senior and subordinated
indebtedness, whether now outstanding or
subsequently incurred, including all of our
indebtedness for money borrowed, including junior
subordinated notes underlying our trust preferred
securities currently outstanding and other subordinated
indebtedness that is not by its terms expressly made
pari passu with or junior to the Junior Subordinated
Notes, indebtedness evidenced by bonds, debentures,
notes or similar instruments, similar obligations arising
from off-balance sheet guarantees and direct credit
substitutes, obligations associated with derivative
products including but not limited to interest rate and
foreign exchange contracts and foreign contracts
relating to mortgages, commodity contracts, capital
lease obligations and guarantees of any of the
foregoing, but not including trade accounts payable
and accrued liabilities arising in the ordinary course of
business, which will rank equally in right of payment
and upon liquidation with the Junior Subordinated
Notes. We refer to our obligations to which the Junior
Subordinated Notes are subordinated as our senior
debt. All liabilities of our subsidiaries including trade
accounts payable and accrued liabilities arising in the
ordinary course of business are effectively senior to the
Junior Subordinated Notes to the extent of the assets of
such subsidiaries. As of September 30, 2005, our
outstanding debt with respect to money borrowed
(excluding all of the liabilities of our subsidiaries) that
would rank senior to the Junior Subordinated Notes
was approximately $29 billion and the liabilities of our
subsidiaries that would effectively rank senior to the
Junior Subordinated Notes were approximately
$586 billion.

In addition, we will not incur any additional
indebtedness for borrowed money that ranks pari
passu with or junior to the Junior Subordinated Notes
except in compliance with applicable Federal Reserve
regulations and guidelines.

In connection with an Early Remarketing, other
than the first attempt at Remarketing, we may elect that
our obligations under the Junior Subordinated Notes
shall be senior obligations instead of subordinated
obligations, effective on or after the Remarketing
Settlement Date.
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If certain events in bankruptcy, insolvency or
reorganization occur, we will first pay all senior debt,
including any interest accrued after the events occur, in
full before we make any payment or distribution,
whether in cash, securities or other property, on
account of the principal of or interest on the Junior
Subordinated Notes. In such an event, we will pay or
deliver directly to the holders of senior debt and of
other indebtedness described in the previous sentence,
any payment or distribution otherwise payable or
deliverable to holders of the Junior Subordinated
Notes. We will make the payments to the holders of
senior debt according to priorities existing among
those holders until we have paid all senior debt,
including accrued interest, in full. Notwithstanding the
subordination provisions discussed in this paragraph,
we may make payments or distributions on the Junior
Subordinated Notes so long as:

the payments or distributions consist of securities
issued by us or another company in connection
with a plan of reorganization or readjustment; and

payment on those securities is subordinate to
outstanding senior debt and any securities issued
with respect to senior debt under such plan of
reorganization or readjustment at least to the same
extent provided in the subordination provisions of
the Junior Subordinated Notes.

If such events in bankruptcy, insolvency or
reorganization occur, after we have paid in full all
amounts owed on senior debt, the holders of Junior
Subordinated Notes together with the holders of any of
our other obligations ranking equal with the Junior
Subordinated Notes will be entitled to receive from our
remaining assets any principal, premium or interest due
at that time on the Junior Subordinated Notes and such
other obligations before we make any payment or other
distribution on account of any of our capital stock or
obligations ranking junior to the Junior Subordinated
Notes.

If we violate the Indenture by making a payment
or distribution to holders of the Junior Subordinated
Notes before we have paid all the senior debt in full,
then such holders of the Junior Subordinated Notes
will be deemed to have received the payments or
distributions in trust for the benefit
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of, and will have to pay or transfer the payments or
distributions to, the holders of the senior debt
outstanding at the time. The payment or transfer to the
holders of the senior debt will be made according to
the priorities existing among those holders.
Notwithstanding the subordination provisions
discussed in this paragraph, holders of Junior
Subordinated Notes will not be required to pay, or
transfer payments or distributions to, holders of senior
debt so long as:

the payments or distributions consist of securities
issued by us or another company in connection
with a plan of reorganization or readjustment; and

payment on those securities is subordinate to
outstanding senior debt and any securities issued
with respect to senior debt under such plan of
reorganization or readjustment at least to the same
extent provided in the subordination provisions of
the Junior Subordinated Notes.

Because of the subordination, if we become
insolvent, holders of senior debt may receive more,
ratably, and holders of the Junior Subordinated Notes
having a claim pursuant to those securities may receive
less, ratably, than our other creditors. This type of
subordination will not prevent an event of default from
occurring under the Indenture in connection with the
Junior Subordinated Notes.

We may modify or amend the Indenture as
provided under =~ Modification of Indenture below.
However, the modification or amendment may not,
without the consent of the holders of all senior debt
outstanding, modify any of the provisions of the
Indenture relating to the subordination of the Junior
Subordinated Notes in a manner that would adversely
affect the holders of senior debt.

The Indenture places no limitation on the amount
of senior debt that we may incur. We expect from time
to time to incur additional indebtedness and other
obligations constituting senior debt.

Additional Interest

If the Junior Subordinated Notes are owned by the
Trust and if the Trust is required to pay any taxes,
duties, assessments or governmental charges of
whatever nature, other than withholding taxes, imposed
by the United States, or any other taxing authority,
then we will be required to pay additional interest on
the Junior Subordinated Notes. The amount of any
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additional interest will be an amount sufficient so that
the net amounts received and retained by the Trust
after paying any such taxes, duties, assessments or
other governmental charges will be not less than the
amounts that the Trust would have received had no
such taxes, duties, assessments or other governmental
charges been imposed. This means that the Trust will
be in the same position it would have been in if it did
not have to pay such taxes, duties, assessments or other
charges.
Remarketing
Remarketings will occur, and if successful, will
settle in the calendar month immediately preceding the
Stock Purchase Date. More specifically, the dates on
which a Remarketing will occur, or Remarketing
Dates, will be the third business day prior to
February 15, May 15, August 15 or November 15,
commencing with February 2011 unless an Early
Settlement Event has occurred, and continuing until the
fifth such date or the earlier settlement of a successful
Remarketing. A successful Remarketing will settle on
the date, or Remarketing Settlement Date, that is the
third business day after the relevant Remarketing Date.
We are appointing Wachovia Securities as

Remarketing Agent pursuant to the Remarketing
Agreement with that firm. We covenant in the
Indenture to use our commercially reasonable efforts to
effect the Remarketing of the Junior Subordinated
Notes as described in this prospectus. If in the
judgment of our counsel or counsel to the Remarketing
Agent a registration statement is required to effect the
Remarketing of the Junior Subordinated Notes, we will
use our commercially reasonable efforts to ensure that
a registration statement covering the full principal
amount of the Junior Subordinated Notes to be
remarketed will be effective in a form that will enable
the Remarketing Agent to rely on it in connection with
the Remarketing process or we will effect such
Remarketing pursuant to Rule 144A under
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the Securities Act, if available, or any other available
exemption from applicable registration requirements
under the Securities Act.

All of the outstanding Junior Subordinated Notes
will be remarketed in the Remarketing other than
Junior Subordinated Notes having an aggregate
principal amount equal to (i) the liquidation amount of
Normal WITS the holders of which have elected to
exchange their Normal WITS for Stripped WITS and
Capital WITS if the Remarketing is successful and
(ii) the liquidation amount of Capital WITS the holders
of which have not elected to dispose of their Capital
WITS in the Remarketing if it is successful. We
describe the procedures for these elections under

Description of the WITS Remarketing of the Junior
Subordinated Notes.

The net proceeds of Junior Subordinated Notes
sold in a successful Remarketing, to the extent not
distributed to holders of Capital WITS who have
elected to dispose of their Capital WITS in connection
with the Remarketing, will be placed in an
interest-bearing deposit with Wachovia Bank, N.A., in
an amount equal to at least 100% of the Remarketing
Value, and such deposit will be pledged under the
Collateral Agreement to secure the Trust s obligation to
purchase the Preferred Stock under the Stock Purchase
Contracts. The net proceeds of the aggregate principal
amount of Junior Subordinated Notes sold in a
successful Remarketing corresponding to the
liquidation amount of Capital WITS, the holders of
which elected to dispose of their Capital WITS in the
Remarketing, will be distributed to such holders
promptly after the Remarketing Settlement Date and
their Capital WITS will be cancelled. Any remaining
proceeds, net of any remarketing fee, will be remitted
to holders of Normal WITS other than those who made
an effective election to exchange their Normal WITS
and Qualifying Treasury Securities for Stripped WITS
and Capital WITS upon a successful Remarketing
promptly after the Remarketing Settlement Date.

Pursuant to the Remarketing Agreement, the
Remarketing Agent will use its commercially
reasonable efforts to obtain a price for the Junior
Subordinated Notes to be remarketed that results in
proceeds, net of any remarketing fee, of at least 100%
of their Remarketing Value. The Remarketing Value
of each Junior Subordinated Note will be equal to the
present value on the Remarketing Settlement Date of
an amount equal to the principal amount of, plus the
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interest payable on, such Junior Subordinated Note on
the next Regular Distribution Date, including any
deferred interest, assuming for this purpose, even if not
true, that the interest rate on the Junior Subordinated
Notes remains at the rate in effect immediately prior to
the Remarketing and all accrued and unpaid interest on
the Junior Subordinated Notes is paid in cash on such
date, determined using a discount rate equal to the
interest rate on the deposit with Wachovia Bank, N.A.
We expect that the remarketing fee will be 30 basis
points (i.e., 0.30%).

To obtain that value, the Remarketing Agent may
reset the interest rate on the Junior Subordinated Notes
to a new fixed or floating rate that will apply to all
outstanding Junior Subordinated Notes, whether or not
included in the Remarketing, and will become effective
on the Remarketing Settlement Date. If the interest rate
is reset as a fixed rate, the Junior Subordinated Notes
will bear interest at that rate, or Reset Rate, from
and after the Remarketing Settlement Date, and if the
interest rate is reset as a floating rate, the Junior
Subordinated Notes will bear interest at the applicable
index as in effect from time to time plus a spread, or

Reset Spread, from and after the Remarketing
Settlement Date. In addition, in connection with the
Remarketing the maturity of the Junior Subordinated
Notes may be moved up and the date after which the
Junior Subordinated Notes are optionally redeemable
and the redemption price may be changed. If we elect a
floating rate, we also have the option to change the
interest payment dates and manner of calculation of
interest on the Junior Subordinated Notes to
correspond with the market conventions applicable to
notes bearing interest at rates based on the applicable
index. Any such changes will be announced as
described below prior to the Remarketing attempt.

If the Remarketing Agent cannot remarket the
Junior Subordinated Notes on the Remarketing Date at
a price that results in proceeds, net of any remarketing
fee, equal to 100% of the Remarketing Value of the
Junior Subordinated Notes to be remarketed, then:

the Stock Purchase Date will be deferred until
after the next Remarketing Settlement Date;

the interest rate on the Junior Subordinated Notes
will not be reset; and
77
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the Remarketing Agent will thereafter attempt to

establish a new Reset Rate or Reset Spread

meeting the requirements described above and
remarket the Junior Subordinated Notes on
subsequent Remarketing Dates, which will be the
third business day immediately preceding

May 15, 2011, August 15, 2011, November 15,

2011 and February 15, 2012.

Any subsequent Remarketing will be subject to the
conditions and procedures described above, and will
settle (if successful) on the corresponding Remarketing
Settlement Date; provided that if a successful
Remarketing has not previously occurred and, as a
result, the Remarketing Agent attempts a Remarketing
for settlement on February 15, 2012 (or the fifth
scheduled Remarketing Settlement Date in the case of
an Early Remarketing) or, if such day is not a business
day, on the next business day, then the Reset Rate or
Reset Spread for that Remarketing will not be subject
to the Fixed Rate Reset Cap or Floating Rate Reset
Cap, as applicable.

If the Remarketing Agent is unable to remarket the
Junior Subordinated Notes for settlement on or before
February 15, 2012 (or the fifth scheduled Remarketing
Settlement Date in the case of an Early Remarketing)
or, if such day is not a business day, the next business
day, a Failed Remarketing will be deemed to have
occurred. In that case:

The interest rate on the Junior Subordinated Notes

will not be reset, and the Normal WITS and

Capital WITS will continue to bear cash

distributions at the rate otherwise applicable,

payable in arrears on each Regular Distribution

Date. In the event of a Failed Remarketing, we

may move up the stated maturity of the Junior

Subordinated Notes and, accordingly, the Capital
WITS Mandatory Redemption Date, to any date
on or after the Stock Purchase Date; provided that
if we are deferring interest on the Junior
Subordinated Notes at the time of the Failed

Remarketing, any new stated maturity date and

Capital WITS Mandatory Redemption Date may

not be earlier than seven years after

commencement of the deferral period.

We will exercise our rights as a secured party
with respect to the Pledged Securities under the
Collateral Agreement and, subject to applicable
law, retain the Pledged Securities or their
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proceeds and apply them against the Trust s
obligation to us under the Stock Purchase
Contract or sell them in one or more private sales.
In either case, the Trust s obligations under the
Stock Purchase Contracts would be satisfied in
full. We will issue a note, payable on the date two
years after the Stock Purchase Date and bearing
interest at the same rate (or pursuant to the same
interest rate formula) that applies to the Junior
Subordinated Notes, in the amount of any accrued
and unpaid distributions on the Normal WITS and
the Stripped WITS as of the Stock Purchase Date,
to the Property Trustee for delivery to you.

If you hold Capital WITS and elected to dispose
of them in the Remarketing, your Capital WITS
will be returned to you.

We will cause notice of any unsuccessful
Remarketings and of a Failed Remarketing to be made
publicly available.

The Reset Rate or Reset Spread will be equal to
the interest rate determined to result in proceeds from
the Remarketing of the Junior Subordinated Notes, net
of any remarketing fee, of at least 100% of the
Remarketing Value; provided that the Reset Rate or
Reset Spread may not exceed the Fixed Rate Reset Cap
or Floating Rate Reset Cap, as the case may be, in
connection with (i) any ordinary Remarketing with a
settlement date on or prior to November 15, 2011 (or,
if such day is not a business day, on or prior to the next
business day) and (ii) the first four related Remarketing
attempts following the occurrence of an Early
Settlement Event. For this purpose, the Fixed Rate
Reset Cap 1is the prevailing market yield, as
determined by the Remarketing Agent, of the
benchmark U.S. treasury security having a remaining
maturity that most closely corresponds to the period
from such date until the earliest date on which the
Junior Subordinated Notes may be redeemed at our
option in the event of a successful Remarketing, plus

basis points, or %, per annum and the
Floating Rate Reset Cap will be basis points,
or %, per annum. Since the new rate will

become effective part way through an interest period,

the first interest payment due on the Junior

Subordinated Notes after the Remarketing Settlement
78

110



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

Date will reflect the initial rate for the period from and
including the immediately preceding payment date to
but excluding the Remarketing Settlement Date and the
new rate for the period from and including the
Remarketing Settlement Date to but excluding the date
of payment.

If a Remarketing is attempted for settlement on or
after February 15, 2012 or after the fourth Remarketing
attempt following the occurrence of an Early
Settlement Event, the Reset Rate or Reset Spread will
not be subject to the Fixed Rate Reset Cap or Floating
Rate Reset Cap, as the case may be.

In connection with a Remarketing, we may elect,
in our sole discretion, to move up the stated maturity of
the Junior Subordinated Notes to any date on or after
March 15, 2015, or in the case of a Failed
Remarketing, on or after the Stock Purchase Date, and
we may change the date on and after which the Junior
Subordinated Notes are redeemable at our option to a
new date not earlier than March 15, 2015 and change
the redemption price. In the event we are deferring
interest on the Junior Subordinated Notes at the time of
the Remarketing, any new maturity or redemption date
of the Junior Subordinated Notes may not be earlier
than seven years after commencement of the deferral
period, and any new redemption price may not be less
than the principal plus accrued and unpaid interest
(including additional interest) on the Junior
Subordinated Notes. In addition, we may also elect, in
the case of a Remarketing following an Early
Settlement Event, other than the first attempt at
Remarketing, that the Junior Subordinated Notes
underlying the WITS, and our Guarantee of the WITS,
will no longer be subordinated. Any such election
would take effect, upon a successful Remarketing, on
the Remarketing Settlement Date.

The Property Trustee will give holders of Normal
WITS and Capital WITS notice of Remarketing at least
21 calendar days prior to any Remarketing Date. Such
notice will set forth:

the applicable Distribution Dates and record dates
for cash distributions on the Normal WITS and
Capital WITS;

any change to the stated maturity of the Junior
Subordinated Notes if the Remarketing is
successful;
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in the case of a Remarketing following an Early
Settlement Event or any other Remarketing after
an unsuccessful Remarketing on the first
scheduled Remarketing Date, whether the Junior
Subordinated Notes will no longer be
subordinated to our senior indebtedness;

the procedures you must follow if you hold
Normal WITS to elect to exchange your Normal
WITS for Stripped WITS and Capital WITS if the
Remarketing is successful and the date by which
such election must be made; and

the procedures you must follow if you hold
Capital WITS to elect to dispose of them in
connection with the Remarketing and the date by
which such election must be made.

Early Remarketing
If an Early Settlement Event occurs, the

Remarketing process described above will begin

earlier. The first attempted Remarketing will be on the

first following Remarketing Date that is at least

30 days after the occurrence of such Early Settlement

Event. In the event of such an Early Remarketing :
the first Remarketing attempt will be on the basis
that the WITS will be remarketed with the
underlying Junior Subordinated Notes remaining
subordinated to the same extent as when they are
originally issued (i.e., we will not have the option
to elect to remarket them as senior notes) subject
to the Floating Rate Reset Cap or the Fixed Rate
Reset Cap, as applicable;

the second, third and fourth Remarketing attempts
will be subject to the Floating Rate Reset Cap or
the Fixed Rate Reset Cap, as applicable, but the
underlying Junior Subordinated Notes may, at our
election, become senior debt; and

the fifth and last Remarketing attempt will not be
subject to the Floating Rate Reset Cap or the
Fixed Rate Reset Cap, as applicable, and the
underlying Junior Subordinated Notes may, at our
election, become senior debt.
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For example, if an Early Settlement Event (other
than as a result of the entry of an order for dissolution
of the Trust by a court of competent jurisdiction)
occurs on March 10, 2007, then the first Remarketing
attempt would be on the third business day prior to
May 15, 2007 for settlement on that date as the
Remarketing Settlement Date; if that Remarketing
fails, successive Remarketing attempts would be made
for settlement on the August 15, 2007, November 15,
2007 and February 15, 2008 Remarketing Settlement
Dates (with the Stock Purchase Date being the
September 15, December 15 or March 15, as
applicable, that is immediately thereafter, or, if any
such day is not a business day, the next business day);
and if none of those Remarketing attempts succeeds,
then the fifth and final Remarketing attempt will be
made for settlement on the May 15, 2008 Remarketing
Settlement Date, in which case the Stock Purchase
Date would be June 15, 2008, or, if such day is not a
business day, the next business day.

In the case of an Early Settlement Event resulting
from the entry of an order for dissolution of the Trust
by a court of competent jurisdiction, as described
under Description of the WITS  Liquidation
Distribution upon Dissolution, however, there shall be
only one Remarketing Date and the Reset Rate or
Reset Spread shall not be subject to the Fixed Rate
Reset Cap or Floating Rate Reset Cap, as applicable. If
the Remarketing conducted on such date is not
successful, it shall be deemed a Failed Remarketing
and the Stock Purchase Date shall be the next
succeeding March 15, June 15, September 15 or
December 15, or if such day in not a business day, the
next business day.

Except as described above, an Early Remarketing
after the occurrence of an Early Settlement Event will
be conducted as described under =~ Remarketing.
Early Settlement Events

An Early Settlement Event shall be deemed to
occur if:

our total risk-based capital ratio is less than 10%;
our tier 1 risk-based capital ratio is less than 6%;
our leverage capital ratio is less than 4%;

the Federal Reserve, in its discretion, anticipates
that we may fail one or more of the capital tests
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referred to above in the near term and delivers a
notice to us so stating; or

the Trust is dissolved pursuant to the entry of an
order for dissolution by a court of competent
jurisdiction.

In the case of the tests described in the first three
bullets, each ratio will be determined as required
pursuant to Appendix A to Regulation Y of the Federal
Reserve Board, 12 C.F.R. Part 225. The related Early
Settlement Event will be deemed to occur on the date
we file a Form FR Y-9C showing in Schedule HC-R
(or successor form) that the related capital measure has
been failed.

Payment; Exchange; Transfer

We will appoint a paying agent on or before the
Remarketing Settlement Date from whom holders of
Junior Subordinated Notes can receive payment of the
principal of and any premium and interest on the
Junior Subordinated Notes on and after such date. We
may elect to pay any interest on the Junior
Subordinated Notes by mailing a check to the person
listed as the owner of the Junior Subordinated Notes in
the security register or by wire transfer to an account
designated by that person in writing not less than ten
days before the date of the interest payment. One of
our affiliates may serve as the paying agent under the
Indenture. We will pay interest on the Junior
Subordinated Notes:

on an interest payment date to the person in

whose name that Junior Subordinated Note is

registered at the close of business on the record
date relating to that interest payment date; and

on the date of maturity or earlier redemption or
repayment to the person who surrenders such
Junior Subordinated Note at the office of our
appointed paying agent.
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Any money that we pay to a paying agent for the
purpose of making payments on the Junior
Subordinated Notes and that remains unclaimed two
years after the payments were due will, at our request,
be returned to us and after that time any holder of such
Junior Subordinated Notes can only look to us for the
payments on such Junior Subordinated Notes.

Any Junior Subordinated Notes can be exchanged
for other Junior Subordinated Notes so long as such
other Junior Subordinated Notes are denominated in
authorized denominations and have the same aggregate
principal amount and same terms as the Junior
Subordinated Notes that were surrendered for
exchange. The Junior Subordinated Notes may be
presented for registration of transfer, duly endorsed or
accompanied by a satisfactory written instrument of
transfer, at the office or agency maintained by us for
that purpose in a place of payment. There will be no
service charge for any registration of transfer or
exchange of the Junior Subordinated Notes, but we
may require holders to pay any tax or other
governmental charge payable in connection with a
transfer or exchange of the Junior Subordinated Notes.
We may at any time rescind the designation or approve
a change in the location of any office or agency, in
addition to the security registrar, designated by us
where holders can surrender the Junior Subordinated
Notes for registration of transfer or exchange.
However, we will be required to maintain an office or
agency in each place of payment for the Junior
Subordinated Notes.

Denominations

The Junior Subordinated Notes will be issued only
in registered form, without coupons, in denominations
of $1,000 each or multiples of $1,000. After the
Remarketing Settlement Date, we expect that the
Junior Subordinated Notes will be held in book-entry
form only, as described under Book-Entry System, and
will be held in the name of DTC or its nominee.
Restrictions on Certain Payments, Including on
Deferral of Interest

If:

there shall have occurred and be continuing any
event that, with the giving of notice or the lapse of
time, or both, would be an event of default with
respect to the Junior Subordinated Notes of which
we have actual knowledge and which we have not
taken reasonable steps to cure;
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the Junior Subordinated Notes are beneficially
owned by the Trust and we shall be in default
relating to our payment of any obligations under
the Guarantee;

we shall have given notice of our election to defer
payments of interest on the Junior Subordinated
Notes by extending the interest payment period
and such period, or any extension of such period,
shall be continuing; or

we have paid deferred interest to the Trust in the
form of additional subordinated notes and not yet
repaid all amounts outstanding on such notes;
then:

we shall not declare or pay any dividends or
distributions on, or redeem, purchase, acquire or
make a liquidation payment with respect to, any
shares of our capital stock;

we shall not make any payment of principal of or
interest or premium, if any, on or repay,
repurchase or redeem any debt securities issued
by us that rank equally with or junior to the Junior
Subordinated Notes (except for partial payments
of interest with respect to the Junior Subordinated
Notes); and

we shall not make any payment under any
guarantee that ranks equally with or junior to our
Guarantee related to the WITS.

81

116



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

The restrictions listed above do not apply to:

any repurchase, redemption or other acquisition of
shares of our capital stock in connection with:
any employment contract, benefit plan or other
similar arrangement with or for the benefit of
any one or more employees, officers, directors,
consultants or independent contractors;

the satisfaction of our obligations pursuant to
any contract entered into in the ordinary course
prior to the beginning of the deferral period;

a dividend reinvestment or stockholder
purchase plan; or

the issuance of our capital stock, or securities
convertible into or exercisable for such capital
stock, as consideration in an acquisition
transaction entered into prior to the applicable
event of default, default or extension period, as
the case may be;
any exchange, redemption or conversion of any
class or series of our capital stock, or the capital
stock of one of our subsidiaries, for any other
class or series of our capital stock, or of any class
or series of our indebtedness for any class or
series of our capital stock;

any purchase of fractional interests in shares of
our capital stock pursuant to the conversion or
exchange provisions of such capital stock or the
securities being converted or exchanged;

any declaration of a dividend in connection with
any rights plan, or the issuance of rights, stock or
other property under any rights plan, or the
redemption or repurchase of rights pursuant
thereto;

payments by us under any guarantee agreement
executed for the benefit of the holders of the
WITS; or

any dividend in the form of stock, warrants,
options or other rights where the dividend stock or
stock issuable upon exercise of such warrants,
options or other rights is the same stock as that on
which the dividend is being paid or ranks equally
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with or junior to such stock.
Redemption

We may from time to time redeem Junior
Subordinated Notes, in whole or in part, at any date on
or after March 15, 2015, at a redemption price equal to
100% of the principal amount thereof plus accrued and
unpaid interest, including deferred interest (if any), to
the date of redemption. In connection with a
Remarketing, we may change the date after which we
may redeem Junior Subordinated Notes to a later date
or change the redemption price as described under

Remarketing.

The Junior Subordinated Notes will not be subject
to any sinking fund and will not be redeemable at the
option of the holder.

We may not redeem the Junior Subordinated Notes
in part if the principal amount has been accelerated and
such acceleration has not been rescinded or unless all
accrued and unpaid interest has been paid in full on all
outstanding Junior Subordinated Notes for all interest
periods terminating on or before the redemption date.

Any redemption will be subject to receipt of prior
approval by the Federal Reserve, if required.

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 Junior Subordinated
Notes to be redeemed at its registered address.
However, if the Junior Subordinated Notes are
beneficially owned by the Trust, notice shall be mailed
at least 45 days but not more than 75 days before the
redemption date. Unless we default in payment of the
redemption price, on and after the redemption date,
interest will cease to accrue on the Junior Subordinated
Notes or portions thereof called for redemption.
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In the event of any redemption, neither we nor the
Indenture Trustee will be required to:

issue, register the transfer of, or exchange, Junior
Subordinated Notes during a period beginning at
the opening of business 15 days before the day of
publication or mailing of the notice of redemption
and ending at the close of business on the day of
such publication or the mailing of such notice; or

transfer or exchange any Junior Subordinated
Notes so selected for redemption, except, in the
case of any Junior Subordinated Notes being
redeemed in part, any portion thereof not to be
redeemed.
Limitation on Mergers and Sales of Assets
The Indenture generally permits a consolidation or
merger between us and another entity. It also permits
the sale or transfer by us of all or substantially all of
our property and assets. These transactions are
permitted if:
the resulting or acquiring entity, if other than us,
is organized and existing under the laws of a
domestic jurisdiction and assumes all of our
responsibilities and liabilities under the Indenture,
including the payment of all amounts due on the
debt securities and performance of the covenants
in the Indenture;

immediately after the transaction, and giving
effect to the transaction, no event of default under
the Indenture exists; and

certain other conditions as prescribed in the

Indenture are met.

If we consolidate or merge with or into any other
entity or sell or lease all or substantially all of our
assets according to the terms and conditions of the
Indenture, the resulting or acquiring entity will be
substituted for us in such Indenture with the same
effect as if it had been an original party to the
Indenture. As a result, such successor entity may
exercise our rights and powers under the Indenture, in
our name and, except in the case of a lease of all or
substantially all of our properties and assets, we will be
released from all our liabilities and obligations under
the Indenture and under the Junior Subordinated Notes.
Events of Default, Waiver and Notice
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An event of default, when used in the Indenture,
means any of the following:

non-payment of interest after deferral for 14 or

more consecutive semi-annual interest periods or

the equivalent thereof, in the event that interest

periods are other than semi-annual:

termination of the Trust without redemption of the
WITS, distribution of the Junior Subordinated
Notes to holders of Capital WITS and, if such
termination occurs prior to the Stock Purchase
Date, or if earlier, the Remarketing Settlement
Date, the holders of the Normal WITS, or
assumption of Wachovia s obligations under the
Junior Subordinated Notes by its successor;

bankruptcy of Wachovia; or

receivership of its lead bank.

If an event of default under the Indenture occurs
and continues, the Indenture Trustee or the holders of
at least 25% in aggregate principal amount of the
outstanding Junior Subordinated Notes may declare the
entire principal and all accrued but unpaid interest of
all Junior Subordinated Notes to be due and payable
immediately. If the Indenture Trustee or the holders of
Junior Subordinated Notes do not make such
declaration and the Junior Subordinated Notes are
beneficially owned by the Trust or trustee of the Trust,
the Property Trustee or the holders of at least 25% in
aggregate liquidation amount of the
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Capital WITS and, if such termination occurs prior to
the Stock Purchase Date or, if earlier, the Remarketing
Settlement Date, the holders of the Normal WITS shall
have such right.

If such a declaration occurs, the holders of a
majority of the aggregate principal amount of the
outstanding Junior Subordinated Notes can, subject to
certain conditions (including, if the Junior
Subordinated Notes are held by a trust or the trustee of
the Trust, the consent of the holders of at least a
majority in aggregate liquidation amount of the Capital
WITS and, if such termination occurs prior to the
Stock Purchase Date or, if earlier, the Remarketing
Settlement Date, the Normal WITS), rescind the
declaration. If the holders of the Junior Subordinated
Notes do not rescind such declaration and the Junior
Subordinated Notes are beneficially owned by the
Trust or trustee of the Trust, the holders of at least a
majority in aggregate liquidation amount of the WITS
shall have such right.

The holders of a majority in aggregate principal
amount of the outstanding Junior Subordinated Notes
may waive any past default, except:

a default in payment of principal of or any
premium or interest; or

a default under any provision of the Indenture that
itself cannot be modified or amended without the
consent of the holder of each outstanding Junior
Subordinated Note.

If the Junior Subordinated Notes are beneficially
owned by the Trust or a trustee of the Trust, any such
waiver shall require a consent of the holders of at least
a majority in aggregate liquidation amount of the
Normal WITS and the Capital WITS. If the holders of
Junior Subordinated Notes do not waive such default,
the holders of a majority in aggregate liquidation
amount of the Capital WITS and, if such consent is
requested prior to the Stock Purchase Date or, if
earlier, the Remarketing Settlement Date, the Normal
WITS, shall have such right.

The holders of a majority in principal amount of
the Junior Subordinated Notes shall have the right to
direct the time, method and place of conducting any
proceeding for any remedy available to the Indenture
Trustee.

We are required to file an officers certificate with
the Indenture Trustee each year that states, to the
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knowledge of the certifying officer, whether or not any
defaults exist under the terms of the Indenture.

If the Junior Subordinated Notes are beneficially
owned by the Trust or a trustee of the Trust, a holder of
the Capital WITS and, if such termination occurs prior
to the Stock Purchase Date or, if earlier, the
Remarketing Settlement Date, a holder of Normal
WITS, may institute a direct action against us if we fail
to make interest or other payments on the Junior
Subordinated Notes when due, taking into account any
extension period. A direct action may be brought
without first:

directing the Property Trustee to enforce the terms

of the Junior Subordinated Notes; or

suing us to enforce the Property Trustee s rights
under the Junior Subordinated Notes.

This right of direct action cannot be amended in a
manner that would impair the rights of the holders of
the Capital WITS and, if such amendment occurs prior
to the Stock Purchase Date or, if earlier, the
Remarketing Settlement Date, the holders of the
Normal WITS, thereunder without the consent of all
such holders.

Actions Not Restricted by Indenture

The Indenture does not contain restrictions on our

ability to:
incur, assume or become liable for any type of
debt or other obligation;

create liens on our property for any purpose; or

pay dividends or make distributions on our capital
stock or repurchase or redeem our capital stock,
except as set forth under ~ Restrictions on Certain
Payments, Including on Deferral of Interest
above.
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The Indenture does not require the maintenance of
any financial ratios or specified levels of net worth or
liquidity. In addition, the Indenture does not contain
any provisions that would require us to repurchase or
redeem or modify the terms of any of the Junior
Subordinated Notes upon a change of control or other
event involving us that may adversely affect the
creditworthiness of the Junior Subordinated Notes.

No Protection in the Event of a Highly Leveraged
Transaction

The Indenture does not protect holders from a
sudden and dramatic decline in credit quality resulting
from takeovers, recapitalizations, or similar
restructurings or other highly leveraged transactions.
Distribution of the Junior Subordinated Notes

If the Junior Subordinated Notes are owned by the
Trust, under circumstances involving the dissolution of
the Trust, the Junior Subordinated Notes may be
distributed to the holders of the Trust securities in
liquidation of the Trust, provided that any required
regulatory approval is obtained. See Description of the
WITS Liquidation Distribution upon Dissolution.
Modification of Indenture

Under the Indenture, certain of our rights and
obligations and certain of the rights of holders of the
Junior Subordinated Notes may be modified or
amended with the consent of the holders of at least a
majority of the aggregate principal amount of the
outstanding Junior Subordinated Notes. However, the
following modifications and amendments will not be
effective against any holder without its consent:

a change in the stated maturity date of any
payment of principal or interest, including any
additional interest, except as expressly permitted
in connection with a Remarketing;

a reduction in or change in the manner of
calculating payments due on the Junior
Subordinated Notes, except as expressly permitted
in connection with a Remarketing;

a change in the place of payment or currency in
which any payment on the Junior Subordinated
Notes is payable;

a limitation of a holder s right to sue us for the

enforcement of payments due on the Junior
Subordinated Notes;
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a reduction in the percentage of outstanding
Junior Subordinated Notes required to consent to
a modification or amendment of the Indenture or
required to consent to a waiver of compliance
with certain provisions of the Indenture or certain
defaults under the Indenture;

a reduction in the requirements contained in the
Indenture for quorum or voting; and

a modification of any of the foregoing
requirements contained in the Indenture.

Under the Indenture, the holders of at least a
majority of the aggregate principal amount of the
outstanding Junior Subordinated Notes may, on behalf
of all holders of the Junior Subordinated Notes, waive
compliance by us with any covenant or condition
contained in the Indenture.

If the Junior Subordinated Notes are held by or on
behalf of the Trust, no modification may be made that
adversely affects the holders of the WITS in any
material respect, and no termination of the Indenture
may occur, and no waiver of any compliance with any
covenant will be effective without the prior consent of
a majority in liquidation amount of each class of WITS
so affected. If the consent of the holder of each
outstanding Junior Subordinated Note is required for
such modification or waiver, no such modification or
waiver shall be effective without the prior consent of
each holder of the WITS so affected.
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We and the Indenture Trustee may execute,
without the consent of any holder of Junior
Subordinated Notes, any supplemental indenture for
the purposes of:

reflecting any modifications to the terms of the
Notes pursuant to the terms of the Indenture with
respect to a Remarketing;

evidencing the succession of another corporation
to us, and the assumption by such successor of our
covenants contained in the Indenture and the
Junior Subordinated Notes;

adding covenants of us for the benefit of the
holders of the Junior Subordinated Notes,
transferring any property to or with the Indenture
Trustee or surrendering any of our rights or
powers under the Indenture;

adding any additional events of default for the
Junior Subordinated Notes;

changing or eliminating any restrictions on the
payment of principal or premium, if any, on
Junior Subordinated Notes in registered form,
provided that any such action shall not adversely
affect the interests of the holders of the Junior
Subordinated Notes of any series in any material
respect;

evidencing and providing for the acceptance of
appointment under the Indenture by a successor
trustee with respect to the Junior Subordinated
Notes;

curing any ambiguity, correcting or
supplementing any provision in the Indenture that
may be defective or inconsistent with any other
provision therein or making any other provisions
with respect to matters or questions arising under
the Indenture that shall not be inconsistent with
any provision therein, provided that such other
provisions shall not adversely affect the interests
of the holders of the Junior Subordinated Notes in
any material respect or, if the Junior Subordinated
Notes are beneficially owned by the Trust and for
so long as any of the WITS shall remain
outstanding, the holders of the WITS; or
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adding to, changing or eliminating any provision
of the Indenture as shall be necessary or desirable
in accordance with any amendments to the Trust
Indenture Act, provided that such action shall not
adversely affect the interest of the holders of the
Junior Subordinated Notes in any material
respect.
Governing Law
The Indenture and the Junior Subordinated Notes
will be governed by, and construed in accordance with,
the laws of the State of New York.
The Indenture Trustee
The Indenture Trustee will have all of the duties
and responsibilities specified under the Trust Indenture
Act. Other than its duties in a case of default, the
Indenture Trustee is under no obligation to exercise
any of the powers under the Indenture at the request,
order or direction of any holders of Junior
Subordinated Notes unless offered reasonable
indemnification.
Miscellaneous
We or our affiliates may from time to time
purchase any of the Junior Subordinated Notes that are
then outstanding by tender, in the open market or by

private agreement.
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DESCRIPTION OF THE GUARANTEE

The following is a summary of some of the terms of
the Guarantee. This summary, together with the
summary of some of the provisions of the related
documents described below, contains a description of
the material terms of the Guarantee but is not
necessarily complete. We refer you to the documents
referred to in the following description, copies of
which are available upon request as described above
under Where You Can Find More Information.
General

The following payments on the WITS, also
referred to as the guarantee payments, if not fully
paid by the Trust, will be paid by us under a guarantee,
or Guarantee, that we will execute and deliver for the
benefit of the holders of WITS. Pursuant to the
Guarantee, we will irrevocably and unconditionally
agree to pay in full the guarantee payments, without
duplication:

any accumulated and unpaid distributions
required to be paid on each class of WITS, to the
extent the Trust has funds available to make the
payment;

the redemption price for any WITS called for
redemption other than in connection with a
redemption of Capital WITS in exchange for
Junior Subordinated Notes, to the extent the Trust
has funds available to make the payment; and

upon a voluntary or involuntary dissolution,
winding-up or liquidation of the Trust, other than
in connection with a distribution of a like amount
of corresponding assets to the holders of the
WITS, the lesser of:
the aggregate of the liquidation amount and all
accumulated and unpaid distributions on the
WITS to the date of payment, to the extent the
Trust has funds available to make the
payment; and

the amount of assets of the Trust remaining
available for distribution to holders of the
WITS upon liquidation of the Trust.

Our obligation to make a guarantee payment may
be satisfied by direct payment of the required amounts
by us to the holders of the WITS or by causing the
Trust to pay the amounts to the holders.
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If we do not make a required payment on the
Junior Subordinated Notes or the Stock Purchase
Contracts or, after the Stock Purchase Date, a regular
dividend payment on the Preferred Stock, the Trust
will not have sufficient funds to make the related
payments on the relevant classes of WITS. The
Guarantee does not cover payments on the WITS when
the Trust does not have sufficient funds to make these
payments. If we do not pay any amounts on the Junior
Subordinated Notes or the Stock Purchase Contracts
when due, holders of the relevant classes of WITS will
have to rely on the enforcement by the Property
Trustee of its rights as registered holder of the Junior
Subordinated Notes and Stock Purchase Contracts or
proceed directly against us for payment of any amounts
due on the Junior Subordinated Notes and Stock
Purchase Contracts. See ~ Status of the Guarantee
below. Because we are a holding company, our rights
to participate in the assets of any of our subsidiaries
upon the subsidiary s liquidation or reorganization will
be subject to the prior claims of the subsidiary s
creditors except to the extent that we may ourselves be
a creditor with recognized claims against the
subsidiary. The Guarantee does not limit the incurrence
or issuance by us of other secured or unsecured
indebtedness.

The Guarantee will be qualified as an indenture
under the Trust Indenture Act. U.S. Bank National
Association will act as  Guarantee Trustee for the
Guarantee for purposes of compliance with the
provisions of the Trust Indenture Act. The Guarantee
Trustee will hold the Guarantee for the benefit of the
holders of the WITS.
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Effect of the Guarantee

The Guarantee, when taken together with our
obligations under the Indenture and Stock Purchase
Contracts and the Trust s obligations under the
Trust Agreement, including the obligations to pay
costs, expenses, debts and liabilities of the Trust, other
than with respect to the Trust securities, has the effect
of providing a full and unconditional guarantee on a
subordinated basis of payments due on the WITS. See

Relationship among WITS, Junior Subordinated Notes,
Stock Purchase Contracts and Guarantee.

We will also agree separately to irrevocably and
unconditionally guarantee the obligations of the Trust
with respect to the Trust Common Securities to the
same extent as the Guarantee.

Status of the Guarantee
The Guarantee will be unsecured and will rank:

subordinate and junior in right of payment to all
our senior debt in the same manner as our Junior
Subordinated Notes as set forth in the

Indenture; and

equally with all other guarantees for payments on
WITS that we issue in the future to the extent the
related subordinated notes by their terms rank
pari passu with the Junior Subordinated Notes,
our subordinated notes that we issue in the future
to the extent that by their terms rank pari passu
with the Junior Subordinated Notes and any of our
other present or future obligations that by their
terms rank pari passu with such Guarantee.

The Guarantee will constitute a guarantee of
payment and not of collection, which means that the
guaranteed party may sue the guarantor to enforce its
rights under the Guarantee without suing any other
person or entity. The Guarantee will be held for the
benefit of the holders of the WITS. The Guarantee will
be discharged only by payment of the guarantee
payments in full to the extent not paid by the Trust.
Amendments and Assignment

The Guarantee may be amended only with the
prior approval of the holders of not less than a majority
in aggregate liquidation amount of the outstanding
WITS. The holders of Normal WITS, Stripped WITS
and Capital WITS will also be entitled to vote
separately to the extent that any proposed amendment
would not affect each class in the same or substantially
the same manner. No vote will be required, however,
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for any changes that do not adversely affect the rights
of holders of the WITS in any material respect. All
guarantees and agreements contained in the Guarantee
will bind our successors, assignees, receivers, trustees
and representatives and will be for the benefit of the
holders of the WITS then outstanding.
Termination of the Guarantee

The Guarantee will terminate:

upon full payment of the redemption price of all

WITS; or

upon full payment of the amounts payable in

accordance with the Trust Agreement upon

liquidation of the Trust.
The Guarantee will continue to be effective or will be
reinstated, as the case may be, if at any time any holder
of WITS must restore payment of any sums paid under
the WITS or the Guarantee.
Events of Default

An event of default under the Guarantee will occur
if we fail to perform any payment obligation or if we
fail to perform any other obligation under the
Guarantee and such default remains unremedied for
30 days.
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The holders of a majority in liquidation amount of
the relevant class or classes of WITS 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. Any holder of
WITS may institute a legal proceeding directly against
us to enforce the Guarantee Trustee s rights and our
obligations under the Guarantee, without first
instituting a legal proceeding against the Trust, the
Guarantee Trustee or any other person or entity.

As guarantor, we are required to file annually with
the Guarantee Trustee a certificate as to whether or not
we are in compliance with all applicable conditions
and covenants under the Guarantee.

Information Concerning the Guarantee Trustee

Prior to the occurrence of an event of default
relating to the Guarantee, the Guarantee Trustee is
required to perform only the duties that are specifically
set forth in the Guarantee. Following the occurrence of
an event of default, the Guarantee Trustee will exercise
the same degree of care as a prudent individual would
exercise in the conduct of his or her own affairs.
Provided that the foregoing requirements have been
met, the Guarantee Trustee is under no obligation to
exercise any of the powers vested in it by the
Guarantee at the request of any holder of WITS, unless
offered indemnity satisfactory to it against the costs,
expenses and liabilities which might be incurred
thereby.

We and our affiliates may maintain certain
accounts and other banking relationships with the
Guarantee Trustee and its affiliates in the ordinary
course of business.

Governing Law

The Guarantee will be governed by and construed

in accordance with the laws of the State of New York.
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RELATIONSHIP AMONG WITS, JUNIOR
SUBORDINATED
NOTES, STOCK PURCHASE CONTRACTS AND
GUARANTEE
As set forth in the Trust Agreement, the exclusive
purposes of the Trust are:

issuing the Trust securities representing beneficial
interests in the Trust;

investing the gross proceeds of the Trust
securities in the Junior Subordinated Notes;

entering into the Stock Purchase Contract
Agreement and holding the Stock Purchase
Contracts;

holding Junior Subordinated Notes, certain

U.S. treasury securities and cash, and pledging
them to secure the Trust s obligations under the
Stock Purchase Contracts;

purchasing the Preferred Stock pursuant to the
Stock Purchase Contracts on the Stock Purchase
Date and holding it thereafter;

selling Junior Subordinated Notes in a
Remarketing; and

engaging in only those activities necessary or

incidental thereto.

As long as payments of interest, Contract
Payments and other payments are made when due on
the Junior Subordinated Notes and the Stock Purchase
Contracts and dividends are declared and paid on the
Preferred Stock, those payments will be sufficient to
cover the distributions and payments due on the Trust
securities. This is due to the following factors:

prior to the Stock Purchase Date the Trust will

hold an aggregate principal amount of Junior

Subordinated Notes and aggregate stated amount

of Stock Purchase Contracts equal to the sum of

the aggregate liquidation amount of the Normal

WITS and Trust Common Securities, the

combined interest rate on the Junior Subordinated

Notes and Contract Payment rate on the Stock

Purchase Contracts will match the distribution

rate on the Normal WITS and Trust Common

Securities and the interest, Contract Payment and
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other payment dates on the Junior Subordinated
Notes and the Stock Purchase Contracts will
match the Distribution Dates for the Normal
WITS and Trust Common Securities;

the Trust will hold an aggregate principal amount
of Qualifying Treasury Securities and aggregate
stated amount of Stock Purchase Contracts equal
to the aggregate stated liquidation amount of the
Stripped WITS, the Contract Payment rate on the
Stock Purchase Contracts will match the
distribution rate on the Stripped WITS, the
entitlement to additional distributions on the
Stripped WITS in respect of the Qualifying
Treasury Securities will match the amount of such
distributions to which the Trust is entitled under
the Collateral Agreement and the Contract
Payment and other payment dates on the Stock
Purchase Contracts will match the Distribution
Dates for the Stripped WITS;

the Trust will hold an aggregate principal amount
of Junior Subordinated Notes equal to the
aggregate stated liquidation amount of the Capital
WITS and the interest rate and interest payment
dates on the Junior Subordinated Notes will match
the distribution rate and payment dates on the
Capital WITS;

after the Stock Purchase Date, the Trust will hold
an aggregate Liquidation Preference of Preferred
Stock equal to the aggregate liquidation amount
of Normal WITS and Trust Common Securities
and the dividend payment rates and dates on the
Preferred Stock will match the distribution
payment rates and dates on the Normal WITS and
the Trust Common Securities;

under the Guarantee Agreement, we will pay, and
the Trust will not be obligated to pay, directly or
indirectly, all costs, expenses, debts and
obligations of the Trust, other than those relating
to such Trust securities; and

the Trust Agreement further provides that the
trustees may not cause or permit the Trust to
engage in any activity that is not consistent with
the purposes of the Trust.
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To the extent that funds are available, we
guarantee payments of distributions and other
payments due on the Trust securities to the extent
described in this prospectus. If we do not make interest
payments on the Junior Subordinated Notes, Contract
Payments on the Stock Purchase Contracts or dividend
payments on the Preferred Stock, the Trust will not
have sufficient funds to pay distributions on the Trust
securities. The Guarantee is a subordinated guarantee
in relation to the Trust securities. The Guarantee does
not apply to any payment of distributions unless and
until the Trust has sufficient funds for the payment of
such distributions. See Description of the Guarantee.

We have the right to set off any payment that we
are otherwise required to make under the Indenture or
the Stock Purchase Contracts with any payment that
we have previously made or are concurrently on the
date of such payment making under the Guarantee.

The Guarantee covers the payment of distributions
and other payments on the Trust securities only if and
to the extent that we have made a payment of interest
or principal or other payments on the Junior
Subordinated Notes, Contract Payments on the Stock
Purchase Contracts and dividends or redemption
payments on the Preferred Stock, as applicable. The
Guarantee, when taken together with our obligations
under the Junior Subordinated Notes and the Indenture,
our obligations under the Stock Purchase Contracts and
our obligations under the Trust Agreement, will
provide a full and unconditional guarantee of
distributions, redemption payments and liquidation
payments on the Trust securities.

If we fail to make interest or other payments on
the Junior Subordinated Notes when due, taking into
account any deferral period, the Trust Agreement
allows the holders of the Normal WITS and Capital
WITS to direct the Property Trustee to enforce its
rights under the Junior Subordinated Notes. If the
Property Trustee fails to enforce these rights, any
holder of Normal WITS or Capital WITS may directly
sue us to enforce such rights without first suing the
Property Trustee or any other person or entity.

A holder of Normal WITS or Capital WITS may
institute a direct action if we fail to make interest or
other payments on the Junior Subordinated Notes when
due, taking into account any extension period. A direct
action may be brought without first:
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directing the Property Trustee to enforce the terms
of the Junior Subordinated Notes; or

suing us to enforce the Property Trustee s rights
under the Junior Subordinated Notes.

If we fail to make Contract Payments on the Stock
Purchase Contracts when due, taking into account any
extension period, the Trust Agreement allows the
holders of the Normal WITS and Stripped WITS to
direct the Property Trustee to enforce its rights under
the Stock Purchase Contracts. If the Property Trustee
fails to enforce these rights, any holder of Normal
WITS or Stripped WITS may directly sue us to enforce
such rights without first suing the Property Trustee or
any other person or entity.

A holder of Normal WITS or Stripped WITS may
institute a direct action if we fail to make Contract
Payments on the Stock Purchase Contracts when due,
taking into account any extension period. A direct
action may be brought without first:

directing the Property Trustee to enforce the terms

of the Stock Purchase Contracts; or

suing us to enforce the Property Trustee s rights
under the Stock Purchase Contracts.

We acknowledge that the Guarantee Trustee will
enforce the Guarantee on behalf of the holders of the
Normal WITS, Stripped WITS and Capital WITS. If
we fail to make payments under the Guarantee, the
holders of the Normal WITS, Stripped WITS and
Capital WITS may direct the Guarantee Trustee to
enforce its rights under such Guarantee. If the
Guarantee Trustee fails to enforce the Guarantee, any
holder of Normal WITS, Stripped WITS or Capital
WITS may directly sue us to enforce the Guarantee
Trustee s rights under the Guarantee. Such holder need
not first sue the Trust, the Guarantee Trustee, or any
other person or entity. A holder of Normal WITS,
Stripped WITS or Capital WITS may also directly sue
us to enforce such holder s right to receive payment
under the Guarantee. Such holder need not first direct
the Guarantee Trustee to enforce the terms of the
Guarantee or sue the Trust or any other person or
entity.

91

135



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

We and the Trust believe that the above
mechanisms and obligations, taken together, are
equivalent to a full and unconditional guarantee by us
of payments due on the Normal WITS, Stripped WITS
and Capital WITS.

Limited Purpose of Trust

The Trust securities evidence beneficial interests
in the Trust. A principal difference between the rights
of a holder of a Trust security and a holder of Junior
Subordinated Notes, Stock Purchase Contracts or
Preferred Stock is that a holder of Junior Subordinated
Notes, Stock Purchase Contracts or Preferred Stock
would be entitled to receive from the issuer the
principal amount of and interest accrued on such Junior
Subordinated Notes, Contracts Payments on and stock
issued under such Stock Purchase Contracts, and
dividends, redemption payments and payment upon
liquidation in respect of Preferred Stock, as the case
may be, while a holder of Trust securities is entitled to
receive distributions from the Trust, or from us under
the Guarantee, if and to the extent the Trust has funds
available for the payment of such distributions.

Rights upon Dissolution

Upon any voluntary or involuntary dissolution of
the Trust holders of each class of WITS will receive
the distributions described under Description of the
WITS Liquidation Distribution upon Dissolution.
Upon any voluntary or involuntary liquidation or
bankruptcy of Wachovia, the Property Trustee, as
holder of the Junior Subordinated Notes, would be a
subordinated creditor of Wachovia, subordinated in
right of payment to all indebtedness senior to the
Junior Subordinated Notes as set forth in the Indenture,
but entitled to receive payment in full of principal and
interest before any of our stockholders receive
distributions, and as holder of the Preferred Stock,
would also be a preferred stockholder of Wachovia,
entitled to the preferences upon liquidation described
under Description of the Preferred Stock. Since we are
the guarantor under the Guarantee and have agreed to
pay for all costs, expenses and liabilities of the Trust,
other than the Trust s obligations to the holders of the
Trust securities, the positions of a holder of WITS
relative to other creditors and to our stockholders in the
event of liquidation or bankruptcy are expected to be
substantially the same as if that holder held the
corresponding assets of the Trust directly.
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DESCRIPTION OF THE PREFERRED STOCK

The following is a summary of some of the terms of
the Preferred Stock we will issue to the Trust pursuant
to the Stock Purchase Contracts. This summary
contains a description of the material terms of the
Preferred Stock but is not necessarily complete. We
refer you to the documents referred to in the following
description, copies of which are available upon request
as described above under Where You Can Find More
Information.

Authorized Preferred Stock

Our authorized preferred stock consists of
10,000,000 shares of preferred stock, no par value,
40,000,000 shares of Class A preferred stock, no par
value (including the Preferred Stock), and 500,000,000
Dividend Equalization Preferred shares, no par value.
As of September 30, 2005, no shares of preferred stock
or Class A preferred stock were issued and
outstanding, and approximately 97 million Dividend
Equalization Preferred shares were issued and
outstanding in connection with the merger of the
former Wachovia Corporation and First Union
Corporation. Wachovia has filed articles of amendment
designating the terms of the Preferred Stock with the
Secretary of State of the State of North Carolina.
Wachovia will not issue any shares of Preferred Stock
prior to the Stock Purchase Date.

General

When issued, the Preferred Stock will be validly
issued, fully paid, and non-assessable. The holders of
the Preferred Stock will have no preemptive rights with
respect to any shares of Wachovia s capital stock or any
of its other securities convertible into or carrying rights
or options to purchase any such capital stock.

The holders of Preferred Stock will be entitled to
receive non-cumulative cash dividends when, as and if
declared out of assets legally available for payment in
respect of such Preferred Stock by Wachovia s board of
directors in its sole discretion. In the event Wachovia
does not declare dividends or does not pay dividends in
full on the Preferred Stock on any date on which
dividends are due, then such unpaid dividends will not
cumulate and will no longer accrue and be payable.

When issued, the Preferred Stock will have a fixed
liquidation preference, or Liquidation Preference, of
$100,000 per share, or $ in the aggregate, on a
liquidation, dissolution or winding-up of the affairs of
Wachovia, holders of Preferred Stock will be entitled
to receive such Liquidation Preference per share,
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together with an amount equal to all accrued and
unpaid dividends for the then-current Dividend Period
to the date of payment. The Preferred Stock is
perpetual and will not be convertible into shares of
Wachovia common stock or any other class or series of
its capital stock, and will not be subject to any sinking
fund or other obligation for their repurchase or
retirement.

We will issue the Preferred Stock to the Trust on
the Stock Purchase Date. Unless the Trust is dissolved
after the Stock Purchase Date and prior to the
redemption of the Preferred Stock, holders of Normal
WITS and Stripped WITS will not receive shares of
Preferred Stock, and their interest in the Preferred
Stock will be represented from and after the Stock
Purchase Date by their Normal WITS or Stripped
WITS. Since the Preferred Stock will be held by the
Property Trustee, holders of Normal WITS or Stripped
WITS will only be able to exercise voting or other
rights with respect to the Preferred Stock through the
Property Trustee.

Rank

The Preferred Stock will rank senior to our
common stock and to any other securities that we may
issue in the future that are subordinate to the Preferred
Stock. As of the date hereof, there are no shares of our
authorized preferred stock that would rank senior to the
Preferred Stock authorized, issued or outstanding,
except that upon any liquidation, dissolution or
winding-up of Wachovia, the Dividend Equalization
Preferred shares will be entitled to a liquidation
preference of $0.01 per share prior to the distribution
of any amounts in respect of the Preferred Stock. We
may authorize and issue additional
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shares of preferred stock that may rank junior to, on
parity with or senior to the Preferred Stock as to
dividend rights and rights upon liquidation,
winding-up, or dissolution without the consent of the
holders of the Preferred Stock. Each series of our
authorized preferred stock will, with respect to
dividend rights and rights upon Wachovia s liquidation,
dissolution or winding-up, rank prior or superior to
common stock. All shares of each series of our
authorized preferred stock will be of equal rank with
each other. The Preferred Stock and any other series of
Class A preferred stock will rank equal or junior to, but
not prior or superior to, any series of preferred stock.
With respect to the payment of dividends and
amounts upon liquidation, the Preferred Stock will
rank equally with any other class or series of our stock
that ranks on a par with the Preferred Stock in the
payment of dividends and in the distribution of assets
on any liquidation, dissolution or winding-up of
Wachovia, if any, or  Parity Stock, and will rank
senior to our common stock and any other class or
series of our stock over which the Preferred Stock has
preference or priority in the payment of dividends or in
the distribution of assets on any liquidation, dissolution
or winding-up of Wachovia, or Junior Stock. In
particular, during a Dividend Period no dividend will
be paid or declared and no distribution will be made on
any Junior Stock, other than a dividend payable solely
in Junior Stock, no shares of Junior Stock shall be
repurchased, redeemed or otherwise acquired for
consideration by us, directly or indirectly (other than as
a result of reclassification of Junior Stock for or into
Junior Stock, or the exchange or conversion of one
share of Junior Stock for or into another share of Junior
Stock, and other than through the use of the proceeds
of a substantially contemporaneous sale of other shares
of Junior Stock), nor shall any monies be paid to or
made available for a sinking fund for the redemption of
any such securities by us, and no shares of Parity Stock
shall be purchased, redeemed or otherwise acquired for
consideration by us otherwise than pursuant to pro rata
offers to purchase all, or a pro rata portion, of the
Preferred Stock and such Parity Stock except by
conversion into or exchange for Junior Stock, unless
full dividends for such Dividend Period on all
outstanding shares of Preferred Stock have been paid
or declared and a sum sufficient for the payment
thereof set aside. However, the foregoing provision
shall not restrict the ability of Wachovia Securities, or
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any other affiliate, to engage in any market-making
transactions in our Junior Stock or Parity Stock in the
ordinary course of business.

For any Dividend Period in which dividends are
not paid in full upon the Preferred Stock and other
Parity Stock having the same restrictions on the
declaration and payment of dividends as the Preferred
Stock, all dividends declared for such Dividend Period
with respect to the Preferred Stock and such other
Parity Stock shall be declared on a pro rata basis.
Dividends

Dividends on shares of Preferred Stock will not be
mandatory. Holders of the Preferred Stock will be
entitled to receive, if, when, and as declared by our
board of directors out of legally available assets,
non-cumulative cash dividends on the Liquidation
Preference, which is $100,000 per share of Preferred
Stock. These dividends will be payable on the
following dates, or Dividend Payment Dates : (1) if
the Preferred Stock is issued prior to March 15, 2011,
semi-annually in arrears on each March 15 and
September 15 through March 15, 2011 and (2) from
and including the later of March 15, 2011 and the date
of issuance, quarterly in arrears on each March 15,
June 15, September 15 and December 15 (or, if such
day is not a business day, the next business day). We
refer to the period from and including the date of
issuance of the Preferred Stock or any Dividend
Payment Date to but excluding the next Dividend
Payment Date as a Dividend Period. For any
Dividend Period ending prior to March 15, 2011,
dividends will accrue at a rate per annum equal to

%, which is the same rate as the combined rate at
which Contract Payments and interest on the Junior
Subordinated Notes would have accrued, and for any
Dividend Period ending after March 15, 2011,
dividends will accrue at a rate per annum equal to the
greater of (x) Three-Month LIBOR for the related
Dividend Period plus % and (y) %. In the
case that any date on which dividends are payable on
the Preferred Stock is not a business day, then payment
of the dividend payable on that date will be made on
the next succeeding day that is a business day.

However, no interest or other payment shall be paid in
respect of the delay. The record date for payment of
dividends on the Preferred Stock will be the last day of
the immediately preceding calendar month during
which the Dividend Payment Date falls. The amount of
dividends payable for any Dividend Period prior to the
later of
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March 15, 2011 and the Stock Purchase Date will be
calculated on the basis of a 360-day year consisting of
twelve 30-day months and dividends for periods
beginning on or after such date will be calculated on
the basis of a 360-day year and the number of days
actually elapsed.

Three-Month LIBOR means, with respect to any
Dividend Period beginning on or after the later of
March 15, 2011 and the Stock Purchase Date, the rate
(expressed as a percentage per annum) for deposits in
U.S. dollars for a three-month period commencing on
the first day of that Dividend Period that appears on
Telerate Page 3750 as of 11:00 a.m. (London time) on
the second London Banking Day preceding the first
day of that Dividend Period. If the rate described above
does not appear on Telerate Page 3750, Three-Month
LIBOR will be determined on the basis of the rates at
which deposits in U.S. dollars for a three-month period
commencing on the first day of that Dividend Period
and in a principal amount of not less than $1,000,000
are offered to prime banks in the London interbank
market by four major banks in the London interbank
market selected by us, at approximately 11:00 a.m.,
London time, on the second London Banking Day
preceding the first day of that Dividend Period.
Wachovia Bank, N.A., as calculation agent for the
Preferred Stock, will request the principal London
office of each of such banks to provide a quotation of
its rate. If at least two such quotations are provided,
Three-Month LIBOR with respect to that Dividend
Period will be the arithmetic mean (rounded upward if
necessary to the nearest .00001 of 1%) of such
quotations. If fewer than two quotations are provided,
Three-Month LIBOR with respect to that Dividend
Period will be the arithmetic mean (rounded upward if
necessary to the nearest .00001 of 1%) of the rates
quoted by three major banks in New York, New York,
selected by the calculation agent, at approximately
11:00 a.m., New York City time, on the first day of
that Dividend Period for loans in U.S. dollars to
leading European banks for a three-month period
commencing on the first day of that Dividend Period
and in a principal amount of not less than $1,000,000.
However, if the banks selected by the calculation agent
to provide quotations are not quoting as described
above, Three-Month LIBOR for that Dividend Period
will be the same as Three-Month LIBOR as
determined for the previous Dividend Period, or in the
case of the first Dividend Period, the most recent rate
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that could have been determined in accordance with
the first sentence of this paragraph had the Preferred
Stock been outstanding. The calculation agent s
establishment of Three-Month LIBOR and calculation
of the amount of dividends for each Dividend Period
will be on file at our principal offices, will be made
available to any holder of Preferred Stock upon request
and will be final and binding in the absence of manifest
error.

London Banking Day means any day on which
commercial banks are open for general business
(including dealings in deposits in U.S. dollars) in
London.

Telerate Page 3750 means the display page so
designated on the Moneyline/ Telerate Service (or such
other page as may replace that page on that service, or
such other service as may be nominated as the
information vendor, for the purpose of displaying rates
or prices comparable to the London Interbank Offered
Rate for U.S. dollar deposits).

The right of holders of Preferred Stock to receive
dividends is non-cumulative. If our board of directors
does not declare a dividend on the Preferred Stock or
declares less than a full dividend in respect of any
Dividend Period, the holders of the Preferred Stock
will have no right to receive any dividend or a full
dividend, as the case may be, for that Dividend Period,
and we will have no obligation to pay a dividend or to
pay full dividends for that Dividend Period, whether or
not dividends are declared and paid for any future
Dividend Period with respect to the Preferred Stock,
Parity Stock, Junior Stock or any other class or series
of our authorized preferred stock.

When dividends are not paid in full upon the
Preferred Stock and any other Parity Stock, dividends
upon that stock will be declared on a proportional basis
so that the amount of dividends declared per share will
bear to each other the same ratio that accrued
dividends for the current Dividend Period per share on
the Preferred Stock, and accrued dividends, including
any accumulations on such Parity Stock, bear to each
other. No interest will be payable in respect of any
dividend payment on such offered stock that may be in
arrears. If we determine not to pay any dividend or a
full dividend, we will provide prior written notice to
the Property Trustee, who will notify holders of
Normal WITS and Stripped WITS, if then outstanding,
and the administrative trustees.
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We have agreed not to make any payment of
principal of or interest on, repay or redeem any debt
securities ranking pari passu or junior to the junior
subordinated debentures issued under various
indentures if, at that time, there is a default under the
applicable indenture or we have delayed interest
payments thereon. Currently, there is $3.1 billion
aggregate principal amount of junior subordinated
debentures outstanding under these indentures.

We are subject to various general regulatory
policies and requirements relating to the payment of
dividends, including requirements to maintain adequate
capital above regulatory minimums. The Federal
Reserve is authorized to determine, under certain
circumstances relating to the financial condition of a
bank holding company, such as us, that the payment of
dividends would be an unsafe or unsound practice and
to prohibit payment thereof. In addition, we are subject
to North Carolina state laws relating to the payment of
dividends.

Redemption

So long as full dividends on all outstanding shares
of Preferred Stock for the then-current Dividend Period
have been paid or declared and a sum sufficient for the
payment thereof set aside, we, at the option of our
board of directors, may redeem the Preferred Stock in
whole or in part at any time on or after the later of
March 15, 2011 and the Stock Purchase Date. Any
such redemption shall be at the redemption price of
$100,000 per share plus dividends that have been
declared but not paid plus accrued and unpaid
dividends for the then current Dividend Period to the
redemption date. If fewer than all of the outstanding
shares of Preferred Stock are to be redeemed, the
Preferred Stock to be redeemed will be selected either
pro rata from the holders of record of the Preferred
Stock in proportion to the number of Preferred Stock
held by such holders or by lot or in such other manner
as our board of directors may determine to be fair and
equitable.

Subject to this section, our board of directors will
have the full power and authority to prescribe the terms
and conditions upon which Preferred Stock will be
redeemed from time to time. We will mail notice of
every redemption of Preferred Stock by first class mail,
postage prepaid, addressed to the holders of record of
the Preferred Stock to be redeemed at their respective
last addresses appearing on our books. Such mailing
will be at least 30 days and not more than 60 days
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before the date fixed for redemption. Notwithstanding
the foregoing, if the Preferred Stock is held in
book-entry form through DTC, we may give such
notice in any manner permitted by DTC. Any notice
mailed as provided in this paragraph will be
conclusively presumed to have been duly given,
whether or not the holder receives such notice, but
failure duly to give such notice by mail, or any defect
in such notice or in the mailing of such notice, to any
holder of Preferred Stock designated for redemption
will not affect the redemption of any other Preferred
Stock. If we redeem the Preferred Stock, the Trust, as
holder of the Preferred Stock, will redeem the
corresponding Normal WITS as described under
Description of the WITS Mandatory Redemption of
Normal WITS upon Redemption of Preferred Stock.
Each notice shall state:

the redemption date;

the number of shares of Preferred Stock to be
redeemed;

the redemption price;

the place or places where the Preferred Stock are
to be redeemed; and

that dividends on the shares to be redeemed will

cease to accrue on the redemption date.

All shares of Preferred Stock we redeem, purchase
or acquire shall be cancelled and restored to the status
of authorized but unissued shares of our authorized
preferred stock, undesignated as to series.
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Redemption or Repurchase Subject to Restrictions
At or prior to the initial issuance of the Normal
WITS, we will enter into a Declaration of Covenant, or
Declaration, relating to the Normal WITS and the
shares of Preferred Stock we will issue under the Stock
Purchase Contracts. Our covenants in the Declaration

run only to the benefit of holders of Covered Debt, as
defined below, and are not enforceable by holders of
WITS or Preferred Stock. However, those covenants
could preclude us from repurchasing WITS or
redeeming or repurchasing shares of Preferred Stock at
a time we might otherwise wish to repurchase WITS or
redeem or repurchase shares of Preferred Stock.

In the Declaration, we covenant to repurchase the
WITS or redeem or repurchase shares of Preferred
Stock only if and to the extent that the total redemption
or repurchase price is equal to or less than the sum, as
of the date of redemption or repurchase, of (i) 133.33%
of the aggregate net cash proceeds we or our
subsidiaries have received during the 180 days prior to
such date from the issuance and sale of common stock
of Wachovia plus (ii) 100% of the aggregate net cash
we or our subsidiaries have received during the
180 days prior to such date from the issuance of other
securities or combinations of securities that, among
other things, are:

with limited exceptions (including for certain
hybrid securities that are in form debt), pari
passu with or junior to the Preferred Stock upon
our liquidation, dissolution or winding-up;

perpetual, or have a mandatory redemption or
maturity date that is not less than 40 years after
the date of initial issuance of such

securities; and

provide for dividends or other distributions that
are either non-cumulative or, if cumulative, are
subject to certain optional or mandatory deferral
provisions and certain explicit replacement
provisions.
The Federal Reserve has not approved as a tier 1
capital instrument, in connection with the issuance of
the Normal WITS, any security or combination of
securities having a mandatory deferral provision and
there can be no assurance that the Federal Reserve at
any future date will approve as a tier 1 capital
instrument any security or combination of securities
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having a mandatory deferral provision.

Our ability to raise proceeds from qualifying
securities during the six months prior to a proposed
redemption or repurchase will depend on, among other
things, market conditions at such times as well as the
acceptability to prospective investors of the terms of
such qualifying securities.

Our covenants in the Declaration run in favor of
persons that buy, hold or sell our indebtedness during
the period that such indebtedness is Covered Debt,
which is currently comprised of our Floating Rate
Junior Subordinated Deferrable Interest Debentures
Due January 15, 2027, owned of record by Wachovia
Capital Trust II, the trust preferred securities of which
have CUSIP No. 929768AA7. Other debt will replace
our Covered Debt under the Declaration on the earlier
to occur of (i) the date two years prior to the maturity
of such existing Covered Debt or (ii) the date we give
notice of a redemption of such existing Covered Debt
such that the date such existing Covered Debt is
repurchased in such an amount that the outstanding
principal amount of such existing Covered Debt is or
will become less than $100 million.

The Declaration is subject to various additional
terms and conditions and this description is qualified in
its entirety by reference to the Declaration, a copy of
the form of which is available upon request from us.
The Declaration may be terminated if the holders of at
least 51% by principal amount of each of the Covered
Debt so agree, or if we no longer have outstanding any
long-term indebtedness that qualifies as Covered Debt,
without regard to whether such indebtedness is rated
by a nationally recognized statistical rating
organization.

Subject to the Declaration and the terms of any
preferred stock ranking senior to the Preferred Stock or
of any outstanding debt instruments, we or our
affiliates may from time to time purchase any
outstanding shares of Preferred Stock by tender, in the
open market or by private agreement.
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Rights upon Liquidation

In the event of Wachovia s voluntary or
involuntary liquidation, dissolution or winding-up, the
holders of the Preferred Stock at the time outstanding
will be entitled to receive a liquidating distribution in
the amount of the Liquidation Preference of
$100,000 per share, plus any authorized, declared and
unpaid dividends for the then-current Dividend Period
to the date of liquidation, out of our assets legally
available for distribution to our stockholders, before
any distribution is made to holders of our common
stock or any securities ranking junior to the Preferred
Stock and subject to the rights of the holders of any
class or series of securities ranking senior to or on
parity with the Preferred Stock upon liquidation and
the rights of our depositors and other creditors. If the
amounts available for distribution upon our liquidation,
dissolution or winding-up are not sufficient to satisfy
the full liquidation rights of all the outstanding
Preferred Stock and all stock ranking equal to the
Preferred Stock, then the holders of each series of
Preferred Stock will share ratably in any distribution of
assets in proportion to the full respective preferential
amount to which they are entitled. After the full
amount of the Liquidation Preference is paid, the
holders of Preferred Stock will not be entitled to any
further participation in any distribution of our assets.

For such purposes, our consolidation or merger
with or into any other entity, the consolidation or
merger of any other entity with or into us, or the sale of
all or substantially all of our property or business, will
not be deemed to constitute our liquidation,
dissolution, or winding-up.

We have agreed not to make a liquidation payment
relating to any of our capital stock, including the
Preferred Stock, if, at that time, there are one or more
defaults under various indentures or related guarantees
from us or we have delayed interest payments on the
junior subordinated debentures issued thereunder.
Currently, there is $3.1 billion aggregate principal
amount of junior subordinated debentures outstanding
under these indentures.

Voting

Holders of the Preferred Stock will not have any
voting rights and will not be entitled to elect any
directors, except as required by law and except for the
special voting rights provided for below.

Mandatory Voting Rights under North Carolina
Law. North Carolina law attaches mandatory voting
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rights to classes or series of shares that are affected by
certain amendments to the Articles of Incorporation,
whether made by filing articles of amendment or by a
merger or share exchange. The holders of the
outstanding shares of a class or series are entitled to
vote as a separate voting group on any amendment that
would:

change the aggregate number of authorized shares
of that class or series;

effect an exchange or reclassification of any
shares of that class or series into shares of another
class or series;

effect an exchange (or create a right of exchange)
or reclassification of any shares of another class
or series into shares of that class or series;

change the designation, rights, preferences, or
limitations of any shares of that class or series;

change any shares of that class or series into a
different number of shares of the same class or
series;

create a new class or series of shares having rights
or preferences with respect to distributions or to
dissolution that are prior, superior, or substantially
equal to the shares of that class or series;

increase the rights, preferences or number of
authorized shares of any class or series that, after
giving effect to the amendment, would have rights
or preferences with respect to distributions or to
dissolution that are prior, superior, or substantially
equal to the shares of that class or series;
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limit or deny an existing preemptive right of any
shares of that class or series;

cancel or otherwise affect rights to distributions or
dividends that have accumulated but not yet been
declared on any shares of that class or series; or

change the corporation into a nonprofit
corporation or a cooperative organization.

These mandatory voting rights apply regardless of
whether the change is favorable or unfavorable to the
affected shares. Shares of two or more series of the
same class must vote together as a single group with
respect to any proposed amendment that would affect
them in the same or a substantially similar manner. A
mandatory voting right is also given to a class or series
of shares for approval of a share dividend payable in
the shares of that class or series on the shares of
another class or series. If the Preferred Stock is
required to vote as provided above, the Trust, as holder
of the Preferred Stock, will vote the shares of Preferred
Stock on such matter. Although holders of Normal
WITS and Stripped WITS, if then outstanding, will not
be entitled to vote on such matter, as holder of the
Preferred Stock, the Property Trustee will not vote for
or consent to any action or amendment with respect to
which it is entitled to vote or consent without the
consent of the holders of not less than a majority of the
Normal WITS and Stripped WITS at the time
outstanding, voting together as a single class. See

Description of the WITS  Voting Rights; Amendment
of the Trust Agreement.

Shares of Preferred Stock are not entitled to vote
after notice of redemption is given to the holders and a
sum sufficient to redeem the shares has been deposited
with a bank, trust company, or other financial
institution under an irrevocable obligation to pay the
holders the redemption price on surrender of the
shares.

Form

The Preferred Stock will be issued only in fully
registered form. No fractional shares will be issued
unless the Trust is dissolved and we deliver the shares,
rather than depositary receipts representing the shares,
to the registered holders of the Normal WITS, or
Stripped WITS if then outstanding. If the Trust is
dissolved after the Stock Purchase Date and depositary
receipts or shares of Preferred Stock are distributed to
holders of Normal WITS, or Stripped WITS if then
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outstanding, we would intend to distribute them in
book-entry form only and the procedures governing
holding and transferring beneficial interests in the
Preferred Stock, and the circumstance in which holders
of beneficial interests will be entitled to receive
certificates evidencing their shares or depositary
receipts, will be as described under Book-Entry System
below.
Title

We, the transfer agent and registrar for the
Preferred Stock, and any of their agents may treat the
registered owner of the Preferred Stock, which shall be
the Property Trustee unless and until the Trust is
dissolved, as the absolute owner of that stock, whether
or not any payment for the Preferred Stock shall be
overdue and despite any notice to the contrary, for any
purpose.
Transfer Agent and Registrar

If the Trust is dissolved after the Stock Purchase
Date and the shares of Preferred Stock or depositary
receipts representing Preferred Stock are distributed to
holders of Normal WITS, or Stripped WITS if then
outstanding, we may appoint a transfer agent, registrar
and dividend disbursement agent for the Preferred
Stock. The registrar for the Preferred Stock will send
notices to stockholders of any meetings at which
holders of Preferred Stock have the right to vote on any
matter.
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DESCRIPTION OF CAPITAL STOCK OF
WACHOVIA CORPORATION
Pursuant to our Articles of Incorporation, our

authorized capital stock consists of
3,550,000,000 shares, of which:

3,000,000,000 shares are designated as common
stock, 1,553,000,000 shares of which were
outstanding as of September 30, 2005;

10,000,000 shares are designated as preferred
stock, no par value, none of which were
outstanding as of September 30, 2005;

40,000,000 shares are designated as Class A
preferred stock, no par value, none of which were
outstanding as of September 30, 2005; and

500,000,000 shares are designated as Dividend

Equalization Preferred shares, no par value,

97,000,000 of which were outstanding as of

September 30, 2005.

Common Stock
General

Our authorized common stock consists of
3,000,000,000 shares of common stock, par value
$3.331/3 per share. As of September 30, 2005,
1,553,000,000 shares of common stock were issued
and outstanding.

Subject to the prior rights of any of our preferred
stockholders, Class A preferred stockholders and
depositary shareholders then outstanding, our common
stockholders are entitled to receive such dividends as
our board of directors may declare out of funds legally
available for these payments. In the event of
liquidation or dissolution, our common stockholders
are entitled to receive our net assets remaining after
paying all liabilities and after paying all of our
preferred stockholders, Class A preferred stockholders,
holders of our Dividend Equalization Preferred shares
and depositary shareholders the full preferential
amounts to which those holders are entitled.

Subject to the prior rights of any of our preferred
stockholders, Class A preferred stockholders and
depositary shareholders, our common stockholders
have all voting rights, each share being entitled to one
vote on all matters requiring stockholder action and in
electing directors. Our common stockholders have no
preemptive, subscription or conversion rights. All of
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the outstanding shares of our common stock are fully
paid and nonassessable.
Rights Plan

Under our Shareholder Protection Rights
Agreement, each outstanding common stock share has
a right attached to it. This right remains attached unless
a separation time occurs. At separation time, common
stockholders will receive separate certificates for these
rights. Each right entitles its owner to purchase at
separation time one one-hundredth of a share of a
participating series of Class A preferred stock for
$105. This series of Class A preferred stock would
have economic and voting terms similar to those of one
common stock share. Separation time would generally
occur at the earlier of the following two dates:

the tenth business day after any person

commences a tender or exchange offer that, if

completed, would entitle that person to 10% or

more of our outstanding common stock or

the tenth business day after we publicly announce

that a person has acquired beneficial ownership of

10% or more of our outstanding common stock.
100
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These rights will not trade separately from the
shares of common stock until the separation time
occurs, and may be exercised on the business day
immediately after the separation time. The rights will
expire at the earliest of:

the date on which our board of directors elects to
exchange the rights for our common stock shares
as described below,

the close of business on December 28, 2010,
unless extended by our board of directors, or

the date on which the rights are terminated as

described below.

Once we publicly announce that a person has
acquired 10% of our outstanding common stock, we
can allow for rights holders to buy our common stock
for half of its market value. For example, we would
sell to each rights holder common stock shares worth
$210 for $105 in cash. At the same time, any rights
held by the 10% owner or any of its affiliates,
associates or transferees will be void. In addition, if we
are acquired in a merger or other business combination
after a person has become a 10% owner, the rights held
by stockholders would become exercisable to purchase
the acquiring company s common stock for half of its
market value.

In the alternative, our board of directors may elect
to exchange all of the then outstanding rights for shares
of common stock at an exchange ratio of two common
stock shares for one right. Upon election of this
exchange, a right will no longer be exercisable and will
only represent a right to receive two common stock
shares.

If we are required to issue common stock shares
upon the exercise of rights, or in exchange for rights,
the board may substitute shares of participating
Class A preferred stock. The substitution will be at a
rate of two one-hundredths of a share of participating
Class A preferred stock for each right exchanged.

The rights may be terminated without any payment
to holders before their exercise date. The rights have
no voting rights and are not entitled to dividends.

The rights will not prevent a takeover of us. The
rights, however, may cause substantial dilution to a
person or group that acquires 10% or more of common
stock unless our board first terminates the rights.
Nevertheless, the rights should not interfere with a
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transaction that is in our and our stockholders best
interests because the rights can be terminated by the
board before that transaction is completed.

The Shareholder Protection Rights Agreement
containing complete terms of the rights is described in
our Annual Report on 10-K for the fiscal year ended
December 31, 2004, which is incorporated by
reference in this prospectus, and the description above
is qualified entirely by that document. A copy of this
agreement can be obtained upon written request to
Wachovia Bank, N.A., 1525 West W.T. Harris Blvd.,
Charlotte, North Carolina 28288-1153.

Other Provisions

Our Articles of Incorporation and bylaws contain
various provisions which may discourage or delay
attempts to gain control of us. Our Articles of
Incorporation include provisions:

classifying the board of directors into three

classes, each class to serve for three years, with

one class elected annually;

authorizing the board of directors to fix the size of
the board between nine and 30 directors;

authorizing directors to fill vacancies on the board
occurring between annual stockholder meetings,
except that vacancies resulting from a director s
removal by a stockholder vote may only be filled
by a stockholder vote;

providing that directors may be removed only for
a valid reason and only by majority vote of shares
entitled to vote in electing directors, voting as a
single class;
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authorizing only the board of directors, our
Chairman or President to call a special meeting of
stockholders, except for special meetings called
under special circumstances for classes or series
of stock ranking superior to common stock; and

requiring an 80% stockholder vote by holders

entitled to vote in electing directors, voting as a

single class, to alter any of the above provisions.

Our bylaws include specific conditions under
which business may be transacted at annual
stockholders meetings, and persons may be nominated
for election as our directors at annual stockholders
meetings.

The Change in Bank Control Act prohibits a
person or group of persons from acquiring control of a
bank holding company unless:

the Federal Reserve has been given 60 days prior
written notice of the proposed acquisition; and

within that time period, the Federal Reserve has

not issued a notice disapproving the proposed

acquisition or extending for up to another 30 days

the period during which such a disapproval may

be issued;
or unless the acquisition otherwise requires Federal
Reserve approval. An acquisition may be made before
expiration of the disapproval period if the Federal
Reserve issues written notice that it intends not to
disapprove the action. It is generally assumed that the
acquisition of more than 10% of a class of voting stock
of a bank holding company with publicly held
securities, such as us, would constitute the acquisition
of control.

In addition, any company would be required to
obtain Federal Reserve approval before acquiring 25%
or more of our outstanding common stock. If the
acquirer is a bank holding company, this approval is
required before acquiring 5% of the outstanding
common stock. Obtaining control over us would also
require Federal Reserve prior approval. Control
generally means

the ownership or control of 25% or more of a
bank holding company voting securities class,

the ability to elect a majority of the bank holding
company s directors, or
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the ability otherwise to exercise a controlling
influence over the bank holding company s
management and policies.

Two North Carolina shareholder protection
statutes adopted in 1987, The North Carolina
Shareholder Protection Act and The North Carolina
Control Share Acquisition Act, allowed North Carolina
corporations to elect to either be covered or not be
covered by these statutes. We elected not to be covered
by these statutes.

In addition, in certain instances the ability of our
board to issue authorized but unissued shares of
common stock, preferred stock or Class A preferred
stock may have an anti-takeover effect.

Existence of the above provisions could result in
us being less attractive to a potential acquirer, or result
in our stockholders receiving less for their shares of
common stock than otherwise might be available if
there is a takeover attempt.

Preferred Stock and Class A Preferred Stock

Our authorized preferred stock consists of
10,000,000 shares of preferred stock, no par value,
40,000,000 shares of Class A preferred stock, no par
value, and 500,000,000 Dividend Equalization
Preferred shares, no par value. As of September 30,
2005, no shares of preferred stock and no shares of
Class A preferred stock were issued and outstanding,
and approximately 97 million Dividend Equalization
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Preferred shares were issued and outstanding in
connection with the merger of the former Wachovia
Corporation and First Union Corporation.

Under our Articles of Incorporation, the preferred
stock and the Class A preferred stock may be issued
from time to time in one or more series, upon board
authorization and without stockholder approval. Within
certain legal limits, the board is authorized to
determine the voting powers, designation, preferences
and relative, participating, optional or other rights,
qualifications, limitations or restrictions, including any
dividend rights, conversion rights, exchange rights,
redemption rights, liquidation preferences, voting
rights and the designation and number of shares and
the terms and conditions of their issuance of any series
of preferred stock or Class A preferred stock. Our
board of directors, without stockholder approval, could
authorize preferred stock or Class A preferred stock to
be issued with voting, conversion and other rights that
could adversely affect the voting power and other
rights of common stockholders or other outstanding
series of preferred stock or Class A preferred stock.

103

159



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

BOOK-ENTRY SYSTEM

The Depository Trust Company, which we refer to
along with its successors in this capacity as DTC,
will act as securities depositary for the WITS. The
WITS will be issued only as fully registered securities
registered in the name of Cede & Co. (DTC s
partnership nominee) or such other name as may be
requested by an authorized representative of DTC. One
or more fully registered global security certificates,
representing the total aggregate number of each class
of WITS, will be issued and will be deposited with
DTC and will bear a legend regarding the restrictions
on exchanges and registration of transfer referred to
below. Immediately prior to the Remarketing
Settlement Date or such other time as the Junior
Subordinated Notes may be held by persons other than
the Property Trustee, the Collateral Agent and the
Custodial Agent, one or more fully registered global
security certificates, representing the total aggregate
principal amount of Junior Subordinated Notes, will be
issued and will be deposited with DTC and will bear a
legend regarding the restrictions on exchanges and
registration of transfer referred to below. Likewise, in
the event the Trust is dissolved after the Stock
Purchase Date and prior to the redemption of the
Preferred Stock, one or more fully registered global
security certificates, representing the total aggregate
number of shares of Preferred Stock, or if we issue
depositary receipts to evidence the Preferred Stock in
such circumstances, the total aggregate number of
depositary receipts, will be issued and will be
deposited with DTC and will bear a legend regarding
the restrictions on exchanges and registration of
transfer referred to below.

The laws of some jurisdictions may require that
some purchasers of securities take physical delivery of
securities in definitive form. These laws may impair
the ability to transfer beneficial interests in WITS,
Preferred Stock or Junior Subordinated Notes, so long
as the corresponding securities are represented by
global security certificates.

DTC has advised us that it 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 Exchange Act. DTC
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holds securities that its participants deposit with DTC.
DTC also facilitates the post-trade settlement among
participants of sales and other securities transactions,
including transfers and pledges, in deposited securities
through electronic computerized book-entry changes in
participants accounts, thereby eliminating the need for
physical movement of securities certificates.
Participants include securities brokers and dealers,
banks, trust companies, clearing corporations and
certain other organizations. DTC is owned by a
number of its direct participants and by the New York
Stock Exchange, Inc., the American Stock Exchange
LLC and the National Association of Securities
Dealers, Inc. Access to DTC s system is also available
to others, including securities brokers and dealers,
banks and trust companies that clear transactions
through or maintain a direct or indirect custodial
relationship with a participant. The rules applicable to
DTC and its participants are on file with the SEC.

Persons that are not participants or indirect
participants but desire to purchase, sell or otherwise
transfer ownership of, or other interests in, securities
may do so only through participants and indirect
participants. Under a book-entry format, holders may
experience some delay in their receipt of payments, as
such payments will be forwarded by our designated
agent to Cede & Co., as nominee for DTC. DTC will
forward such payments to its participants, who will
then forward them to indirect participants or holders.
Beneficial owners other than DTC or its nominee will
not be recognized by the relevant registrar, transfer
agent, paying agent or trustee as registered holders of
the securities entitled to the benefits of the
Trust Agreement and the Guarantee or the Indenture
or, in the case of the Preferred Stock, entitled to the
rights of holders thereof under our Articles of
Incorporation. Beneficial owners that are not
participants will be permitted to exercise their rights
only indirectly through and according to the
procedures of participants and, if applicable, indirect
participants.

In the event that:

DTC notifies us that it is unwilling or unable to
continue as a securities depositary for the global
security certificates and no successor securities
depositary has been appointed within 90 days
after this notice,
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DTC at any time ceases to be a clearing agency
registered under the Exchange Act when DTC is
required to be so registered to act as the securities
depositary and no successor securities depositary
has been appointed within 90 days after we learn
that DTC has ceased to be so registered,

an event of default has occurred and is continuing
under the instrument governing the securities, or

we, 1n our sole discretion, determine that the

global security certificates shall be so

exchangeable,
certificates for the relevant class or classes of securities
will be printed and delivered in exchange for beneficial
interests in the global security certificates. Any global
security that is exchangeable under the preceding
sentence will be exchangeable for securities registered
in such names as DTC directs. We expect that these
instructions will be based upon directions received by
DTC from its participants with respect to ownership of
beneficial interests in the global security certificates.

Upon the occurrence of any event described in the
above paragraph, DTC is generally required to notify
all participants of the availability of definitive
securities. Upon DTC surrendering the global security
representing the securities and delivery of instructions
for re-registration, the relevant registrar and transfer
agent will reissue the securities as definitive securities,
and then such persons will recognize the holders of
such definitive securities as registered holders of
securities entitled to the benefits of the instrument or
instruments governing the securities or, in the case of
the Preferred Stock, entitled to the rights of holders
thereof under our Articles of Incorporation.

As long as DTC or its nominee is the registered
owner of the global security certificates, DTC or its
nominee, as the case may be, will be considered the
sole owner and holder of the global security certificates
and all securities represented by these certificates for
all purposes under the instruments governing the rights
and obligations of holders of such securities. Except in
the limited circumstances referred to above, owners of
beneficial interests in global security certificates:

will not be entitled to have such global security
certificates or the securities represented by these
certificates registered in their names,
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will not receive or be entitled to receive physical
delivery of securities certificates in exchange for
beneficial interests in global security
certificates, and

will not be considered to be owners or holders of

the global security certificates or any securities

represented by these certificates for any purpose
under the instruments governing the rights and
obligations of holders of such securities.

All payments on the securities represented by the
global security certificates and all transfers and
deliveries of such securities will be made to DTC or its
nominee, as the case may be, as the registered holder
of the securities.

Ownership of beneficial interests in the global
security certificates will be limited to participants or
persons that may hold beneficial interests through
institutions that have accounts with DTC or its
nominee. Ownership of beneficial interests in global
security certificates will be shown only on, and the
transfer of those ownership interests will be effected
only through, records maintained by DTC or its
nominee, with respect to participants interests, or any
participant, with respect to interests of persons held by
the participant on their behalf. Procedures for
exchanges of Normal WITS and Qualifying Treasury
Securities for Stripped WITS and Capital WITS and
vice versa prior to the Remarketing Settlement Date,
the redemption of the Capital WITS in exchange for
Junior Subordinated Notes in connection with a
successful Remarketing, the exchange of Normal
WITS and Qualifying Treasury Securities for Stripped
WITS, the disposition of Capital WITS in connection
with a successful Remarketing and the Stripped WITS
automatically becoming Normal WITS will be
governed by arrangements among DTC, participants
and persons that may hold beneficial interests through
participants designed to permit settlement without the
physical movement of certificates. Payments, transfers,
deliveries, exchanges, redemptions and other matters
relating to beneficial interests in global security
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certificates may be subject to various policies and
procedures adopted by DTC from time to time. None
of us, the Collateral Agent, the Custodial Agent, the
trustees of the Trust, the Indenture Trustee or the
Guarantee Trustee, or any agent for us or any of them,
will have any responsibility or liability for any aspect
of DTC s or any participant s records relating to, or for
payments made on account of, beneficial interests in
global security certificates, or for maintaining,
supervising or reviewing any of DTC s records or any
participant s records relating to these beneficial
ownership interests.

Although DTC has agreed to the foregoing
procedures in order to facilitate transfer of interests in
the global security certificates among participants,
DTC is under no obligation to perform or continue to
perform these procedures, and these procedures may be
discontinued at any time. We will not have any
responsibility for the performance by DTC or its direct
participants or indirect participants under the rules and
procedures governing DTC.

Under the rules, regulations and procedures
creating and affecting DTC and its operations as
currently in effect, DTC will be required to make
book-entry transfers of securities among participants
and to receive and transmit payments to participants.
DTC s rules require participants and indirect
participants with which beneficial securities owners
have accounts to make book-entry transfers and
receive and transmit payments on behalf of their
respective account holders.

Because DTC can act only on behalf of

participants, who in turn act only on behalf of
participants or indirect participants, and

certain banks, trust companies and other persons
approved by it,
the ability of a beneficial owner of securities issued in
global form to pledge such securities to persons or
entities that do not participate in the DTC system may
be limited due to the unavailability of physical
certificates for these securities.

DTC has advised us that it will take any action
permitted to be taken by a registered holder of any
securities under the Trust Agreement, the Guarantee,
the Collateral Agreement, the Indenture or our Articles
of Incorporation, only at the direction of one or more
participants to whose accounts with DTC the relevant
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securities are credited.

Redemption notices will be sent to Cede & Co. as
the registered holder of the global securities. If less
than all of a series of securities are being redeemed,
DTC will determine the amount of the interest of each
direct participant to be redeemed in accordance with its
then current procedures.

Except as described above, the global securities
for any class of securities may not be transferred
except as a whole by DTC to a nominee of DTC or by
a nominee of DTC to DTC or another nominee of DTC
or to a successor depositary we appoint. Except as
described above, DTC may not sell, assign, transfer or
otherwise convey any beneficial interest in a global
security evidencing all or part of any securities unless
the beneficial interest is in an amount equal to an
authorized denomination for these securities.

The information in this section concerning DTC
and its book-entry system has been obtained from
sources that we and the trustees of the Trust believe to
be accurate, but we assume no responsibility for the
accuracy thereof. None of us, the Trust, the trustees of
the Trust, the Collateral Agent, the Custodial Agent,
any registrar and transfer agent, any paying agent or
any agent of any of us or them, will have any
responsibility or liability for any aspect of DTC s or
any participant s records relating to, or for payments
made on account of, beneficial interests in a global
security, or for maintaining, supervising or reviewing
any records relating to such beneficial interests.

Secondary trading in notes and debentures of
corporate issuers is generally settled in clearinghouse
or next-day funds. In contrast, beneficial interests in a
global security, in some cases, may trade in DTC s
same-day funds settlement system, in which secondary
market trading activity in those beneficial interests
would be required by DTC to settle in immediately
available funds. There is no assurance as to the effect,
if any, that settlement in immediately available funds
would have on trading activity in such beneficial
interests. Also, settlement for purchases of beneficial
interests in a global security upon its original issuance
may be required to be made in immediately available
funds.
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CERTAIN U.S. FEDERAL INCOME TAX
CONSEQUENCES
The following discussion summarizes certain of
the U.S. federal income tax consequences of the
purchase, beneficial ownership and disposition of
WITS. This summary deals only with the beneficial
owner of a WITS that is:

a citizen or resident of the United States,

a corporation (or other entity that is treated as a
corporation for U.S. federal tax purposes) created
or organized in or under the laws of the United
States or any State thereof (including the District
of Columbia),

an estate, the income of which is subject to
U.S. federal income taxation regardless of its
source, or

a trust, if a court within the United States is able
to exercise primary supervision over its
administration, and one or more U.S. persons (as
determined for U.S. federal income tax purposes)
have the authority to control all of its substantial
decisions (each, a U.S. holder ).
This summary is based on interpretations of the
Internal Revenue Code of 1986, as amended (the
Code ), regulations issued thereunder, and rulings
and decisions currently in effect (or in some cases
proposed), all of which are subject to change. Any
such change may be applied retroactively and may
adversely affect the U.S. federal income tax
consequences described herein. This summary
addresses only U.S. holders that purchase Normal
WITS at initial issuance, and own WITS as capital
assets. This summary does not discuss all of the tax
consequences that may be relevant to particular
investors or to investors subject to special treatment
under the U.S. federal income tax laws, such as:
securities dealers or brokers, or traders in
securities electing mark-to-market treatment;

banks, thrifts, or other financial institutions;

insurance companies, regulated investment
companies or real estate investment trusts;
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small business investment companies or
S corporations;

investors that hold their WITS through a
partnership or other entity that is treated as a
partnership for U.S. federal tax purposes;

investors whose functional currency is not the
U.S. dollar;

retirement plans or other tax-exempt entities, or
persons holding the WITS in tax-deferred or
tax-advantaged accounts;

investors holding WITS as part of a straddle ora

conversion transaction for U.S. federal income tax
purposes or as part of some other integrated
investment; or

investors subject to the alternative minimum tax.

This summary also does not address the tax
consequences to shareholders, or other equity holders
in, or beneficiaries of, a holder, or any state, local or
foreign tax consequences of the purchase, ownership or
disposition of the WITS. Persons considering the
purchase of WITS should consult their own tax
advisors concerning the application of U.S. federal
income tax laws to their particular situations as well as
any consequences of the purchase, beneficial
ownership and disposition of WITS arising under the
laws of any other taxing jurisdiction.

If you are not a U.S. holder, the following
discussion does not apply to you and you should
consult your own tax advisor.

Classification of the Trust

Assuming full compliance with the terms of the
Trust Agreement, in the opinion of Cadwalader,
Wickersham & Taft LLP, the Trust will not be
classified as an association or a publicly traded
partnership
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taxable as a corporation for U.S. federal income tax
purposes. The Trust intends to treat itself as one or
more grantor trusts and/or agency arrangements. By
purchasing a WITS, you will be required to agree to
treat the Trust as one or more grantor trusts and/or
agency arrangements. Under this treatment, for

U.S. federal income tax purposes, you will be treated
as purchasing or owning an undivided beneficial
ownership interest in the Stock Purchase Contracts, the
Junior Subordinated Notes, the Qualifying Treasury
Securities, the interest-bearing deposit with Wachovia
Bank, N.A. and/or the Preferred Stock, as the case may
be, and will be required to take into account your pro
rata share of all the items of income, gain, loss, or
deduction of the Trust corresponding to the class or
classes of WITS certificates you own, each as
described below. The character of the income included
by you as a holder of WITS generally will reflect the
character of the Trust s income.

Although the Trust intends to treat itself as one or
more grantor trusts and/or agency arrangements, it is
possible that the portion of a Stripped WITS that
represents an interest in the Qualifying Treasury
Securities could be treated as a partnership for
U.S. federal income tax purposes. We do not expect
such treatment to materially change your U.S. federal
income tax treatment with respect to the WITS. The
balance of this summary assumes that the Trust is
treated as one or more grantor trusts and/or agency
agreements.

Taxation of a Normal WITS

Each Normal WITS will be treated for U.S. federal
income tax purposes as an undivided beneficial
ownership interest in (a) the corresponding $1,000
principal amount of Junior Subordinated Notes and
(b) the corresponding 1/100th fractional interest in a
Stock Purchase Contract, which represents the right to
receive Contract Payments and the obligation to
purchase one share of Preferred Stock on the Stock
Purchase Date. Consequently, you should allocate your
purchase price for the Normal WITS between your
beneficial ownership interests in the two components
in proportion to their respective fair market values at
the time of purchase. This allocation will establish
your initial U.S. federal income tax basis in your
interest in the underlying Junior Subordinated Notes
and Stock Purchase Contracts. We will treat the fair
market value of the $1,000 principal amount of Junior
Subordinated Notes corresponding to one Normal
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WITS as $1,000 and the fair market value of a
1/100th fractional interest in a Stock Purchase Contract
corresponding to one Normal WITS as $0 at the time
of purchase. Holders of Normal WITS, by purchasing a
WITS, will be required to agree to this allocation. This
allocation is not, however, binding on the Internal
Revenue Service (the IRS ). The remainder of this
summary assumes that this allocation of the purchase
price will be respected for U.S. federal income tax
purposes.
Taxation of the Junior Subordinated Notes
Treatment of the Junior Subordinated Notes. The
Junior Subordinated Notes will be treated as our
indebtedness for U.S. federal income tax purposes. We
intend to treat the Junior Subordinated Notes as
variable rate debt instruments that are subject to the
Treasury regulations that apply to reset bonds and
which are issued with no more than a de minimis
amount of original issue discount for U.S. federal
income tax purposes. Consistent with this treatment,
we intend to treat the Junior Subordinated Notes,
solely for purposes of the original issue discount rules
of the Code, as if they mature on the date immediately
preceding the Remarketing Settlement Date for an
amount equal to the Remarketing Value. As a result,
we intend to treat the Junior Subordinated Notes as
issued with no more than a de minimis amount of
original issue discount for U.S. federal income tax
purposes. However, there are no regulations, rulings or
other authorities that address the U.S. federal income
tax treatment of debt instruments that are substantially
similar to the Junior Subordinated Notes, and therefore
the U.S. federal income tax treatment of the Junior
Subordinated Notes is unclear. See ~ Possible
Alternative Characterizations and Treatments below.
By purchasing a Normal WITS, you agree to treat
the Junior Subordinated Notes as described above,
unless the IRS requires you to treat the Junior
Subordinated Notes differently. The balance of this
summary generally assumes that the Junior
Subordinated Notes are so treated. However, different
treatments are possible. See  Possible Alternative
Characterizations and Treatments below.
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Interest on the Junior Subordinated Notes. We
intend to treat stated interest on the Junior
Subordinated Notes as ordinary interest income that is
includible in your gross income at the time the interest
is paid or accrued, in accordance with your regular
method of tax accounting. However, if we exercise our
right to defer payments of stated interest on the Junior
Subordinated Notes, we intend to treat the Junior
Subordinated Notes as reissued, solely for U.S. federal
income tax purposes, with original issue discount, and
you would generally be required to accrue such
original issue discount as ordinary income using a
constant yield method prescribed by Treasury
regulations. As a result, the income that you would be
required to accrue would exceed the interest payments
that you would actually receive.

Tax Basis in the Junior Subordinated Notes.
Under the treatment described above, your tax basis in
the Junior Subordinated Notes will generally be equal
to the portion of the purchase price for the Normal
WITS allocated to your interest in the Junior
Subordinated Notes (as described in Taxation of a
Normal WITS ). However, if stated interest payments
are deferred so that the Junior Subordinated Notes are
deemed to be reissued with original issue discount,
your tax basis in the Junior Subordinated Notes would
be increased by the amounts of accrued original issue
discount, and decreased by all payments on the Junior
Subordinated Notes after such deemed reissuance.

Sale, Exchange or Other Taxable Disposition of
the Junior Subordinated Notes. You will recognize
gain or loss on a sale, exchange or other taxable
disposition of your interest in the Junior Subordinated
Notes upon the sale or other taxable disposition of your
Normal WITS or Capital WITS or upon a successful
Remarketing of the Junior Subordinated Notes. The
gain or loss that you recognize will be equal to the
difference between the portion of the proceeds
allocable to your interest in the Junior Subordinated
Notes (less any accrued and unpaid interest) and your
adjusted U.S. federal income tax basis in your interest
in your Junior Subordinated Notes. Selling expenses
(including the remarketing fee) incurred by you should
reduce the amount of gain or increase the amount of
loss you recognize upon a disposition of your interest
in the Junior Subordinated Notes.

Any gain that is recognized by you upon a sale,
exchange or other taxable disposition of the Junior
Subordinated Notes generally will be capital gain or
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loss, which will be long-term capital gain or loss if you
held your interest in the Junior Subordinated Notes for
more than one year immediately prior to such
disposition. The deductibility of capital losses is
subject to limitations.

Possible Alternative Characterizations and
Treatments. As mentioned above, there are no
regulations, rulings or other authorities that address the
U.S. federal income tax treatment of debt instruments
that are substantially similar to the Junior Subordinated
Notes, and therefore the U.S. federal income tax
treatment of the Junior Subordinated Notes is unclear
and other alternative characterizations and treatments
are possible. For example, it is possible that the Junior
Subordinated Notes could be treated as contingent
payment debt instruments. In that event, you would be
required to accrue original issue discount income based
on the comparable yield of the Junior Subordinated
Notes. In general, the comparable yield of the Junior
Subordinated Notes would be the rate at which we
would issue a fixed rate debt instrument with terms and
conditions similar to the Junior Subordinated Notes. It
is possible that the comparable yield of the Junior
Subordinated Notes could exceed the stated interest
rate, in which case you may be required to include in
income amounts in excess of the stated interest
payments on the Junior Subordinated Notes. In
addition, if the Junior Subordinated Notes are treated
as contingent payment debt instruments, any gain that
you would recognize upon a sale, exchange or other
taxable disposition of the Junior Subordinated Notes
would generally be treated as ordinary interest income.
Alternatively, even if the Junior Subordinated Notes
are not treated as contingent payment debt instruments,
they could be treated as issued with more than a de
minimis amount of original issue discount and you
could be required to accrue such original issue discount
(regardless of your method of accounting) at a rate that
exceeds stated interest on the Junior Subordinated
Notes. You should consult your tax advisor concerning
alternative characterizations and treatments of the
Junior Subordinated Notes.
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Taxation of the Stock Purchase Contracts

There is no direct authority under current law that
addresses the treatment of the Contract Payments, and
their treatment is, therefore, unclear. We intend to
report the Contract Payments as ordinary taxable
income to you. Under this treatment, you should
include the Contract Payments in income when
received or accrued, in accordance with your regular
method of tax accounting. The following discussion
assumes that the Contract Payments are so treated.
However, other treatments are possible. You should
consult your tax advisor concerning the treatment of
the Contract Payments.

If we exercise our right to defer any Contract
Payments and issue subordinated notes to the Trust in
satisfaction of the Contract Payments, you should
generally accrue original issue discount on the
subordinated notes equal to the interest rate on the
subordinated notes, regardless of your method of tax
accounting and before receipt of that interest.

If you dispose of a Normal WITS or Stripped
WITS when the Stock Purchase Contracts have
positive value, you will generally recognize gain equal
to the sale proceeds allocable to the Stock Purchase
Contracts. If you dispose of a Normal WITS or
Stripped WITS when the Stock Purchase Contracts
have negative value, you should generally recognize
loss with respect to the Stock Purchase Contracts equal
to the negative value of your interest in the Stock
Purchase Contracts and should be considered to have
received additional consideration for your interest in
the Junior Subordinated Notes or Qualifying Treasury
Securities, as the case may be, in an amount equal to
such negative value. Gain or loss from the disposition
of your interest in the Stock Purchase Contracts (upon
your disposition of Normal WITS or Stripped WITS)
generally will be capital gain or loss, and such gain or
loss generally will be long-term capital gain or loss if
you held the WITS for more than one year at the time
of such disposition. The deductibility of capital losses
is subject to limitations.

Taxation of the Interest-Bearing Deposit with
Wachovia Bank, N.A.

The interest-bearing deposit with Wachovia Bank,
N. A. will be treated as a short-term obligation for
U.S. federal income tax purposes. Interest payable on
the interest-bearing deposit will be treated as

acquisition discount for U.S. federal income tax
purposes. If you are a cash basis taxpayer, you will
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report this acquisition discount when it is received,
unless you elect to report the acquisition discount in
income as it accrues on a straight line basis or as
original issue discount. However, if you are a cash
basis taxpayer that does not elect to report the
acquisition discount in income currently, you may be
required to defer deductions for any interest paid on
indebtedness incurred or continued by you to purchase
or carry the Normal WITS until the interest on the
interest-bearing deposit is paid. If you are an accrual
basis taxpayer, you will be required to report the
acquisition discount on the interest-bearing deposit as
it accrues on a straight line basis or, if you so elect, on
a constant yield basis.

Acquisition and Taxation of the Preferred Stock

Acquisition of Preferred Stock under the Stock
Purchase Contracts. On the Stock Purchase Date, the
Trust will purchase Preferred Stock pursuant to the
Stock Purchase Contracts. You generally will not
recognize gain or loss with respect to your Normal
WITS or Stripped WITS on the purchase by the Trust
of Preferred Stock under the Stock Purchase Contracts.
Your aggregate initial U.S. federal income tax basis in
your interest in the Preferred Stock received by the
Trust under the Stock Purchase Contracts generally
should equal your interest in the purchase price paid
for such Preferred Stock plus the amount, if any, of any
Contract Payments included in your income but not
received. The holding period for Preferred Stock
received under a Stock Purchase Contract will
commence on the date following the acquisition of
such Preferred Stock and, consequently, your holding
period in your interest in the Preferred Stock
(evidenced by Normal WITS) will not include the
period you held your Normal WITS prior to and
including the Stock Purchase Date.

Dividends on the Preferred Stock. Any
distribution with respect to Preferred Stock that we pay
out of our current or accumulated earnings and profits
(as determined for U.S. federal income tax purposes)
will constitute a dividend and will be includible in
income by you when received by the Trust and
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distributed to you as holder of a Normal WITS after
the Stock Purchase Date. Any such dividend will be
eligible for the dividends received deduction if you are
an otherwise qualifying corporate U.S. holder that
meets the holding period and other requirements for
the dividends received deduction. Dividends paid to
non-corporate U.S. holders in taxable years beginning
before January 1, 2009 are generally taxable at
preferential rates if the holder holds its interest in the
Preferred Stock for more than 60 days during the
121-day period beginning 60 days before the
ex-dividend date and meets certain other requirements.
Distributions in excess of our current and accumulated
earnings and profits are treated first as a non-taxable
return of capital to the extent of your basis in the
Preferred Stock, and then as capital gain. Upon a
redemption by us of the Preferred Stock, you will
recognize capital gain or loss equal to the amount
received over your adjusted tax basis in the Preferred
Stock. Your adjusted tax basis in the Preferred Stock at
the time of any such redemption should generally equal
your initial tax basis in the Preferred Stock at the time
of purchase, reduced by the amount of any cash
distributions that are not treated as dividends. Such
capital gain or loss generally will be long-term capital
gain or loss if you held the Normal WITS for more
than one year following the Stock Purchase Date.
Disposition of Normal WITS Corresponding to
Preferred Stock. Upon a disposition after the Stock
Purchase Date of Normal WITS corresponding to
Preferred Stock, you generally will recognize capital
gain or loss equal to the difference between the amount
realized and your adjusted tax basis in your interest in
the Preferred Stock. Such capital gain or loss generally
will be long-term capital gain or loss if you held the
Normal WITS for more than one year following the
Stock Purchase Date. The deductibility of capital
losses is subject to limitations.
Separation and Recreation of Normal WITS
Exchange of Normal WITS and Qualifying
Treasury Securities for Stripped WITS and Capital
WITS. You will generally not recognize gain or loss
upon an exchange of Normal WITS and Qualifying
Treasury Securities for Stripped WITS and Capital
WITS. You will continue to take into account items of
income or deduction otherwise includible or
deductible, respectively, by you with respect to such
Qualifying Treasury Securities (as described below)
and your interest in the Junior Subordinated Notes, as
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well as your interest in the Stock Purchase Contracts,
and your adjusted tax bases in and your holding period
of the Qualifying Treasury Securities and your interest
in the Stock Purchase Contracts (as evidenced by your
Stripped WITS) and your interest in the Junior
Subordinated Notes (as evidenced by your Capital
WITS) will not be affected by such delivery and
exchange.

Taxation of Stripped WITS. Distributions on
Stripped WITS prior to the Stock Purchase Date will
consist of Contract Payments on the corresponding
interest in the Stock Purchase Contracts and
distributions of the excess of the proceeds of maturing
Qualifying Treasury Securities over the cost of
replacing those Qualifying Treasury Securities at
maturity.

The treatment of the Stock Purchase Contracts is
described above under ~ Taxation of a Normal WITS
and  Taxation of the Stock Purchase Contracts.

Taxation of the Qualifying Treasury Securities. If
you hold a Stripped WITS, upon the maturity of the
Qualifying Treasury Securities you exchanged for your
Stripped WITS, the Trust will purchase replacement
Qualifying Treasury Securities. It is expected that the
Qualifying Treasury Securities designated for the
creation of Stripped WITS will have an original term
of one year or less. To the extent that the Qualifying
Treasury Securities purchased as replacement
Qualifying Treasury Securities have an original term of
one year or less, they will be treated as short-term
obligations. In general, if you are a cash basis taxpayer,
you will not be required to report your allocable share
of the difference between the amounts payable on a
Qualifying Treasury Security that is a short-term
obligation over its issue price ( acquisition discount )
until the amounts are paid, unless you so elect to report
the acquisition discount in income as it accrues on a
straight line basis or as original issue discount.
However, if you are a cash basis taxpayer that does not
elect to report the acquisition discount in income
currently, you may be required to defer deductions for
any interest paid on indebtedness incurred or continued
by you to purchase or carry the Stripped WITS to the
extent the Qualifying Treasury Securities constitute
short-term
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obligations until the interest on such Qualifying
Treasury Securities is paid. If you are an accrual basis
taxpayer, you will be required to report acquisition
discount on a Qualifying Treasury Security as it
accrues on a straight-line basis unless you elect to treat
the acquisition discount as original issue discount
under a constant yield method.

If and to the extent that the replacement
Qualifying Treasury Securities have an original term in
excess of one year, you will be required to report your
allocable share of any original issue discount on such
Qualifying Treasury Securities. Original issue discount
on the Qualifying Treasury Securities will accrue on a
constant yield method, regardless of your method of
tax accounting.

You should generally not be additionally taxed
upon the distribution of any excess of the proceeds
from maturing Qualifying Treasury Securities over the
cost of replacing those Qualifying Treasury Securities.

You should consult your tax advisor regarding
your tax treatment in respect of any Qualifying
Treasury Securities, and any elections with respect to
them.

Recreation of Normal WITS. If you exchange a
Stripped WITS and a Capital WITS for a Normal
WITS and the pledged Qualifying Treasury Securities,
you will generally not recognize gain or loss upon the
exchange. You will continue to take into account items
of income or deduction otherwise includible or
deductible, respectively, by you with respect to such
Qualifying Treasury Securities and Junior
Subordinated Notes, and your adjusted tax bases in and
your holding period of the Qualifying Treasury
Securities and your interests in the Junior Subordinated
Notes and the Stock Purchase Contracts will not be
affected by such exchange.

Sales, Exchanges or Other Taxable Dispositions of
WITS

Upon a sale, exchange or other taxable disposition
of a WITS, you will be treated as having sold,
exchanged or disposed of your pro rata interest in
(1) the Stock Purchase Contracts and the Junior
Subordinated Notes or the interest-bearing deposit with
Wachovia Bank, N.A. (in the case of a Normal WITS),
(ii) the Stock Purchase Contracts and Qualifying
Treasury Securities (in the case of a Stripped WITS) or
(ii1) the Junior Subordinated Notes (in the case of
Capital WITS). In the case of Normal WITS or
Stripped WITS, the proceeds realized in such
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disposition should be allocated between the related
Stock Purchase Contracts and the related Junior
Subordinated Notes, pro rata portion of the deposit or
Qualifying Treasury Securities, as the case may be, in
proportion to their respective fair market values at the
time of disposition. In the case of Capital WITS, all of
the proceeds received in such disposition should be
allocated to the related Junior Subordinated Notes.
Your treatment upon a sale, exchange or other taxable
disposition of the Junior Subordinated Notes (upon a
sale, exchange or other taxable disposition of a Normal
WITS or Capital WITS) is described in ~ Taxation of a
Normal WITS and  Taxation of the Junior
Subordinated Notes ~ Sale, Exchange or Other Taxable
Disposition of the Junior Subordinated Notes, your
treatment upon a sale, exchange or other taxable
disposition of Stock Purchase Contracts (upon a sale,
exchange or other taxable disposition of a Normal
WITS or Stripped WITS) is described in ~ Taxation of a
Normal WITS and  Taxation of the Stock Purchase
Contracts and your treatment upon a sale, exchange or
other taxable disposition of the Qualifying Treasury
Securities (upon a sale, exchange or other taxable
disposition of a Normal WITS or Stripped WITS) is
described in ~ Separation and Recreation of Normal
WITS Taxation of the Qualifying Treasury Securities.
Dissolution of the Trust

Under certain circumstances (including a
termination of the Stock Purchase Contracts), we may
dissolve the Trust and distribute the trust assets to the
holders of WITS. A distribution of trust assets (Junior
Subordinated Notes, Preferred Stock, interest in the
interest-bearing deposit or Qualifying Treasury
Securities, as the case may be) to you as a holder of
WITS upon the dissolution of the Trust will not be a
taxable event to you for U.S. federal income tax
purposes, and your tax basis in the Junior Subordinated
Notes, Qualifying Treasury Securities or shares of
Preferred Stock received generally will be the same as
your tax basis in your interest in the related trust assets.
Your holding period in the Junior Subordinated
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Notes or shares of Preferred Stock received generally
would include your holding period in the related
WITS.

If the Stock Purchase Contracts terminate, you will
recognize a capital loss equal to the amount, if any, of
Contract Payments included in your income but not
paid at the time of such termination. The deductibility
of capital losses is subject to limitations.

Backup Withholding and Information Reporting

In general, you will be subject to backup
withholding with respect to payments made on your
WITS and the proceeds received from the sale of your
WITS unless:

you (1) are an entity (including a corporation or a
tax-exempt entity) that is exempt from backup
withholding and, when required, demonstrate this
fact or (2) provide your Taxpayer Identification
Number ( TIN ) (which, if you are an individual,
would be your Social Security Number),

you certify that (i) the TIN you provide is correct,
(1) you are a U.S. person and (iii) you are exempt
from backup withholding,

you have not been notified by the IRS that you are
subject to backup withholding due to
underreporting of interest or dividends or you
have been notified by the IRS that you are no
longer subject to backup withholding, and

you otherwise comply with the applicable
requirements of the backup withholding rules.

In addition, such payments or proceeds received
by you if you are not a corporation or tax-exempt
organization will generally be subject to information
reporting requirements.

Backup withholding is not an additional tax. The
amount of any backup withholding from a payment to
you will be allowed as a credit against your
U.S. federal income tax liability and may entitle you to
a refund, provided that you furnish the required
information to the IRS.
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ERISA CONSIDERATIONS

The following is a summary of certain
considerations associated with the acquisition and
holding of the Normal WITS, and the Stripped WITS
and Capital WITS for which they may be exchanged,
by employee benefit plans that are subject to Title I of
the U.S. Employee Retirement Income Security Act of
1974, as amended (  ERISA ), Keogh plans, individual
retirement accounts and other arrangements that are
subject to Section 4975 of the Code, and entities whose
underlying assets are considered to include plan assets
of such plans, accounts and arrangements (each, a

Plan ).
General Fiduciary Matters

Each fiduciary of a Plan should consider the
fiduciary standards of ERISA in the context of the
Plan s particular circumstances before authorizing an
investment in Normal WITS, or the exchange of
Normal WITS for Stripped WITS and Capital WITS.
Among other factors, the fiduciary should consider
whether the investment is consistent with the
documents and instruments governing the Plan and
whether the investment would satisfy the prudence,
diversification, delegation of control and prohibited
transaction provisions of ERISA and the Code. Any
insurance company proposing to invest assets of its
general account in Normal WITS, or to exchange
Normal WITS for Stripped WITS and Capital WITS,
should consult with its counsel concerning the
potential application of ERISA to such investments.
Prohibited Transaction and Related Issues

Section 406 of ERISA and Section 4975 of the
Code prohibit Plans from engaging in specified
transactions involving plan assets with persons or
entities who are parties in interest, within the meaning
of ERISA, or disqualified persons, within the meaning
of Section 4975 of the Code, unless an exemption is
available. We, the trustees of the Trust or the Collateral
Agent may be considered a party in interest or
disqualified person with respect to a Plan to the extent
we or any of our affiliates are engaged in businesses
which provide services to Plans.

A party in interest or disqualified person who
engages in a non-exempt prohibited transaction may be
subject to excise taxes and other penalties and
liabilities under ERISA and the Code. In addition, the
fiduciary of the Plan that engages in such a
non-exempt prohibited transaction may be subject to
penalties and liabilities under ERISA and the Code.
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Employee benefit plans that are governmental plans (as
defined in Section 3(32) of ERISA), certain church
plans (as defined in Section 3(33) of ERISA) and
foreign plans (as described in Section 4(b)(4) of
ERISA) are not subject to the requirements of ERISA
or Section 4975 of the Code. It is possible, however,
that a governmental plan may be subject to other
federal, state or local laws that contain fiduciary and
prohibited transaction provisions substantially similar
to those under Title I of ERISA and Section 4975 of
the Code ( Similar Laws ).

The U.S. Department of Labor has issued a
regulation with regard to the circumstances in which
the underlying assets of an entity in which Plans
acquire equity interests will be deemed to be plan
assets (the Plan Asset Regulation ). Under this
regulation, for purposes of ERISA and Section 4975 of
the Code, the assets of the Trust would be deemed to
be plan assets of a Plan whose assets were used to
acquire the Normal WITS, Stripped WITS or Capital
WITS, if the WITS were considered to be equity
interests in the Trust and no exception were applicable
under the Plan Asset Regulation. The Plan Asset
Regulation defines an equity interest as any interest in
an entity other than an instrument that is treated as
indebtedness under applicable local law and which has
no substantial equity features. Although it is not free
from doubt, the Normal WITS, Stripped WITS and
Capital WITS should be treated as equity interests in
the Trust for purposes of the Plan Asset Regulation.

An exception to plan asset status is available,
however, under the Plan Asset Regulation in the case
of a class of equity interests that are (i) widely held,
i.e., held by 100 or more investors who are
independent of the issuer and each other, (ii) freely
transferable, and (iii) either (a) part of a class of
securities registered under Section 12(b) or 12(g) of the
Exchange Act, or (b) sold as part of an offering of
securities to the public pursuant to an effective
registration statement under the Securities Act of 1933
and such class is registered under the Exchange Act
within 120 days after the end of the fiscal year of the
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issuer during which the offering of such securities to
the public occurred (the Publicly Offered Securities
Exception ). Although no assurance can be given, the
underwriters believe that the Publicly Offered
Securities Exception will be applicable to the Normal
WITS offered hereby. Accordingly, the assets of the
Trust should not be treated as the assets of any Plan
that holds the Normal WITS.

No assurance can be given, however, that the
Publicly Offered Securities Exception will be
applicable to Stripped WITS or Capital WITS that a
Plan might acquire in exchange for Normal WITS,
because the Stripped WITS or the Capital WITS may
not meet at all times the requirement that they be
widely held. Moreover, no assurance can be given that
any other exception to plan asset status under the Plan
Asset Regulation will be applicable to the Stripped
WITS or the Capital WITS. Accordingly, it is possible
that the Stock Purchase Contract and any Treasury
securities beneficially owned by the Trust (or, after the
Stock Purchase Date, the Preferred Stock) could be
treated proportionately as plan assets of any Plan
holding Stripped WITS, and the Junior Subordinated
Notes beneficially owned by the Trust could be treated
proportionately as plan assets of any Plan holding
Capital WITS.

If the assets of the Trust were deemed to be plan
assets under ERISA, this would result, among other
things, in the application of the prudence and other
fiduciary responsibility standards of ERISA to
transactions engaged in by the Trust and the treatment
of any person who exercises any authority or control
with regard to the management or disposition of the
assets of the Trust as a fiduciary of Plan investors. In
this regard, if any person with discretionary
responsibility with respect to the Trust assets were
affiliated with us, any such discretionary actions taken
with respect to such assets could be deemed to
constitute a prohibited transaction under ERISA or the
Code (e.g., the use of such fiduciary responsibility in
circumstances under which such person has an interest
that may conflict with the interests of the Plans for
which they act). In order to reduce the likelihood of
any such prohibited transaction, any Plan that acquires
Stripped WITS or Capital WITS will be deemed to
have (i) directed the Trust to invest in the Stock
Purchase Contract, Treasury securities, Preferred Stock
and/or Junior Subordinated Notes, as applicable, and
(ii) appointed the Trustees.
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In addition, and whether or not the assets of the
Trust are considered to be plan assets of Plans
investing in the WITS, the acquisition and holding of
the Normal WITS, Stripped WITS or Capital WITS
with plan assets of a Plan could result in a direct or
indirect prohibited transaction. The Department of
Labor has issued several prohibited transaction class
exemptions, or PTCEs, that may provide exemptive
relief for direct or indirect prohibited transactions
resulting from the purchase, holding and disposition of
WITS. These class exemptions include PTCE 84-14
for certain transactions determined by independent
qualified professional asset managers, PTCE 90-1 for
certain transactions involving insurance company
pooled separate accounts, PTCE 91-38 for certain
transactions involving bank collective investment
funds, PTCE 95-60 for certain transactions involving
life insurance company general accounts, and
PTCE 96-23 for certain transactions determined by
in-house asset managers.

Accordingly, any purchaser or holder of Normal
WITS or any interest therein, and any person who
acquires Stripped WITS or Capital WITS in exchange
for Normal WITS, will be deemed to have represented
and warranted by its acquisition and holding thereof
that either (A) it is not a Plan, or a governmental plan
subject to any Similar Law, and it is not acquiring the
Normal, Stripped or Capital WITS, as applicable, on
behalf of or with plan assets of any such Plan or
governmental plan or (B) its acquisition and holding of
the Normal, Stripped or Capital WITS, as applicable,
either (i) qualifies for exemptive relief under
PTCE 84-14, 90-1, 91-38, 95-60 or 96-23 or another
applicable statutory or administrative exemption or
(ii) will not result in a non-exempt prohibited
transaction under Section 406 of ERISA or
Section 4975 of the Code (or, in the case of a
governmental plan, a violation of any Similar Law).

Due to the complexity of these rules and the
penalties that may be imposed upon persons involved
in non-exempt prohibited transactions, it is particularly
important that fiduciaries or other persons considering
purchasing Normal WITS, or exchanging Normal
WITS for Stripped WITS and Capital WITS, on behalf
of or with plan assets of any Plan or governmental plan
consult with their counsel regarding the potential
consequences of the investment and the availability of
exemptive relief.
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UNDERWRITING

We, the Trust and the underwriters named below
have entered into an underwriting agreement, dated
January , 2006, with respect to the Normal
WITS. Subject to certain conditions, each underwriter
has severally agreed to purchase the number of Normal
WITS indicated in the following table. Wachovia
Capital Markets, LLC and Goldman, Sachs & Co. are
the representatives of the underwriters.

Number of Normal
Underwriters WITS

Wachovia Capital Markets, LLC
Goldman, Sachs & Co.

Loop Capital Markets, LLC
Samuel A. Ramirez &
Company, Inc.

Total

The underwriters are committed to take and pay
for all of the Normal WITS being offered, if any are
taken.

In view of the fact that the proceeds from the sale
of the Normal WITS and Trust Common Securities
will be used to purchase the Junior Subordinated Notes
issued by us, the underwriting agreement provides that
we will pay as compensation for the underwriters
arranging the investment therein of such proceeds the
following amounts for the account of the underwriters.

Paid by
Wachovia
Per Normal WITS $
Total $

The Normal WITS sold by the underwriters to the
public will initially be offered at the initial public
offering price set forth on the cover of this prospectus.
Any Normal WITS sold by the underwriters to
securities dealers may be sold at a discount from the
initial public offering price of up to $ per
Normal WITS. If all the Normal WITS are not sold at
the initial offering price, the underwriters may change
the offering price and the other selling terms.
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Application will be made to list the Normal WITS

on the New York Stock Exchange under the symbol

WBTP. Neither the Stripped WITS nor the Capital
WITS will initially be listed. However, if the Stripped
WITS or the Capital WITS are separately traded to a
sufficient extent so that applicable exchange listing
requirements are met, we may list the Stripped WITS
or the Capital WITS on the same exchange as the
Normal WITS are then listed, including, if applicable,
the New York Stock Exchange, though we are under
no obligation to do so. The Normal WITS are a new
issue of securities with no established trading market.
We have been advised by the underwriters that they
presently intend to make a market in the Normal WITS
but they are not obligated to do so and may discontinue
market making at any time without notice. No
assurance can be given as to the liquidity of the trading
market for the Normal WITS, the Stripped WITS or
the Capital WITS.

In connection with this offering, the underwriters
may purchase and sell the Normal WITS in the open
market. These transactions may include short sales,
stabilizing transactions and purchases to cover
positions created by short sales. Short sales involve the
sale by the underwriters of a greater number of Normal
WITS than they are required to purchase in this
offering. Stabilizing transactions consist of certain bids
for or purchases of Normal WITS made by the
underwriters in the open market prior to the completion
of this offering.

The underwriters may also impose a penalty bid.
This occurs when a particular underwriter repays to the
underwriters a portion of the underwriting discount
received by it because the representatives have
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repurchased Normal WITS sold by or for the account
of such underwriter in stabilizing or short covering
transactions.

Purchases to cover a short position and stabilizing
transactions may have the effect of preventing or
retarding a decline in the market price of the Normal
WITS, and together with the imposition of the penalty
bid, may stabilize, maintain or otherwise affect the
market price of the Normal WITS. As a result, the
price of the Normal WITS may be higher than the price
that otherwise might exist in the open market. If these
activities are commenced, they may be discontinued by
the underwriters at any time. These transactions may
be effected in over-the-counter market or otherwise.

We have agreed for a period from the date of this
prospectus continuing to and including the later of

, 2006 and the completion of the distribution
but in any event not later than , 2006, not to
offer, sell, contract to sell or otherwise dispose of,
directly or indirectly, any Normal WITS (except for
(x) the Normal WITS offered hereby and (y) any
securities to be offered in an exchange offer or similar
transaction in respect of securities outstanding on the
date hereof, in each case including any guarantee of
such securities), any other beneficial interests in the
assets of the Trust (other than the Trust Common
Securities), any similar security issued by another trust
or other limited purpose vehicle, or any debt securities
or preferred stock of Wachovia, as the case may be,
that are substantially similar to the Normal WITS or
any of the Capital WITS, the Stripped WITS, the
Junior Subordinated Notes, the Guarantee, the Stock
Purchase Contracts or the Preferred Stock (including
any guarantee of such securities) or any securities that
are convertible into or exchangeable for or that
represent the right to receive preferred securities or any
such substantially similar securities of either the Trust,
a similar trust or Wachovia without the prior written
consent of the representatives of the underwriters.

Each of the underwriters has represented and
agreed that:

it has not made or will not make an offer of
Normal WITS to the public in the United
Kingdom within the meaning of section 102B of
the Financial Services and Markets Act 2000 (as
amended) (FSMA) except to legal entities which
are authorized or regulated to operate in the
financial markets or, if not so authorized or
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regulated, whose corporate purpose is solely to
invest in securities or otherwise in circumstances
which do not require the publication by Wachovia
of a prospectus pursuant to the Prospectus Rules
of the Financial Services Authority (FSA);

it has only communicated or caused to be
communicated and will only communicate or
cause to be communicated an invitation or
inducement to engage in investment activity
(within the meaning of section 21 of the FSMA)
to persons who have professional experience in
matters relating to investments falling within
Article 19(5) of the FSMA Order 2005 or in
circumstances in which section 21 of the FSMA
does not apply to Wachovia; and

it has complied with and will comply with all
applicable provisions of the FSMA with respect to
anything done by it in relation to the Normal

WITS in, from or otherwise involving the United

Kingdom.

In relation to each Member State of the European
Economic Area (Iceland, Norway and Lichtenstein in
addition to the member states of the European Union)
that has implemented the Prospectus Directive (each, a
Relevant Member State), each underwriter has
represented and agreed that with effect from and
including the date on which the Prospectus Directive is
implemented in that Relevant Member State (the
Relevant Implementation Date) it has not made and
will not make an offer of Normal WITS to the public
in that Relevant Member State prior to the publication
of a prospectus in relation to the Normal WITS that has
been approved by the competent authority in that
Relevant Member State or, where appropriate,
approved in another Relevant Member State and
notified to the competent authority in that Relevant
Member State, all in accordance with the Prospectus
Directive, except that it may, with effect from and
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including the Relevant Implementation Date, make an
offer of Normal WITS to the public in that Relevant
Member State at any time:

to legal entities which are authorized or regulated
to operate in the financial markets or, if not so
authorized or regulated, whose corporate purpose
is solely to invest in securities;

to any legal entity which has two or more of

(1) an average of at least 250 employees during
the last financial year; (2) a total balance sheet of
more than 43,000,000 and (3) an annual net
turnover of more than 50,000,000, as shown in its
last annual or consolidated accounts; or

in any other circumstances which do not require
the publication by the issuer of a prospectus
pursuant to Article 3 of the Prospectus Directive.
For the purposes of this provision, the expression
an offer of Normal WITS to the public in relation to
any Normal WITS in any Relevant Member State
means the communication in any form and by any
means of sufficient information on the terms of the
offer and the Normal WITS to be offered so as to
enable an investor to decide to purchase or subscribe
the Normal WITS, as the same may be varied in that
Relevant Member State by any measure implementing
the Prospectus Directive in that Relevant Member
State, and the expression Prospectus Directive means
Directive 2003/71/ EC and includes any relevant
implementing measure in each Relevant Member State.
The Normal WITS may not be offered or sold by
means of any document other than to persons whose
ordinary business is to buy or sell shares or debentures,
whether as principal or agent, or in circumstances
which do not constitute an offer to the public within
the meaning of the Companies Ordinance (Cap. 32) of
Hong Kong, and no advertisement, invitation or
document relating to the Normal WITS may be issued,
whether in Hong Kong or elsewhere that is directed at,
or the contents of which are likely to be accessed or
read by, the public in Hong Kong (except if permitted
to do so under the securities laws of Hong Kong) other
than with respect to Normal WITS that are or are
intended to be disposed of only to persons outside
Hong Kong or only to professional investors within the
meaning of the Securities and Futures Ordinance
(Cap. 571) of Hong Kong and any rules made
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thereunder.

This prospectus has not been registered as a
prospectus with the Monetary Authority of Singapore.
Accordingly, this prospectus and any other document
or material in connection with the offer or sale, or
invitation for subscription or purchase, of the Normal
WITS may not be circulated or distributed, nor may the
Normal WITS be offered or sold, or be made the
subject of an invitation for subscription or purchase,
whether directly or indirectly, to persons in Singapore
other than (i) to an institutional investor under
Section 274 of the Securities and Futures Act,

Chapter 289 of Singapore (the SFA ), (ii) to a relevant
person, or any person pursuant to Section 275(1A), and
in accordance with the conditions, specified in

Section 275 of the SFA or (iii) otherwise pursuant to,
and in accordance with the conditions of, any other
applicable provision of the SFA.

Where the Normal WITS are subscribed or
purchased under Section 275 by a relevant person
which is: (a) a corporation (which is not an accredited
investor) the sole business of which is to hold
investments and the entire share capital of which is
owned by one or more individuals, each of whom is an
accredited investor; or (b) a trust (where the trustee is
not an accredited investor) whose sole purpose is to
hold investments and each beneficiary is an accredited
investor, shares, debentures and units of shares and
debentures of that corporation or the beneficiaries
rights and interest in that trust shall not be transferable
for six months after that corporation or that trust has
acquired the Normal WITS under Section 275 except:
(1) to an institutional investor under Section 274 of the
SFA or to a relevant person, or any person pursuant to
Section 275(1A), and in accordance with the
conditions, specified in Section 275 of the SFA;

(2) where no consideration is given for the transfer; or
(3) by operation of law.

The securities have not been and will not be
registered under the Securities and Exchange Law of
Japan (the Securities and Exchange Law) and each
underwriter has agreed that it will not offer or sell any
securities, directly or indirectly, in Japan or to, or for
the benefit of, any resident of Japan (which term as
used herein means any person resident in Japan,
including any corporation or other entity organized
under the laws of Japan), or to others for re-offering or
resale, directly or indirectly, in Japan or to a
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resident of Japan, except pursuant to an exemption
from the registration requirements of, and otherwise in
compliance with, the Securities and Exchange Law and
any other applicable laws, regulations and ministerial
guidelines of Japan.

We estimate that our total out-of-pocket expenses
of this offering, excluding underwriting discounts and
commissions, will be approximately $

We and the Trust have agreed to indemnify the
underwriters against certain liabilities, including
liabilities under the Securities Act.

Wachovia Capital Markets, LLC is an indirect,
wholly-owned subsidiary of Wachovia. We conduct
our retail brokerage investment banking, institutional
and capital markets businesses through our various
bank, broker-dealer and nonbank subsidiaries,
including Wachovia Capital Markets, LLC, under the
trade name Wachovia Securities. Unless otherwise
mentioned or unless the context requires otherwise,
any reference in this prospectus to  Wachovia
Securities means Wachovia Capital Markets, LLC,
and does not mean Wachovia Securities, LLC, a
broker-dealer subsidiary of Wachovia that is not
participating in this offering.

This prospectus may be used by Wachovia
Securities or any other affiliate of ours in connection
with offers and sales related to market-making or other
transactions in the WITS and the Junior Subordinated
Notes. Wachovia Securities or any other such affiliate
of ours may act as principal or agent in such
transactions. Such sales will be made at prices related
to prevailing market prices at the time of sale or
otherwise.

The participation of Wachovia Securities in the
offer and sale of the WITS will comply with the
requirements of Rule 2720 of the National Association
of Securities Dealers, Inc., or NASD, regarding
underwriting securities of an affiliate. No NASD
member participating in offers and sales will execute a
transaction in the Securities in a discretionary account
without the prior specific written approval of such
member s customer. Any offerings of Normal WITS
will be conducted in accordance with the provisions of
Rule 2810 of the NASD Rules of Fair Conduct or any
successor provision.

In compliance with guidelines of the NASD, the
maximum commission or discount to be received by
any NASD member or independent broker-dealer may
not exceed 8% of the aggregate principal amount of the
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securities offered pursuant to this prospectus. It is
anticipated that the maximum commission or discount
to be received in any particular offering of securities
will be significantly less than this amount.

From time to time, the underwriters engage in
transactions with us in the ordinary course of business.
The underwriters have performed investment banking
services for us in the last two years and have received
fees for these services.

VALIDITY OF SECURITIES

The validity of the WITS will be passed upon by
Richards, Layton & Finger, P.A., special Delaware
counsel for the Trust. The validity of the Junior
Subordinated Notes and the Guarantee will be passed
upon for us by Cadwalader, Wickersham & Taft LLP,
New York, New York, and the validity of the Preferred
Stock will be passed upon for us by Ross E.

Jeffries, Jr., Esq., Senior Vice President and Deputy
General Counsel of Wachovia. The validity of the
Junior Subordinated Notes, the Guarantee and the
Preferred Stock will be passed upon for the
underwriters by Sullivan & Cromwell LLP, 125 Broad
Street, New York, New York. Sullivan & Cromwell
LLP will rely on the opinion of Mr. Jeffries as to
matters of North Carolina law. Cadwalader,
Wickersham & Taft LLP acted as our special tax
counsel for this offering and regularly performs legal
services for us. Certain members of Cadwalader,
Wickersham & Taft LLP performing these services
own shares of our common stock. Mr. Jeffries owns
shares of our common stock and holds options to
purchase additional shares of our common stock.
Sullivan & Cromwell LLP regularly performs legal
services for us. Certain members of Sullivan &
Cromwell LLP performing these legal services own
shares of our common stock.
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EXPERTS

The consolidated balance sheets of Wachovia
Corporation as of December 31, 2004 and 2003, and
the related consolidated statements of income, changes
in stockholders equity and cash flows for each of the
years in the three-year period ended December 31,
2004, and management s assessment of the
effectiveness of internal control over financial
reporting as of December 31, 2004, included in
Wachovia s 2004 Annual Report to Stockholders which
is incorporated by reference in Wachovia s Annual
Report on Form 10-K for the year ended December 31,
2004, and incorporated by reference in this prospectus,
have been incorporated by reference in this prospectus
in reliance upon the reports of KPMG LLP,
independent registered public accounting firm,
incorporated by reference herein, and upon the
authority of said firm as experts in accounting and
auditing.
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INDEX OF DEFINED TERMS
Additional Distribution Date 10, 45, 47
administrative trustees 1, 36
Alternative Payment Mechanism 5,73
Articles of Incorporation 57
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Capital WITS 2,45
Capital WITS Distribution Dates 10, 47
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Wachovia Securities 1, 119
WITS 37,42
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WITS
Wachovia Capital Trust I1I
% Fixed-to-Floating Rate Normal
Wachovia Income Trust Securities
(liquidation amount $1,000 per security)
fully and unconditionally guaranteed,
as described herein, by
Wachovia Corporation

Sole Book-Running Manager
Wachovia Securities
Co-Managers
Goldman, Sachs & Co.
Loop Capital Markets, LLC
Ramirez & Co., Inc.
Prospectus dated January , 2006
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PART II
INFORMATION NOT REQUIRED IN
PROSPECTUS

ITEM 14.0ther Expenses of Issuance and
Distribution

Estimated expenses:

Printing Fees $ 30,000
Fees of Securities Registrar 10,000
Trustee s Fees and Expenses 35,000
Accountant Fees and Expenses 10,000
Blue Sky Fees and Expenses 11,000
SEC Registration Fee <
NASD Filing Fee 50,500
Rating Agency Fees 100,000
Legal Fees and Expenses 650,000
Miscellaneous 50,000

Total (excluding SEC Registration
Fee) $ 946,500

* In accordance with Rules 456(b) and 457(r) under
the Securities Act, the Registrants are deferring
payment of the registration fee.

ITEM 15.Indemnification of Directors and Officers.
Sections 55-8-50 through 55-8-58 of the North
Carolina Business Corporation Act (the NCBC Act )
contain specific provisions relating to indemnification

of directors and officers of North Carolina

corporations. In general, the statute provides that (i) a

corporation must indemnify a director or officer

against reasonable expenses who is wholly successful
in his defense of a proceeding to which he is a party
because of his status as such, unless limited by the
articles of incorporation, and (ii) a corporation may
indemnify a director or officer if he is not wholly
successful in such defense, if it is determined as
provided in the statute that the director or officer meets

a certain standard of conduct, provided when a director

or officer is liable to the corporation or liable on the

basis of receiving a personal benefit, the corporation

may not indemnify him. The statute also permits a

director or officer of a corporation who is a party to a

proceeding to apply to the courts for indemnification,

unless the articles of incorporation provide otherwise,
and the court may order indemnification under certain
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circumstances set forth in the statute. The statute
further provides that a corporation may in its articles of
incorporation or bylaws or by contract or resolution
provide indemnification in addition to that provided by
the statute, subject to certain conditions set forth in the
statute.

Wachovia s bylaws provide for the indemnification
of Wachovia s directors and executive officers by
Wachovia against liabilities arising out of his status as
such, excluding any liability relating to activities which
were at the time taken known or believed by such
person to be clearly in conflict with the best interests of
Wachovia. Wachovia s articles of incorporation provide
for the elimination of the personal liability of each
director of Wachovia to the fullest extent permitted by
the provisions of the NCBC Act, as the same may from
time to time be in effect.

Wachovia maintains directors and officers liability
insurance. In general, the policy insures (i) Wachovia s
directors and officers against loss by reason of any of
their wrongful acts, and/or (ii) Wachovia against loss
arising from claims against the directors and officers
by reason of their wrongful acts, all subject to the
terms and conditions contained in the policy.

Under agreements which may be entered into by
Wachovia, certain controlling persons, directors and
officers of Wachovia may be entitled to
indemnification by underwriters and agents who
participate in the

II-1
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distribution of securities covered by the registration
statement against certain liabilities, including liabilities
under the Securities Act of 1933.

ITEM 16.Exhibits.

A list of exhibits included as part of this
registration statement is set forth in the Index to
Exhibits which immediately precedes such exhibits and
is incorporated herein by reference.

ITEM 17.Undertakings.

The undersigned Registrant hereby undertakes:

(1) To file, during any period in which offers or
sales are being made, a post-effective
amendment to this registration statement:

(i) To include any prospectus required by section
10(a)(3) of the Securities Act of 1933;

(i1) To reflect in the prospectus any facts or
events arising after the effective date of this
registration statement (or the most recent
post-effective amendment thereof) which,
individually or in the aggregate, represent a
fundamental change in the information set
forth in this registration statement.
Notwithstanding the foregoing, any increase
or decrease in volume of securities offered (if
the total dollar value of securities offered
would not exceed that which was registered)
and any deviation from the low or high end of
the estimated maximum offering range may
be reflected in the form of prospectus filed
with the Commission pursuant to Rule 424(b)
if, in the aggregate, the changes in volume
and price represent no more than 20 percent
change in the maximum aggregate offering
price set forth in the Calculation of
Registration Fee table in the effective
registration statement; and

(ii1) To include any material information with
respect to the plan of distribution not
previously disclosed in this registration
statement or any material change to such
information in this registration statement;

provided, however, that paragraphs (a)(i), (a)(ii)

and (a)(iii) do not apply if the information

required to be included in a post-effective
amendment by those paragraphs is contained in
reports filed with or furnished to the Commission
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by the registrant pursuant to Section 13 or
Section 15(d) of the Securities Exchange Act of
1934 that are incorporated by reference in the
registration statement, or is contained in a form
of prospectus filed pursuant to Rule 424(b) that is
part of the registration statement.

(2) That, for the purpose of determining any
liability under the Securities Act of 1933, each
such post-effective amendment shall be deemed
to be a new registration statement relating to the
securities offered therein, and the offering of
such securities at that time shall be deemed to
be the initial bona fide offering thereof.

(3) To remove from registration by means of a
post-effective amendment any of the securities
being registered which remain unsold at the
termination of the offering.

(4) That, for the purpose of determining liability
under the Securities Act of 1933 to any
purchaser:

(A)Each prospectus filed by the registrant
pursuant to Rule 424(b)(3) shall be deemed to
be part of the registration statement as of the
date the filed prospectus was deemed part of
and included in the registration statement; and

(B) Each prospectus required to be filed pursuant
to Rule 424(b)(2), (b)(5), or (b)(7) as part of a
registration statement in reliance on
Rule 430B relating to an offering made
pursuant to Rule 415(a)(1)(i), (vii), or (x) for
the purpose of providing the information
required by section 10(a) of the Securities Act
of 1933 shall be deemed to be part of and
included in the registration statement as of the
earlier of the date such form of

11-2
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prospectus is first used after effectiveness or the
date of the first contract of sale of securities in
the offering described in the prospectus. As
provided in Rule 430B, for liability purposes of
the issuer and any person that is at that date an
underwriter, such date shall be deemed to be a
new effective date of the registration statement
relating to the securities in the registration
statement to which that prospectus relates, and
the offering of such securities at that time shall
be deemed to be the initial bona fide offering
thereof. Provided, however, that no statement
made in a registration statement or prospectus
that is part of the registration statement or made
in a document incorporated or deemed
incorporated by reference into the registration
statement or prospectus that is part of the
registration statement will, as to a purchaser
with a time of contract of sale prior to such
effective date, supersede or modify any
statement that was made in the registration
statement or prospectus that was part of the
registration statement or made in any such
document immediately prior to such effective
date.

(5) That, for the purpose of determining liability of
the registrant under the Securities Act to any
purchaser in the initial distribution of the
securities, the undersigned registrant undertakes
that in a primary offering of securities of the
undersigned registrant pursuant to this
registration statement, regardless of the
underwriting method used to sell the securities
to the purchaser, if the securities are offered or
sold to such purchaser by means of any of the
following communications, the undersigned
registrant will be a seller to the purchaser and
will be considered to offer or sell such securities
to such purchaser:

(i) Any preliminary prospectus or prospectus of
the undersigned registrant relating to the
offering required to be filed pursuant to
Rule 424;

(i) Any free writing prospectus relating to the
offering prepared by or on behalf of the
undersigned registrant or used or referred to
by the undersigned registrant;

200



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

(iii) The portion of any other free writing
prospectus relating to the offering containing
material information about the undersigned
registrant or its securities provided by or on
behalf of the undersigned registrant; and

(iv) Any other communication that is an offer in
the offering made by the undersigned
registrant to the purchaser.

(6) That, for the purposes of determining any
liability under the Securities Act, each filing of
the registrant s annual report pursuant to
Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 that is incorporated by
reference in this registration statement shall be
deemed to be a new registration statement
relating to the securities offered therein, and the
offering of such securities at that time shall be
deemed to be the initial bona fide offering
thereof.

(7) To file an application for the purpose of
determining the eligibility of the trustees to act
under subsection (a) of Section 310 of the
Trust Indenture Act in accordance with the rules
and the registrant regulations prescribed by the
SEC under Section 305(b)(2) of the Act.

(8) Insofar as indemnification for liabilities arising
under the Securities Act may be permitted to
directors, officers and controlling persons of the
registrant pursuant to the provisions described
under Item 15 of this registration statement, or
otherwise, the registrant has been advised that in
the opinion of the SEC such indemnification is
against public policy as expressed in the
Securities Act of 1933 and is, therefore,
unenforceable. In the event that a claim for
indemnification against such liabilities (other
than the payment by the registrant of expenses
incurred or paid by a director, officer or
controlling person of the registrant in the
successful defense of any action, suit or
proceeding) is asserted by such director, officer
or controlling person, in connection with the
securities being registered, the registrant will,
unless in the opinion of its counsel the matter
has been settled by controlling precedent,
submit to a court of appropriate jurisdiction the
question whether such indemnification by it is
against public policy as expressed in the

201



Edgar Filing: MATERIAL SCIENCES CORP - Form 10-Q

Securities Act of 1933 and will be governed by
the final adjudication of such issue.
11-3
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SIGNATURES

Pursuant to the requirements of the Securities Act
of 1933, Wachovia Corporation certifies that it has
reasonable grounds to believe that it meets all of the
requirements for filing on Form S-3 and has duly
caused this Registration Statement on Form S-3 to be
signed on its behalf by the undersigned, thereunto duly
authorized, in the City of Charlotte, State of North
Carolina, as of the 24th day of January, 2006.

Wachovia Corporation
By: /s/ Mark C. Treanor

Name: Mark C. Treanor

Title: Senior Executive Vice

President,

Secretary and General
Counsel
Pursuant to the requirements of the Securities Act

of 1933, this Registration Statement on Form S-3 has
been signed by the following persons in the capacities
indicated as of the 24th day of January, 2006.

Signature Title
* Chairman, President, Chief
Executive Officer and
G. Kennedy Thompson Director
* Senior Executive Vice
President and Chief
Robert P. Kelly Financial Officer
* Executive Vice President
and Corporate Controller
David M. Julian (Principal Accounting
Officer)
* Director

John D. Baker, 11

* Director

James S. Balloun

* Director
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Robert J. Brown

Peter C. Browning

*

John T. Casteen, III

*

William H. Goodwin, Jr.

*

Robert A. Ingram

*

Donald M. James

1I-4

Director

Director

Director

Director

Director
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Signature Title
* Vice Chairman and
Director

Wallace D. Malone, Jr.

* Director

Mackey J. McDonald

* Director

Joseph Neubauer

* Director

Lloyd U. Noland, III

* Director

Van L. Richey

* Director
Ruth G. Shaw
* Director

Lanty L. Smith

* Director

John C. Whitaker, Jr.

* Director

Dona Davis Young

*By:  /s/ Mark C. Treanor

Mark C. Treanor
Attorney-in-fact

Pursuant to the requirements of the Securities Act

of 1933, Wachovia Capital Trust III certifies that it has
reasonable grounds to believe that it meets all of the
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requirements for filing on Form S-3 and has duly
caused this registration statement to be signed on its
behalf by the undersigned, thereunto duly authorized,
in the City of Charlotte, State of North Carolina, as of
the 24th day of January, 2006.

WACHOVIA CAPITAL
TRUST III

By: Wachovia Corporation, as
Depositor
By: /s/ Thomas J. Wurtz

Name: Thomas J. Wurtz
Title: Executive Vice President
II-5
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Exhibits

1.1
4.1

4.2

43

4.4

4.5

4.6

4.7

4.9

4.10

4.11

4.12

4.13

5.1

52

53

8.1

10.1

Index to Exhibits

Underwriting Agreement*

Form of Base Indenture between
Wachovia and U.S. Bank National
Association, as Trustee

First Supplemental Indenture between
Wachovia and U.S. Bank National
Association, as Trustee*

Certificate of Trust of Wachovia Capital
Trust IIT

Trust Agreement of Wachovia Capital
Trust IIT

Form of Amended and Restated Trust
Agreement of Wachovia Capital Trust III
Stock Purchase Contract Agreement
between Wachovia and Wachovia Capital
Trust III, acting through U.S. Bank
National Association, as Property
Trustee*

Form of Guarantee Agreement by and
between Wachovia, as Guarantor, and
U.S. Bank National Association, as
Guarantee Trustee

Articles of Amendment of Wachovia with
respect to the Preferred Stock*

Form of Junior Subordinated Note
(included in Exhibit 4.2)*

Form of Normal WITS Certificate
(included in Exhibit 4.5)

Form of Stripped WITS Certificate
(included in Exhibit 4.5)

Form of Capital WITS Certificate
(included in Exhibit 4.5)

Form of opinion and consent of
Cadwalader, Wickersham & Taft LLP
regarding the Junior Subordinated Notes
and Guarantee

Opinion and consent of Richards, Layton
& Finger, P.A. regarding the Normal
WITS, Stripped WITS and Capital WITS
Form of opinion and consent of Ross E.
Jeffries, Jr., Esq. regarding the Preferred
Stock

Opinion and consent of Cadwalader,
Wickersham & Taft LLP
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10.2

12.1

12.2

23.1
23.2

233

234

24
25.1

25.2

25.3

Collateral Agreement among Wachovia,
JPMorgan Chase Bank, N.A., as
Collateral Agent, Custodial Agent,
Securities Intermediary and Securities
Registrar, and Wachovia Capital Trust III,
acting through U.S. Bank National
Association, as Property Trustee*
Remarketing Agreement among
Wachovia, Wachovia Capital Trust III and
Wachovia Capital Markets, LLC*
Computations of Consolidated Ratios of
Earnings to Fixed Charges (incorporated
by reference to Exhibit (12)(a) to
Wachovia s Quarterly Report on Form
10-Q for the quarter ended September 30,
2005)

Computations of Consolidated Ratios of
Earnings to Fixed Charges and Preferred
Stock Dividends (incorporated by
reference to Exhibit (12)(b) to Wachovia s
Quarterly Report on Form 10-Q for the
quarter ended September 30, 2005)
Consent of KPMG LLP

Consent of Cadwalader, Wickersham &
Taft LLP (included in Exhibit 5.1)
Consent of Richards, Layton & Finger,
P.A. (included in Exhibit 5.2)

Consent of Ross E. Jeffries, Jr., Esq.
(included in Exhibit 5.3)

Powers of Attorney

Form T-1 Statement of Eligibility under
the Trust Indenture Act of 1939 of U.S.
Bank National Association with respect to
the Normal WITS

Form T-1 Statement of Eligibility under
the Trust Indenture Act of 1939 of U.S.
Bank National Association with respect to
the Junior Subordinated Notes

Form T-1 Statement of Eligibility under
the Trust Indenture Act of 1939 of U.S.
Bank National Association with respect to
the Guarantee

* To be filed, if necessary, subsequent to the
effectiveness of this registration statement by an
amendment to this registration statement or
incorporated by reference pursuant to a Current
Report on Form 8-K in connection with an offering
of securities.
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