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Incorporation by Reference: This Form 6-K of XTL Biopharmaceuticals Ltd. dated August 15, 2007 is hereby
incorporated by reference into the registration statement on Form F-3 (File No. 333-141529) filed by XTL
Biopharmaceuticals Ltd. with the Securities and Exchange Commission on March 23, 2007.

XTL Biopharmaceuticals Announces Financial Results
for the Six Months Ended June 30, 2007

Valley Cottage, New York, August 15, 2007 - XTL Biopharmaceuticals Ltd. (NASDAQ: XTLB; LSE: XTL; TASE:
XTL), a biopharmaceutical company engaged in the acquisition, development and commercialization of therapeutics
for the treatment of unmet medical needs, particularly neuropathic pain and hepatitis C, today announced its financial
results for the six months ended June 30, 2007.

At June 30, 2007, the Company had cash, cash equivalents and short-term bank deposits of $12.6 million, compared to
$25.2 million at December 31, 2006. The decrease of $12.6 million during the first six months of 2007 was
attributable primarily to the Company’s $7.5 million upfront payment made in connection with the in-licensing of
Bicifadine in January 2007, operating expenditures associated with the planned Phase IIb clinical trial of Bicifadine,
the development of the DOS hepatitis C pre-clinical program, and operating expenditures associated with the
Company’s legacy hepatitis C clinical programs that were terminated this year.

The loss for the six months ended June 30, 2007 was $14.6 million, or $0.07 per ordinary share, compared to a loss of
$7.3 million, or $0.04 per ordinary share, for the six months ended June 30, 2006, representing an increase in net loss
of $7.3 million. The increased loss was primarily attributable to the $7.5 million upfront payment in connection with
the in-licensing of Bicifadine and additional costs associated with the Bicifadine program, offset by lower costs
associated with the Company’s legacy hepatitis C clinical programs. The increase in loss was also due to a $0.6 million
charge that was recorded relating to stock appreciation rights granted as part of the Bicifadine transaction. For the six
months ended June 30, 2007 and 2006, the Company’s loss of $14.6 million and $7.3 million, respectively, included
$1.0 million and $1.2 million, respectively, of non-cash stock option compensation expense.

Ron Bentsur, Chief Executive Officer of XTL, commented, “From a financial standpoint our spend over the first 6
months, excluding the extraordinary payment associated with the in-licensing of Bicifadine, was slightly below plan.
We have been planning our Phase IIb study for Bicifadine in diabetic neuropathic pain and are looking forward to
starting that study shortly. As a member of the SNRI class, a proven class in neuropathic pain, and as a drug candidate
that has demonstrated anti-pain activity in multiple clinical trials, we believe that Bicifadine represents a very
compelling later-stage opportunity.” Mr. Bentsur added, “We are very excited about the pending commencement of the
Phase IIb clinical study for Bicifadine as we strive to increase investor awareness to this undervalued opportunity.”

ABOUT XTL BIOPHARMACEUTICALS LTD.
XTL Biopharmaceuticals Ltd. (“XTL”) is engaged in the acquisition, development and commercialization of
therapeutics for the treatment of neuropathic pain and hepatitis C. XTL is developing Bicifadine, a serotonin and
norepinephrine reuptake inhibitor, for the treatment of neuropathic pain. XTL is also developing several novel
pre-clinical hepatitis C small molecule inhibitors.  XTL also has an active in-licensing and acquisition program
designed to identify and acquire additional drug candidates. XTL is publicly traded on the NASDAQ, London, and
Tel-Aviv Stock Exchanges (NASDAQ: XTLB; LSE: XTL; TASE: XTL).
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Contact:
Ron Bentsur, Chief Executive Officer
Tel: +1-(845)-267-0707 ext. 225
+972-8-930-4444

Cautionary Statement
Some of the statements included in this press release, particularly those anticipating future financial performance,
clinical and business prospects for our clinical compound for neuropathic pain, Bicifadine, and for our pre-clinical
compounds for hepatitis C from our XTL-DOS program, growth and operating strategies and similar matters, may be
forward-looking statements that involve a number of risks and uncertainties. For those statements, we claim the
protection of the safe harbor for forward-looking statements contained in the Private Securities Litigation Reform Act
of 1995. Among the factors that could cause our actual results to differ materially are the following: our ability to
start a clinical trial with Bicifadine in 2007 and our ability to successfully complete cost-effective pre-clinical trials
for our DOS program, both of which will directly impact our ability to continue to fund our operations; our ability to
meet anticipated development timelines for all of our drug candidates due to recruitment, clinical trial results,
manufacturing capabilities or other factors; and other risk factors identified from time to time in our reports filed with
the Securities and Exchange Commission and the London Stock Exchange, including our annual report on Form 20-F
filed with the Securities and Exchange Commission on March 23, 2007. Any forward-looking statements set forth in
this press release speak only as of the date of this press release. We do not intend to update any of these
forward-looking statements to reflect events or circumstances that occur after the date hereof. This press release and
prior releases are available at http://www.xtlbio.com. The information in our website is not incorporated by reference
into this press release and is included as an inactive textual reference only.

2

Edgar Filing: XTL BIOPHARMACEUTICALS LTD - Form 6-K

3



XTL BIOPHARMACEUTICALS LTD.
(A Development Stage Company)

Consolidated Balance Sheets as of June 30, 2007 and 2006 (unaudited), and December 31, 2006 (audited)
(in thousands of US dollars, except share amounts)

June 30, December 31,
2007 2006 2006

A s s e t s
CURRENT ASSETS:
Cash and cash equivalents 2,451 32,172 4,400
Short-term bank deposits 10,185 -- 20,845
Trading securities -- -- 102
Property and equipment (held for sale) -- net 35 43 18
Deferred tax asset -- -- 29
Other receivables and prepaid expenses 651 644 702
T o t a l current assets 13,322 32,859 26,096
EMPLOYEE SEVERANCE PAY FUNDS 42 173 98
RESTRICTED LONG-TERM DEPOSITS 53 119 172
PROPERTY AND EQUIPMENT -- net 128 620 490
INTANGIBLE ASSETS -- net 18 32 25
DEFERRED TAX ASSET -- -- 19
T o t a l assets 13,563 33,803 26,900

Liabilities and shareholders’ equity
CURRENT LIABILITIES:
Accounts payable and accrued expenses 3,130 2,705 3,003
Deferred gain 399 399 399
Other current liabilities 565 -- --
T o t a l current liabilities 4,094 3,104 3,402

LIABILITY IN RESPECT OF EMPLOYEE
SEVERANCE OBLIGATIONS 188 444 340
DEFERRED GAIN 198 598 398
COMMITMENTS AND CONTINGENCIES
T o t a l liabilities 4,480 4,146 4,140
SHAREHOLDERS’ EQUITY:
Ordinary shares of NIS 0.02 par value
(authorized 300,000,000 as
of June 30, 2007, June 30, 2006 and December
31, 2006, issued
and outstanding 220,154,349, 220,069,801 and
220,124,349 as
of June 30, 2007, June 30, 2006 and December
31, 2006,
respectively) 1,072 1,072 1,072
Additional paid in capital 137,583 135,667 136,611
Deficit accumulated during the development
stage (129,572) (107,082) (114,923)
T o t a l shareholders’ equity 9,083 29,657 22,760
T o t a l liabilities and shareholders’ equity 13,563 33,803 26,900
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XTL BIOPHARMACEUTICALS LTD.
(A Development Stage Company)

Interim Consolidated Statements of Operations for the Six Months Ended June 30, 2007 and 2006 (unaudited)
(in thousands of US dollars, except share and per share amounts)

Period from

Six months ended
March 9,

1993*
June 30, to June 30,

2007 2006 2007
REVENUES:
Reimbursed out-of-pocket expenses -- -- 6,012
License 227 227 1,320

227 227 7,332
COST OF REVENUES:
Reimbursed out-of-pocket expenses -- -- 6,012
License (with respect to royalties) 27 27 167

27 27 6,179

GROSS MARGIN 200 200 1,153
RESEARCH AND DEVELOPMENT COSTS
(includes non-cash stock option compensation of
$66
and $107, for the six months ended June 30, 2007
and
2006, respectively) 12,118 5,008

� we must
deliver to the
trustee an
opinion of
counsel to the
effect that
(a) the trust
funds will not
be subject to
any rights of
direct holders
of senior
indebtedness
and (b) after
the 90-day
period referred
to above, the
trust funds will
not be subject
to any
applicable
bankruptcy,
insolvency,
reorganization
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or similar laws
affecting
creditors� rights
generally,
except that if a
court were to
rule under any
of those laws
in any case or
proceeding
that the trust
funds
remained our
property, then
the relevant
trustee and the
direct holders
of the
subordinated
debt securities
would be
entitled to
some
enumerated
rights as
secured
creditors in the
trust funds.

       If we ever did accomplish full defeasance, as described above, you would have to rely solely on the trust deposit
for repayment on the debt securities. In addition, in the case of subordinated debt securities, the provisions described
above under �� Subordination Provisions� will not apply. You could not look to us for repayment in the unlikely event of
any shortfall. Conversely, the trust deposit would most likely be protected from claims of our lenders and other
creditors if we ever become bankrupt or insolvent.

 Covenant Defeasance. Under current federal tax law, we can make the same type of deposit described above and
be released from some of the restrictive covenants in the debt securities. This is called covenant defeasance. In that
event, you would lose the protection of those restrictive
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covenants but would gain the protection of having money and securities set aside in trust to repay the debt
securities. In order to achieve covenant defeasance, we must do the following:

� we must deposit in trust for your benefit and the benefit of all other direct holders of the debt securities a
combination of money and U.S. government or U.S. government agency notes or bonds that will generate
enough cash to make interest, principal and any other payments on the debt securities on their various due
dates; and

� we must deliver to the trustee a legal opinion of our counsel confirming that under current federal income tax
law we may make the above deposit without causing you to be taxed on the debt securities any differently than
if we did not make the deposit and just repaid the debt securities ourselves.

       If we accomplish covenant defeasance, the following provisions, among others, of the indentures and the debt
securities would no longer apply:

� our promises regarding conduct of our business previously described under �� Limitation on Liens and Other
Encumbrances on Voting Stock of Designated Subsidiaries�, and any other covenants applicable to the series of
debt securities and described in the prospectus supplement;

� the condition regarding the treatment of liens when we merge or engage in similar transactions, as described
under �� Special Situations � Mergers and Similar Events�; and

� the events of default relating to breach of covenants, described under �� Default and Related Matters � Events of
Default � What Is an Event of Default?�.

       In addition, in the case of subordinated debt securities, the provisions described above under �� Subordination
Provisions� will not apply if we accomplish covenant defeasance.
       If we accomplish covenant defeasance, you could still look to us for repayment of the debt securities if there were
a shortfall in the trust deposit. In fact, if one of the remaining events of default occurs, such as our bankruptcy, and the
debt securities become immediately due and payable, there may be a shortfall in the trust deposit. Depending on the
event causing the default, you may not be able to obtain payment of the shortfall.
Default and Related Matters
Ranking With Our Other Unsecured Creditors
       The debt securities are not secured by any of our property or assets. Accordingly, your ownership of debt
securities means that you are one of our unsecured creditors. The senior debt securities are not subordinated to any of
our debt obligations and therefore they rank equally with all of our other unsecured and unsubordinated indebtedness.
The subordinated debt securities are subordinate and junior in right of payment to all of our senior indebtedness, as
defined in the subordinated debt indenture.
Events of Default
       You will have special rights if an event of default occurs and is not cured, as described later in this subsection.

 What Is an Event of Default? The term �event of default� means any of the following:
� we do not pay the principal or any premium on a debt security on its due date;

� we do not pay interest on a debt security within 30 days of its due date;
17
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� we do not deposit money into a separate custodial account, known as sinking fund, when such deposit is due, if
we agree to maintain any such sinking fund;

� we remain in breach of the restrictive covenant described previously under �� Restrictive Covenants � Limitation on
Liens and Other Encumbrances on Voting Stock of Designated Subsidiaries� or any other term of the applicable
indenture for 90 days after we receive a notice of default stating we are in breach. The notice must be sent by
either the trustee or direct holders of at least 25% of the principal amount of debt securities of the affected
series;

� we file for bankruptcy or certain other events of bankruptcy, insolvency or reorganization occur; or

� any other event of default described in the prospectus supplement occurs.
 Remedies If an Event of Default Occurs. If you are the holder of a subordinated debt security, all remedies

available upon the occurrence of an event of default under the subordinated debt indenture will be subject to the
restrictions on the subordinated debt securities described above under �� Subordination Provisions�. If an event of default
has occurred and has not been cured, the trustee or the direct holders of 25% in principal amount of the debt securities
of the affected series may declare the entire principal amount (or, in the case of original issue discount securities, the
portion of the principal amount that is specified in the terms of the affected debt security) of all the debt securities of
that series to be due and immediately payable. This is called a declaration of acceleration of maturity. However, a
declaration of acceleration of maturity may be canceled by the direct holders of at least a majority in principal amount
of the debt securities of the affected series.
       Reference is made to the prospectus supplement relating to any series of debt securities which are original issue
discount securities for the particular provisions relating to acceleration of the maturity of a portion of the principal
amount of original issue discount securities upon the occurrence of an event of default and its continuation.
       Except in cases of default, where the trustee has some special duties, the trustee is not required to take any action
under the indentures at the request of any holders unless the direct holders offer the trustee reasonable protection from
expenses and liability, called an indemnity. If reasonable indemnity is provided, the direct holders of a majority in
principal amount of the outstanding debt securities of the relevant series may direct the time, method and place of
conducting any lawsuit or other formal legal action seeking any remedy available to the trustee. These majority direct
holders may also direct the trustee in performing any other action under the applicable indenture with respect to the
debt securities of that series.
       Before you bypass the trustee and bring your own lawsuit or other formal legal action or take other steps to
enforce your rights or protect your interests relating to the debt securities, the following must occur:

� you must give the trustee written notice that an event of default has occurred and remains uncured;

� the direct holders of 25% in principal amount of all outstanding debt securities of the relevant series must make
a written request that the trustee take action because of the default, and must offer reasonable indemnity to the
trustee against the cost and other liabilities of taking that action;

� the trustee must have not received from direct holders of a majority in principal amount of the outstanding debt
securities of that series a direction inconsistent with the written notice; and

� the trustee must have not taken action for 90 days after receipt of the above notice and offer of indemnity.
18
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       However, you are entitled at any time to bring a lawsuit for the payment of money due on your debt
security on or after its due date.

 Street name and other indirect holders should consult their banks or brokers for information on
how to give notice or direction to or make a request of the trustee and to make or cancel a
declaration of acceleration.
       We will furnish to the trustee every year a written statement of certain of our officers certifying that to
their knowledge we are in compliance with the applicable indenture and the debt securities issued under it,
or else specifying any default.
Our Relationship With the Trustee
       JPMorgan Chase Bank, the trustee under the indentures and the institutional trustee and Delaware
trustee to each of the Trust and St. Paul Capital Trust I (a statutory business trust created under Delaware
law by us), together with its affiliates, has an aggregate $60 million participation under revolving credit
agreements among us and certain banks named therein providing for aggregate borrowing by us of a
maximum of $540 million. No borrowings under these facilities were outstanding at December 31, 2002. In
addition, JPMorgan Chase Bank has a $25 million participation under a three-year revolving credit
agreement among The John Nuveen Company, one of our subsidiaries, and certain banks named in it
providing for aggregate borrowing by The John Nuveen Company of a maximum of $125 million. There
were no borrowings outstanding under this facility at December 31, 2002. JPMorgan Chase Bank is also
the trustee under other indentures pursuant to which we or our subsidiaries have issued debt securities and
an affiliate of JPMorgan Chase Bank has provided investment banking services to us from time to time.

DESCRIPTION OF PREFERRED STOCK WE MAY OFFER
       We may issue preferred stock in one or more series, as described below. The following briefly
summarizes the provisions of our restated articles of incorporation that would be important to holders of our
preferred stock. The following description may not be complete and is subject to, and qualified in its entirety
by reference to, the terms and provisions of our restated articles of incorporation which is an exhibit to the
registration statement which contains this prospectus.
       The description of most of the financial and other specific terms of your series will be in the prospectus
supplement accompanying this prospectus. Those terms may vary from the terms described here.
       As you read this section, please remember that the specific terms of your series of preferred stock as
described in your prospectus supplement will supplement and, if applicable, may modify or replace the
general terms described in this section. If there are differences between your prospectus supplement and
this prospectus, your prospectus supplement will control. Thus, the statements we make in this section may
not apply to your series of preferred stock.
       Reference to a series of preferred stock means all of the shares of preferred stock issued as part of the
same series under a certificate of designations filed as part of our restated articles of incorporation.
Reference to your prospectus supplement means the prospectus supplement describing the specific terms
of the preferred stock you purchase. The terms used in your prospectus supplement will have the meanings
described in this prospectus, unless otherwise specified.
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Our Authorized Preferred Stock
       Under our restated articles of incorporation our board of directors is authorized, without further action
by our shareholders, to establish from the 5,000,000 undesignated shares authorized by our restated
articles of incorporation one or more classes and series, to designate each such class and series, to fix the
relative rights and preferences of each such class and series and to issue such shares. Such rights and
preferences may be superior to common stock as to dividends, distributions of assets (upon liquidation or
otherwise) and voting rights. Undesignated shares may be convertible into shares of any other series or
class of stock, including common stock, if our board of directors so determines. Our board of directors will
fix the terms of the series of preferred stock it designates by resolution adopted before we issue any shares
of the series of preferred stock.
       The prospectus supplement relating to the particular series of preferred stock will contain a description
of the specific terms of that series as fixed by our board of directors, including, as applicable:

� the offering price at which we will issue the preferred stock;

� the title, designation of number of shares and stated value of the preferred stock;

� the dividend rate or method of calculation, the payment dates for dividends and the place or places where the
dividends will be paid, whether dividends will be cumulative or noncumulative, and, if cumulative, the dates
from which dividends will begin to cumulate;

� any conversion or exchange rights;

� whether the preferred stock will be subject to redemption and the redemption price and other terms and
conditions relative to the redemption rights;

� any liquidation rights;

� any sinking fund provisions;

� any voting rights; and

� any other rights, preferences, privileges, limitations and restrictions that are not inconsistent with the terms of
our restated articles of incorporation.

       When we issue and receive payment for shares of preferred stock, the shares will be fully paid and nonassessable,
which means that its holders will have paid their purchase price in full and that we may not ask them to surrender
additional funds. Holders of preferred stock will not have any preemptive or subscription rights to acquire more of our
stock. Unless otherwise specified in the prospectus supplement relating to a particular series of preferred stock, each
series of preferred stock will rank on a parity in all respects with each other series of preferred stock and prior to our
common stock as to dividends and any distribution of our assets.
       The rights of holders of the preferred stock offered may be adversely affected by the rights of holders of any
shares of preferred stock that may be issued in the future. Our board of directors may cause shares of preferred stock
to be issued in public or private transactions for any proper corporate purposes and may include issuances to obtain
additional financing in connection with acquisitions, and issuances to officers, directors and employees pursuant to
benefit plans. Our board of directors� ability to issue shares of preferred stock may discourage attempts by others to
acquire control of us without negotiation with our board of directors, as it may make it difficult for a person to acquire
us without negotiating with our board of directors.

20

Edgar Filing: XTL BIOPHARMACEUTICALS LTD - Form 6-K

Table of Contents 11



Table of Contents

Redemption
       If so specified in the applicable prospectus supplement, a series of preferred stock may be redeemable
at any time, in whole or in part, at our option or the holder�s, and may be mandatorily redeemed.
       Any restriction on the repurchase or redemption by us of our preferred stock while we are in arrears in
the payment of dividends will be described in the applicable prospectus supplement.
       Any partial redemptions of preferred stock will be made in a way that our board of directors decides is
equitable.
       Unless we default in the payment of the redemption price, dividends will cease to accrue after the
redemption date on shares of preferred stock called for redemption and all rights of holders of these shares
will terminate except for the right to receive the redemption price.
Dividends
       Holders of each series of preferred stock will be entitled to receive dividends when, as and if declared
by our board of directors from funds legally available for payment of dividends. The rates and dates of
payment of dividends will be set forth in the applicable prospectus supplement relating to each series of
preferred stock. Dividends will be payable to holders of record of preferred stock as they appear on our
books on the record dates fixed by the board of directors. Dividends on any series of preferred stock may
be cumulative or noncumulative, as set forth in the applicable prospectus supplement.
       We may not declare, pay or set apart funds for payment of dividends on a particular series of preferred
stock unless full dividends on any other series of preferred stock that ranks equally with or senior to the
series of preferred stock have been paid or sufficient funds have been set apart for payment for either of
the following:

� all prior dividend periods of the other series of preferred stock that pay dividends on a cumulative basis; or

� the immediately preceding dividend period of the other series of preferred stock that pay dividends on a
noncumulative basis.

       Partial dividends declared on shares of any series of preferred stock and other series of preferred stock ranking on
an equal basis as to dividends will be declared pro rata. A pro rata declaration means that the ratio of dividends
declared per share to accrued dividends per share will be the same for each series of preferred stock.
Conversion or Exchange Rights
       The prospectus supplement relating to any series of preferred stock that is convertible, exercisable or
exchangeable will state the terms on which shares of that series are convertible into or exercisable or exchangeable for
shares of common stock, another series of our preferred stock or any other securities registered pursuant to the
registration statement of which this prospectus forms a part.
Liquidation Preference
       In the event of our voluntary or involuntary liquidation, dissolution or winding-up, holders of each series of our
preferred stock will have the right to receive distributions upon liquidation in the amount described in the applicable
prospectus supplement relating to each series of preferred stock,

21

Edgar Filing: XTL BIOPHARMACEUTICALS LTD - Form 6-K

Table of Contents 12



Table of Contents

plus an amount equal to any accrued and unpaid dividends. These distributions will be made before any
distribution is made on the common stock or on any securities ranking junior to the preferred stock upon
liquidation, dissolution or winding-up.
       If the liquidation amounts payable relating to the preferred stock of any series and any other securities
ranking on a parity regarding liquidation rights are not paid in full, the holders of the preferred stock of that
series and the other securities will have the right to a ratable portion of our available assets, up to the full
liquidation preference of each security. Holders of these series of preferred stock or other securities will not
be entitled to any other amounts from us after they have received their full liquidation preference.
Voting Rights
       The holders of shares of preferred stock will have no voting rights, except:

� as otherwise stated in the applicable prospectus supplement;

� as otherwise stated in the certificate of designations establishing the series; or

� as required by applicable law.
Transfer Agent and Registrar
       The transfer agent, registrar and dividend disbursement agent for the preferred stock will be stated in the
applicable prospectus supplement. The registrar for shares of preferred stock will send notices to shareholders of any
meetings at which holders of the preferred stock have the right to elect directors or to vote on any other matter.

DESCRIPTION OF DEPOSITARY SHARES WE MAY OFFER
       The following briefly summarizes the provisions of the depositary shares and depositary receipts that we may
issue from time to time and which would be important to holders of depositary receipts, other than pricing and related
terms which will be disclosed in the applicable prospectus supplement. The prospectus supplement will also state
whether any of the generalized provisions summarized below do not apply to the depositary shares or depositary
receipts being offered and provide any additional provisions applicable to the depositary shares or depositary receipts
being offered. The following description and any description in a prospectus supplement may not be complete and is
subject to, and qualified in its entirety by reference to the terms and provisions of the form of deposit agreement filed
as an exhibit to the registration statement which contains this prospectus.
Description of Depositary Shares
       We may offer depositary shares evidenced by depositary receipts. Each depositary share represents a fraction or a
multiple of a share of the particular series of preferred stock issued and deposited with a depositary. The fraction or
the multiple of a share of preferred stock which each depositary share represents will be set forth in the applicable
prospectus supplement.
       We will deposit the shares of any series of preferred stock represented by depositary shares according to the
provisions of a deposit agreement to be entered into between us and a bank or trust company which we will select as
our preferred stock depositary. We will name the depositary in the applicable prospectus supplement. Each holder of a
depositary share will be entitled to all the rights and preferences of the underlying preferred stock in proportion to the
applicable fraction or multiple of a share of preferred stock represented by the depositary share. These rights include
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dividend, voting, redemption, conversion and liquidation rights. The depositary will send the holders of
depositary shares all reports and communications that we deliver to the depositary and which we are
required to furnish to the holders of depositary shares.
Depositary Receipts
       The depositary shares will be evidenced by depositary receipts issued pursuant to the deposit
agreement. Depositary receipts will be distributed to anyone who is buying the fractional shares of
preferred stock in accordance with the terms of the applicable prospectus supplement.
Withdrawal of Preferred Stock
       Unless the related depositary shares have previously been called for redemption, a holder of
depositary shares may receive the number of whole shares of the related series of preferred stock and any
money or other property represented by the holder�s depositary receipts after surrendering the depositary
receipts at the corporate trust office of the depositary, paying any taxes, charges and fees provided for in
the deposit agreement and complying with any other requirement of the deposit agreement. Partial shares
of preferred stock will not be issued. If the surrendered depositary shares exceed the number of depositary
shares that represent the number of whole shares of preferred stock the holder wishes to withdraw, then
the depositary will deliver to the holder at the same time a new depositary receipt evidencing the excess
number of depositary shares. Once the holder has withdrawn the preferred stock, the holder will not be
entitled to re-deposit that preferred stock under the deposit agreement or to receive depositary shares in
exchange for such preferred stock. We do not expect that there will be any public trading market for
withdrawn shares of preferred stock.
Dividends and Other Distributions
       The depositary will distribute to record holders of depositary shares any cash dividends or other cash
distributions it receives on preferred stock, after deducting its fees and expenses. Each holder will receive
these distributions in proportion to the number of depositary shares owned by the holder. The depositary
will distribute only whole U.S. dollars and cents. The depositary will add any fractional cents not distributed
to the next sum received for distribution to record holders of depositary shares.
       In the event of a non-cash distribution, the depositary will distribute property to the record holders of
depositary shares, unless the depositary determines that it is not feasible to make such a distribution. If this
occurs, the depositary may, with our approval, sell the property and distribute the net proceeds from the
sale to the holders.
       The amounts distributed to holders of depositary shares will be reduced by any amounts required to be
withheld by the preferred stock depositary or by us on account of taxes or other governmental charges.
Redemption of Depositary Shares
       If the series of preferred stock represented by depositary shares is subject to redemption, then we will
give the necessary proceeds to the depositary. The depositary will then redeem the depositary shares
using the funds they received from us for the preferred stock. The redemption price per depositary share
will be equal to the redemption price payable per share for the applicable series of the preferred stock and
any other amounts per share payable with respect to the preferred stock multiplied by the fraction of a
share of preferred stock represented by one depositary share. Whenever we redeem shares of preferred
stock held by the depositary, the depositary will redeem the depositary shares representing the shares of
preferred stock on the same day provided we have

23

Edgar Filing: XTL BIOPHARMACEUTICALS LTD - Form 6-K

Table of Contents 14



Table of Contents

paid in full to the depositary the redemption price of the preferred stock to be redeemed and any accrued
and unpaid dividends. If fewer than all the depositary shares of a series are to be redeemed, the depositary
shares will be selected by lot or ratably or by any other equitable methods as the depositary will decide.
       After the date fixed for redemption, the depositary shares called for redemption will no longer be
considered outstanding. Therefore, all rights of holders of the depositary shares will cease, except that the
holders will still be entitled to receive any cash payable upon the redemption and any money or other
property to which the holder was entitled at the time of redemption. To receive this amount or other
property, the holders must surrender the depositary receipts evidencing their depositary shares to the
preferred stock depositary. Any funds that we deposit with the preferred stock depositary for any depositary
shares that the holders fail to redeem will be returned to us after a period of one year from the date we
deposit the funds.
Voting the Preferred Stock
       Upon receipt of notice of any meeting at which the holders of preferred stock are entitled to vote, the
depositary will notify holders of depositary shares of the upcoming vote and arrange to deliver our voting
materials to the holders. The record date for determining holders of depositary shares that are entitled to
vote will be the same as the record date for the preferred stock. The materials the holders will receive will
(1) describe the matters to be voted on and (2) explain how the holders, on a certain date, may instruct the
depositary to vote the shares of preferred stock underlying the depositary shares. For instructions to be
valid, the depositary must receive them on or before the date specified. To the extent possible, the
depositary will vote the shares as instructed by the holder. We agree to take all reasonable actions that the
depositary determines are necessary to enable it to vote as a holder has instructed. If the depositary does
not receive specific instructions from the holders of any depositary shares, it will vote all shares of that
series held by it proportionately with instructions received.
Conversion or Exchange
       The depositary, with our approval or at our instruction, will convert or exchange all depositary shares if
the preferred stock underlying the depositary shares is converted or exchanged. In order for the depositary
to do so, we will need to deposit the other preferred stock, common stock or other securities into which the
preferred stock is to be converted or for which it will be exchanged.
       The exchange or conversion rate per depositary share will be equal to:

� the exchange or conversion rate per share of preferred stock, multiplied by the fraction or multiple of a share of
preferred stock represented by one depositary share;

� plus all money and any other property represented by one depositary share; and

� including all amounts per depositary share paid by us for dividends that have accrued on the preferred stock on
the exchange or conversion date and that have not been paid.

       The depositary shares, as such, cannot be converted or exchanged into other preferred stock, common stock,
securities of another issuer or any other of our securities or property. Nevertheless, if so specified in the applicable
prospectus supplement, a holder of depositary shares may be able to surrender the depositary receipts to the depositary
with written instructions asking the depositary to instruct us to convert or exchange the preferred stock represented by
the depositary shares into other shares of our preferred stock or common stock or to exchange the preferred stock for
any other securities registered pursuant to the registration statement of which this prospectus forms a part. If the
depositary shares carry this right, we would agree that, upon the payment of any applicable fees, we will cause the
conversion or exchange of the preferred stock using the same
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procedures as we use for the delivery of preferred stock. If a holder is only converting part of the depositary
shares represented by a depositary receipt, new depositary receipts will be issued for any depositary
shares that are not converted or exchanged.
Amendment and Termination of the Deposit Agreement
       We may agree with the depositary to amend the deposit agreement and the form of depositary receipt
without consent of the holder at any time. However, if the amendment adds or increases fees or charges
(other than any change in the fees of any depositary, registrar or transfer agent) or prejudices an important
right of holders, it will only become effective with the approval of holders of at least a majority of the
affected depositary shares then outstanding. We will make no amendment that impairs the right of any
holder of depositary shares, as described above under �� Withdrawal of Preferred Stock�, to receive
shares of preferred stock and any money or other property represented by those depositary shares, except
in order to comply with mandatory provisions of applicable law. If an amendment becomes effective,
holders are deemed to agree to the amendment and to be bound by the amended deposit agreement if
they continue to hold their depositary receipts.
       The deposit agreement automatically terminates if:

� all outstanding depositary shares have been redeemed or converted or exchanged for any other securities into
which they or the underlying preferred stock are convertible or exchangeable;

� each share of preferred stock has been converted into or exchanged for common stock; or

� a final distribution in respect of the preferred stock has been made to the holders of depositary receipts in
connection with our liquidation, dissolution or winding-up.

       We may also terminate the deposit agreement at any time we wish. If we do so, the depositary will give notice of
termination to the record holders not less than 30 days before the termination date. Once depositary receipts are
surrendered to the depositary, it will send to each holder the number of whole or fractional shares of the series of
preferred stock underlying that holder�s depositary receipts.
Charges of Depositary and Expenses
       We will pay the fees, charges and expenses of the depositary provided in the deposit agreement to be payable by
us. Holders of depositary receipts will pay any taxes and governmental charges and any charges provided in the
deposit agreement to be payable by them. If the depositary incurs fees, charges or expenses for which it is not
otherwise liable at the election of a holder of a depositary receipt or other person, that holder or other person will be
liable for those fees, charges and expenses.
Limitations on Our Obligations and Liability to Holders of Depositary Receipts
       The deposit agreement expressly limits our obligations and the obligations of the depositary. It also limits our
liability and the liability of the depositary as follows:

� we and the depositary are only liable to the holders of depositary receipts for negligence or willful misconduct;

� we and the depositary have no obligation to become involved in any legal or other proceeding related to the
depositary receipts or the deposit agreement on your behalf or on behalf of any other party, unless you provide
us with satisfactory indemnity; and
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� we and the depositary may rely upon any written advice of counsel or accountants and on any documents we
believe in good faith to be genuine and to have been signed or presented by the proper party.

Resignation and Removal of Depositary
       The depositary may resign at any time by notifying us of its election to do so. In addition, we may remove the
depositary at any time. Within 60 days after the delivery of the notice of resignation or removal of the depositary, we
will appoint a successor depositary.

DESCRIPTION OF OUR COMMON STOCK
       The following briefly summarizes the provisions of our restated articles of incorporation and bylaws that would
be important to holders of common stock. The following description may not be complete and is subject to, and
qualified in its entirety by reference to, the terms and provisions of our restated articles of incorporation and bylaws
which are exhibits to the registration statement which contains this prospectus.
Our Common Stock
       Our authorized capital stock includes 480,000,000 shares of common stock. As of January 3, 2003, there were
226,798,999 shares of common stock outstanding, which were held by 16,914 shareholders of record.
       Each share of common stock is entitled to participate pro rata in distributions upon liquidation, subject to the
rights of holders of preferred shares, and to one vote on all matters submitted to a vote of shareholders, including the
election of directors. A vote of two-thirds of the voting power of all outstanding voting shares is required in order to
approve certain business combinations or to amend the provisions in our restated articles of incorporation applicable
to such business combinations. Holders of common stock have no preemptive or similar equity preservation rights,
and cumulative voting of shares in the election of directors is prohibited.
       The holders of common stock may receive cash dividends as declared by our board of directors out of funds
legally available for that purpose, subject to the rights of any holders of preferred shares. We are a holding company,
and our primary source for the payment of dividends is dividends from our subsidiaries. Various state laws and
regulations limit the amount of dividends that may be paid to us by our insurance subsidiaries.
       The outstanding shares of common stock are, and the shares of common stock offered by the registration
statement when issued will be, fully paid and nonassessable.
       Our common stock is listed on the New York Stock Exchange under the symbol �SPC�.
Transfer Agent
       The transfer agent and registrar for our common stock is Wells Fargo Bank Minnesota, N.A.
Limitation of Liability and Indemnification Matters
       We are subject to Minnesota Statutes, Chapter 302A. Minnesota Statutes, Section 302A.521, provides that a
corporation shall indemnify any person made or threatened to be made a party to a proceeding by reason of the former
or present official capacity (as defined) of that person against judgments, penalties, fines (including, without
limitation, excise taxes assessed against such person with respect to an employee benefit plan), settlements and
reasonable expenses (including attorneys�
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fees and disbursements), incurred by such person in connection with the proceeding, if, with respect to the
acts or omissions of that person complained of in the proceeding, that person:

� has not been indemnified therefor by another organization or employee benefit plan;

� acted in good faith;

� received no improper personal benefit and Section 302A.255 (with respect to director conflicts of interest), if
applicable, has been satisfied;

� in the case of a criminal proceeding, had no reasonable cause to believe the conduct was unlawful; and

� reasonably believed that the conduct was in the best interests of the corporation in the case of acts or omissions
in that person�s official capacity for the corporation, or, in the case of acts or omissions in that person�s official
capacity for other affiliated organizations, reasonably believed that the conduct was not opposed to the best
interests of the corporation.

       Our bylaws provide that, subject to the limitations of the next sentence, we will indemnify and make permitted
advances to a person made or threatened to be made a party to a proceeding by reason of his former or present official
capacity against judgments, penalties, fines (including, without limitation, excise taxes assessed against the person
with respect to an employee benefit plan), settlements and reasonable expenses (including, without limitation,
attorneys� fees and disbursements) incurred by that person in connection with the proceeding in the manner and to the
fullest extent permitted or required by Section 302A.521. However, we will neither indemnify nor make advances
under Section 302A.521 to any person who at the time of the occurrence or omission, which is claimed to have given
rise to the matter which is the subject of the proceeding, only had an agency relationship to us and was not at that time
our officer, director or employee unless such person and we were at that time parties to a written contract for
indemnification or advances with respect to such matter or unless our board of directors specifically authorizes such
indemnification or advances.
       We have directors� and officers� liability insurance policies, with coverage of up to $250 million, subject to various
deductibles and exclusions from coverage.

DESCRIPTION OF WARRANTS WE MAY OFFER
General
       We may issue warrants to purchase senior debt securities, subordinated debt securities, preferred stock, common
stock or any combination of these securities and these warrants may be issued by us independently or together with
any underlying securities and may be attached or separate from the underlying securities. We will issue each series of
warrants under a separate warrant agreement to be entered into between us and a warrant agent. The warrant agent will
act solely as our agent in connection with the warrants of such series and will not assume any obligation or
relationship of agency for or with holders or beneficial owners of warrants.
       The following outlines some of the general terms and provisions of the warrants. Further terms of the warrants
and the applicable warrant agreement will be stated in the applicable prospectus supplement. The following
description and any description of the warrants in a prospectus supplement may not be complete and is subject to and
qualified in its entirety by reference to the terms and provisions of the warrant agreement, a form of which has been
filed as an exhibit to the registration statement which contains this prospectus.
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       The applicable prospectus supplement will describe the terms of any warrants that we may offer,
including the following:

� the title of the warrants;

� the total number of warrants;

� the price or prices at which the warrants will be issued;

� the currency or currencies investors may use to pay for the warrants;

� the designation and terms of the underlying securities purchasable upon exercise of the warrants;

� the price at which and the currency or currencies, including composite currencies, in which investors may
purchase the underlying securities purchasable upon exercise of the warrants;

� the date on which the right to exercise the warrants will commence and the date on which the right will expire;

� whether the warrants will be issued in registered form or bearer form;

� information with respect to book-entry procedures, if any;

� if applicable, the minimum or maximum amount of warrants which may be exercised at any one time;

� if applicable, the designation and terms of the underlying securities with which the warrants are issued and the
number of warrants issued with each underlying security;

� if applicable, the date on and after which the warrants and the related underlying securities will be separately
transferable;

� if applicable, a discussion of material United States federal income tax considerations;

� the identity of the warrant agent;

� the procedures and conditions relating to the exercise of the warrants; and

� any other terms of the warrants, including terms, procedures and limitations relating to the exchange and
exercise of the warrants.

       Warrant certificates may be exchanged for new warrant certificates of different denominations, and warrants may
be exercised at the warrant agent�s corporate trust office or any other office indicated in the applicable prospectus
supplement. Prior to the exercise of their warrants, holders of warrants exercisable for debt securities will not have any
of the rights of holders of the debt securities purchasable upon such exercise and will not be entitled to payments of
principal (or premium, if any) or interest, if any, on the debt securities purchasable upon such exercise. Prior to the
exercise of their warrants, holders of warrants exercisable for shares of preferred stock or common stock will not have
any rights of holders of the preferred stock or common stock purchasable upon such exercise and will not be entitled
to dividend payments, if any, or voting rights of the preferred stock or common stock purchasable upon such exercise.
Exercise of Warrants
       A warrant will entitle the holder to purchase for cash an amount of securities at an exercise price that will be
stated in, or that will be determinable as described in, the applicable prospectus supplement. Warrants may be

Edgar Filing: XTL BIOPHARMACEUTICALS LTD - Form 6-K

Table of Contents 19



exercised at any time up to the close of business on the expiration
28

Edgar Filing: XTL BIOPHARMACEUTICALS LTD - Form 6-K

Table of Contents 20



Table of Contents

date set forth in the applicable prospectus supplement. After the close of business on the expiration date,
unexercised warrants will become void.
       Warrants may be exercised as set forth in the applicable prospectus supplement. Upon receipt of
payment and the warrant certificate properly completed and duly executed at the corporate trust office of
the warrant agent or any other office indicated in the prospectus supplement, we will, as soon as
practicable, forward the securities purchasable upon such exercise. If less than all of the warrants
represented by such warrant certificate are exercised, a new warrant certificate will be issued for the
remaining warrants.
Enforceability of Rights; Governing Law
       The holders of warrants, without the consent of the warrant agent, may, on their own behalf and for
their own benefit, enforce, and may institute and maintain any suit, action or proceeding against us to
enforce their rights to exercise and receive the securities purchasable upon exercise of their warrants.
Unless otherwise stated in the prospectus supplement, each issue of warrants and the applicable warrant
agreement will be governed by the laws of the State of New York.

DESCRIPTION OF STOCK PURCHASE CONTRACTS WE MAY OFFER
       We may issue stock purchase contracts, representing contracts obligating holders to purchase from or
sell to us, and obligating us to purchase from or sell to the holders, a specified number of shares of our
common stock or preferred stock, as applicable, at a future date or dates. The price per share of common
stock or preferred stock, as applicable, may be fixed at the time the stock purchase contracts are issued or
may be determined by reference to a specific formula contained in the stock purchase contracts. We may
issue stock purchase contracts in such amounts and in as many distinct series as we wish.
       The applicable prospectus supplement may contain, where applicable, the following information about
the stock purchase contracts issued under it:

� whether the stock purchase contracts obligate the holder to purchase or sell, or both purchase and sell, our
common stock or preferred stock, as applicable, and the nature and amount of each of those securities, or the
method of determining those amounts;

� whether the stock purchase contracts are to be prepaid or not;

� whether the stock purchase contracts are to be settled by delivery, or by reference or linkage to the value,
performance or level of our common stock or preferred stock;

� any acceleration, cancellation, termination or other provisions relating to the settlement of the stock purchase
contracts; and

� whether the stock purchase contracts will be issued in fully registered or global form.
       The applicable prospectus supplement will describe the terms of any stock purchase contracts. The preceding
description and any description of stock purchase contracts in the applicable prospectus supplement does not purport
to be complete and is subject to and is qualified in its entirety by reference to the stock purchase contract agreement
and, if applicable, collateral arrangements and depository arrangements relating to such stock purchase contracts.
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DESCRIPTION OF UNITS WE MAY OFFER
       We may issue units comprised of one or more of the other securities described in this prospectus in
any combination. Each unit will be issued so that the holder of the unit is also the holder of each security
included in the unit. Thus, the holder of a unit will have the rights and obligations of a holder of each
included security. The unit agreement under which a unit is issued may provide that the securities included
in the unit may not be held or transferred separately, at any time or at any time before a specified date.
       The applicable prospectus supplement may describe:

� the designation and terms of the units and of the securities comprising the units, including whether and under
what circumstances those securities may be held or transferred separately;

� any provisions for the issuance, payment, settlement, transfer or exchange of the units or of the securities
comprising the units; and

� whether the units will be issued in fully registered or global form.
       The applicable prospectus supplement will describe the terms of any units. The preceding description and any
description of units in the applicable prospectus supplement does not purport to be complete and is subject to and is
qualified in its entirety by reference to the unit agreement and, if applicable, collateral arrangements and depositary
arrangements relating to such units.

DESCRIPTION OF PREFERRED SECURITIES THAT THE TRUST MAY OFFER
       The following summary outlines the material terms and provisions of the preferred securities that the Trust may
offer. The particular terms of any preferred securities the Trust offers and the extent if any to which these general
terms and provisions may or may not apply to the preferred securities will be described in the applicable prospectus
supplement.
       The Trust will issue the preferred securities under an amended and restated declaration of trust, which we will
enter into at the time of any offering of preferred securities by the Trust. The amended and restated declaration of trust
for the Trust is subject to and governed by the Trust Indenture Act of 1939 and Chase Manhattan Bank USA, National
Association will act as Delaware trustee and JPMorgan Chase Bank will act as institutional trustee under the amended
and restated declaration of trust for the purposes of compliance with the provisions of the Trust Indenture Act. The
terms of the preferred securities will be those contained in the applicable amended and restated declaration of trust and
those made part of the amended and restated declaration of trust by the Trust Indenture Act and the Delaware Business
Trust Act. The following summary may not be complete and is subject to and qualified in its entirety by reference to
the form of amended and restated declaration of trust, which is filed as an exhibit to the registration statement which
contains this prospectus, the Trust Indenture Act and the Delaware Business Trust Act.
Terms
       The amended and restated declaration of trust will provide that the Trust may issue, from time to time, only one
series of preferred securities and one series of common securities. The preferred securities will be offered to investors
and the common securities will be held by us. The terms of the preferred securities, as a general matter, will mirror the
terms of the senior or the subordinated debt securities that we will issue to the Trust in exchange for the proceeds of
the sales of the preferred and common securities, and any conversion feature applicable to the preferred securities will
mirror the terms of the convertible debt securities or warrants, if any, that we will have issued to the Trust.
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If we fail to make a payment on the senior or the subordinated debt securities, the Trust holding those debt
securities will not have sufficient funds to make related payments, including cash distributions, on its
preferred securities. If the preferred securities are convertible into or exchangeable for shares of our
common stock or other securities, in the event that we fail to perform under any convertible debt securities
or warrants we issue to the Trust, the Trust will be unable to distribute to the holders any of our shares of
common stock or other securities to be distributed to the holders of the preferred securities upon their
conversion.
       You should refer to the applicable prospectus supplement relating to the preferred securities for
specific terms of the preferred securities, including, but not limited to:

� the distinctive designation of the preferred securities and common securities;

� the total and per-security-liquidation amount of the preferred securities;

� the annual distribution rate, or method of determining the rate at which the Trust issuing the securities will pay
distributions, on the preferred securities and the date or dates from which distributions will accrue;

� the date or dates on which the distributions will be payable and any corresponding record dates;

� whether distributions on preferred securities will be cumulative, and, in the case of preferred securities having
cumulative distribution rights, the date or dates or method of determining the date or dates from which
distributions on preferred securities will be cumulative;

� the right, if any, to defer distributions on the preferred securities upon extension of the interest payment period
of the related subordinated debt securities;

� whether the preferred securities are to be issued in book-entry form and represented by one or more global
certificates and, if so, the depositary for the global certificates and the specific terms of the depositary
arrangement;

� the amount or amounts which will be paid out of the assets of the Trust issuing the securities to the holders of
preferred securities upon voluntary or involuntary dissolution, winding-up or termination of the Trust;

� any obligation of the Trust to purchase or redeem preferred securities issued by it and the terms and conditions
relating to any redemption obligation;

� any voting rights of the preferred securities;

� any terms and conditions upon which the debt securities held by the Trust issuing the securities may be
distributed to holders of preferred securities;

� if the preferred securities may be converted into or exercised or exchanged for our common stock or preferred
stock or any other of our securities, the terms on which conversion, exercise or exchange is mandatory, at the
option of the holder or at the option of the Trust, the date on or the period during which conversion, exercise or
exchange may occur, the initial conversion, exercise or exchange price or rate and the circumstances or manner
in which the amount of common stock or preferred stock or other securities issuable upon conversion, exercise
or exchange may be adjusted;

� 
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� any securities exchange on which the preferred securities will be listed; and

� any other relevant rights, preferences, privileges, limitations or restrictions of the preferred securities not
inconsistent with the amended and restated declaration of trust or with applicable law.

       We will guarantee the preferred securities to the extent described below under �Description of Trust Guarantee�.
Our guarantee, when taken together with our obligations under the related debt securities and the related indenture and
any warrants and related warrant agreement, and our obligations under the amended and restated declaration of trust,
would provide a full, irrevocable and unconditional guarantee of amounts due on any preferred securities and the
distribution of any securities to which the holders would be entitled upon conversion of the preferred securities, if the
preferred securities are convertible into or exchangeable for shares of our common stock or other securities. Certain
United States federal income tax considerations applicable to any offering of preferred securities will be described in
the applicable prospectus supplement.
Liquidation Distribution Upon Dissolution
       Unless otherwise specified in an applicable prospectus supplement, the amended and restated declaration of trust
states that the Trust will be dissolved:

� on the expiration of the term of the Trust;

� upon bankruptcy, dissolution or liquidation of us or the holder of the common securities of the Trust;

� upon our written direction to the institutional trustee to dissolve the Trust and distribute the related subordinated
debt securities directly to the holders of the preferred securities and common securities;

� upon the redemption by the Trust of all of the preferred and common securities in accordance with their
terms; or

� upon entry of a court order for the dissolution of the Trust.
       Unless otherwise specified in an applicable prospectus supplement, in the event of a dissolution as described
above other than in connection with redemption, after the Trust satisfies all liabilities to its creditors as provided by
applicable law, each holder of the preferred or common securities issued by the Trust will be entitled to receive:

� the related debt securities in an aggregate principal amount equal to the aggregate liquidation amount of the
preferred or common securities held by the holder; or

� if any distribution of the related debt securities is determined by the institutional trustee not to be practical, cash
equal to the aggregate liquidation amount of the preferred or common securities held by the holder, plus
accumulated and unpaid distributions to the date of payment, and.

� if we issued warrants to the trust, a number of warrants equal to the holders proportionate share to total number
of warrants held by the Trust.

       If the Trust cannot pay the full amount due on its preferred and common securities because it has insufficient
assets available for payment, then the amounts payable by the Trust on its preferred and common securities will be
paid on a pro rata basis. However, if an event of default under the indenture has occurred and is continuing with
respect to any series of related debt securities, the total amounts due on the preferred securities will be paid before any
distribution on the common securities.
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Events of Default
       The following will be events of default under the amended and restated declaration of trust:

� an event of default under the subordinated debt indenture occurs with respect to any related series of
subordinated debt securities; or

� any other event of default specified in the applicable prospectus supplement occurs.
       If an event of default with respect to a related series of debt securities occurs and is continuing under the related
indenture, and the related indenture trustee or the holders of not less than 25% in aggregate principal amount of the
related debt securities outstanding fail to declare the principal amount of all of such debt securities to be immediately
due and payable, the holders of at least 25% in aggregate liquidation amount of the outstanding preferred securities of
the trust holding the debt securities will have the right to declare such principal amount immediately due and payable
by providing written notice to us, the institutional trustee and the indenture trustee under the related indenture.
       At any time after a declaration of acceleration has been made with respect to a related series of debt securities and
before a judgment or decree for payment of the money due has been obtained, the holders of a majority in liquidation
amount of the affected preferred securities may rescind any declaration of acceleration with respect to the related debt
securities and its consequences:

� if we deposit with the trustee funds sufficient to pay all overdue principal of and premium and interest on the
related debt securities and other amounts due to the indenture trustee and the institutional trustee; and

� if all existing events of default with respect to the related subordinated debt securities have been cured or waived
except non-payment of principal on the related subordinated debt securities that has become due solely because
of the acceleration.

       The holders of a majority in liquidation amount of the affected preferred securities may waive any past default
under the indenture with respect to related debt securities, other than a default in the payment of principal of, or any
premium or interest on, any related debt security or a default with respect to a covenant or provision that cannot be
amended or modified without the consent of the holder of each affected outstanding related debt security. In addition,
the holders of at least a majority in liquidation amount of the affected preferred securities may waive any past default
under the amended and restated declaration of trust.
       The holders of a majority in liquidation amount of the affected preferred securities shall have the right to direct
the time, method and place of conducting any proceedings for any remedy available to the institutional trustee or to
direct the exercise of any trust or power conferred on the institutional trustee under the amended and restated
declaration of trust.
       A holder of preferred securities may institute a legal proceeding directly against us, without first instituting a legal
proceeding against the institutional trustee or anyone else, for enforcement of payment to the holder of principal and
any premium or interest on the related series of debt securities having a principal amount equal to the aggregate
liquidation amount of the preferred securities of the holder, if we fail to pay principal and any premium or interest on
the related series of debt securities when payable.
       We are required to furnish annually, to the institutional trustee for the Trust, officers� certificates to the effect that,
to the best knowledge of the individuals providing the certificates, we and the Trust are not in default under the
applicable amended and restated declaration of trust or, if there has been a default, specifying the default and its status.
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Consolidation, Merger or Amalgamation of the Trust
       The Trust may not consolidate or merge with or into, or be replaced by, or convey, transfer or lease its
properties and assets substantially as an entirety to, any entity, except as described below or as described
in �� Liquidation Distribution Upon Dissolution�. The Trust may, with the consent of the administrative
trustees but without the consent of the holders of the outstanding preferred securities or the other trustees
of the Trust, consolidate or merge with or into, or be replaced by, or convey, transfer or lease its properties
and assets substantially as an entirety to, a trust organized under the laws of any State if:

� the successor entity either:
� expressly assumes all of the obligations of the Trust relating to its preferred and common securities; or

� substitutes for the Trust�s preferred securities other securities having substantially the same terms as the
preferred securities, so long as the substituted successor securities rank the same as the preferred securities
for distributions and payments upon liquidation, redemption and otherwise;

� we appoint a trustee of the successor entity who has substantially the same powers and duties as the institutional
trustee of the Trust;

� the successor securities are listed or traded, or any substituted successor securities will be listed upon notice of
issuance, on the same national securities exchange or other organization on which the preferred securities are
then listed or traded, if any;

� the merger event does not cause the preferred securities or any substituted successor securities to be downgraded
by any national rating agency;

� the merger event does not adversely affect the rights, preferences and privileges of the holders of the preferred
or common securities or any substituted successor securities in any material respect;

� the successor entity has a purpose substantially identical to that of the Trust;

� prior to the merger event, we shall provide to the Trust an opinion of counsel from a nationally recognized law
firm stating that:

� the merger event does not adversely affect the rights, preferences and privileges of the holders of the Trust�s
preferred or common securities in any material respect;

� following the merger event, neither the Trust nor the successor entity will be required to register as an
investment company under the Investment Company Act of 1940; and

� following the merger event, the Trust or the successor entity will continue to be classified as a grantor trust
for United States federal tax purposes; and

� we own, or our permitted transferee owns, all of the common securities of the successor entity and we guarantee
or our permitted transferee guarantees the obligations of the successor entity under the substituted successor
securities at least to the extent provided under the applicable preferred securities guarantee.

       In addition, unless all of the holders of the preferred securities approve otherwise, the Trust may not consolidate,
amalgamate or 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 the transaction would cause the
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Trust or the successor entity to be taxable as a corporation or classified other than as a grantor trust for
United States federal income tax purposes.
Voting Rights
       Unless otherwise specified in the applicable prospectus supplement, the holders of the preferred
securities will have no voting rights except as discussed below and under �� Amendment to the Trust
Agreement� and �Description of Trust Guarantee � Modification of the Trust Guarantee; Assignment� and
as otherwise required by law.
       If any proposed amendment to the amended and restated declaration of trust provides for, or the
trustee of the Trust otherwise proposes to effect:

� any action that would adversely affect the powers, preferences or special rights of the preferred securities in any
material respect, whether by way of amendment to the amended and restated declaration of trust or otherwise; or

� the dissolution, winding-up or termination of the Trust other than pursuant to the terms of the amended and
restated declaration of trust,

then the holders of the affected preferred securities as a class will be entitled to vote on the amendment or proposal. In
that case, the amendment or proposal will be effective only if approved by the holders of at least a majority in
aggregate liquidation amount of the affected preferred securities.
       The holders of a majority in aggregate liquidation amount of the preferred securities issued by the Trust have the
right to direct the time, method and place of conducting any proceeding for any remedy available to the institutional
trustee, or direct the exercise of any trust or power conferred upon the institutional trustee under the amended and
restated declaration of trust, including the right to direct the institutional trustee, as holder of the debt securities and, if
applicable, the warrants, to:

� direct the time, method and place of conducting any proceeding for any remedy available to the indenture trustee
for any related subordinated debt securities or execute any trust or power conferred on the indenture trustee with
respect to the related debt securities;

� if we issue warrants to the Trust, direct the time, method and place of conducting any proceeding for any
remedy available to the institutional trustee as the registered holder of the warrants;

� waive certain past defaults under the indenture with respect to any related debt securities, or the warrant
agreement with respect to any warrants;

� cancel an acceleration of the maturity of the principal of any related debt securities; or

� consent to any amendment, modification or termination of the indenture or any related debt securities or the
warrant agreement or warrants where consent is required.

       In addition, before taking any of the foregoing actions, we will provide to the institutional trustee an opinion of
counsel experienced in such matters to the effect that, as a result of such actions, the trust will not be taxable as a
corporation or classified as other than a grantor trust for United States federal income tax purposes.
       The institutional trustee will notify all preferred securities holders of the Trust of any notice of default received
from the indenture trustee with respect to the debt securities held by the Trust.
       Any required approval of the holders of preferred securities may be given at a meeting of the holders of the
preferred securities convened for the purpose or pursuant to written consent. The
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administrative trustees will cause a notice of any meeting at which holders of securities are entitled to vote
to be given to each holder of record of the preferred securities at the holder�s registered address at least
7 days and not more than 60 days before the meeting.
       No vote or consent of the holders of the preferred securities will be required for the Trust to redeem
and cancel its preferred securities in accordance with its amended and restated declaration of trust.
       Notwithstanding that holders of the preferred securities are entitled to vote or consent under any of the
circumstances described above, any of the preferred securities that are owned by us, or any affiliate of ours
will, for purposes of any vote or consent, be treated as if they were not outstanding.
Amendment to the Trust Agreement
       The amended and restated declaration of trust may be amended from time to time by us and the
institutional trustee and the administrative trustees of the Trust, without the consent of the holders of the
preferred securities, to:

� cure any ambiguity or correct or supplement any provision which may be defective or inconsistent with any
other provision;

� add to the covenants, restrictions or obligations of the sponsor; or

� modify, eliminate or add to any provisions to the extent necessary to ensure that the Trust will not be taxable as
a corporation or classified as other than a grantor trust for United States federal income tax purposes, to ensure
that the subordinated debt securities held by the Trust are treated as indebtedness for United States federal
income tax purposes or to ensure that the Trust will not be required to register as an investment company under
the Investment Company Act of 1940;

provided, however, that, in each case, the amendment would not adversely affect in any material respect the interests
of the holders of the preferred securities.
       Other amendments to the amended and restated declaration of trust may be made by us and the trustees of the
Trust upon approval of the holders of a majority in aggregate liquidation amount of the outstanding preferred
securities of the Trust and receipt by the trustees of an opinion of counsel to the effect that the amendment will not
cause the Trust to be taxable as a corporation or classified as other than a grantor trust for United States federal
income tax purposes, affect the treatment of the subordinated debt securities held by the Trust as indebtedness for
United States federal income tax purposes or affect the Trust�s exemption from the Investment Company Act of 1940.
       Notwithstanding the foregoing, without the consent of each affected holder of common or preferred securities of
the Trust, an amended and restated declaration of trust may not be amended to:

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

� change any of the conversion or redemption provisions; or

� restrict the right of a holder of any securities to institute suit for the enforcement of any payment on or after the
distribution date.
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Removal and Replacement of Trustees
       Unless an event of default exists under the debt securities or, if the preferred securities are convertible
and there is a separate warrant agreement, the warrant agreement, we may remove the institutional trustee
and the Delaware trustee at any time. If an event of default exists, the institutional trustee and the Delaware
trustee may be removed only by the holders of a majority in liquidation amount of the outstanding preferred
securities. In no event will the holders of the preferred securities have the right to vote to appoint, remove
or replace the administrative trustees, because these voting rights are vested exclusively in us as the
holder of all the Trust�s common securities. No resignation or removal of the institutional trustee or the
Delaware trustee and no appointment of a successor trustee shall be effective until the acceptance of
appointment by the successor trustee in accordance with the amended and restated declaration of trust.
Merger or Consolidation of Trustees
       Any entity into which the institutional trustee or the Delaware trustee may be merged or converted or
with which it may be consolidated, or any entity resulting from any merger, conversion or consolidation to
which the trustee shall be a party, or any entity succeeding to all or substantially all of the corporate trust
business of the trustee, shall be the successor of the trustee under the applicable amended and restated
declaration of trust; provided, however, that the entity shall be otherwise qualified and eligible.
Information Concerning the Institutional Trustee
       For matters relating to compliance with the Trust Indenture Act of 1939, the institutional trustee for the
Trust will have all of the duties and responsibilities of an indenture trustee under the Trust Indenture Act of
1939. Except if an event of default exists under the amended and restated declaration of trust, the
institutional trustee will undertake to perform only the duties specifically set forth in the amended and
restated declaration of trust. While such an event of default exists, the institutional trustee must exercise
the same degree of care and skill as a prudent person would exercise or use in the conduct of his or her
own affairs. Subject to this provision, the institutional trustee is not obligated to exercise any of the powers
vested in it by the amended and restated declaration of trust at the request of any holder of preferred
securities, unless it is offered reasonable indemnity against the costs, expenses and liabilities that it might
incur. But the holders of preferred securities will not be required to offer indemnity if the holders, by
exercising their voting rights, direct the institutional trustee to take any action following a declaration event
of default.
       JPMorgan Chase Bank, which is the institutional trustee for the Trust and St. Paul Capital Trust I (a
statutory business trust created under Delaware law by us), also serves as the senior debt indenture
trustee, the subordinated debt indenture trustee and the guarantee trustee under the trust guarantee
described below. We and certain of our affiliates maintain banking relationships with JPMorgan Chase
Bank, which are described above under �Description of Debt Securities We May Offer � Our Relationship
With the Trustee�.
Miscellaneous
       The administrative trustees of the Trust are authorized and directed to conduct the affairs of and to
operate the Trust in such a way that:

� the Trust will not be taxable as a corporation or classified as other than a grantor trust for United States federal
income tax purposes;

� the debt securities held by the Trust will be treated as indebtedness of ours for United States federal income tax
purposes; and
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� the Trust will not be deemed to be an investment company required to be registered under the Investment
Company Act of 1940.

       We and the trustees are authorized to take any action, so long as it is consistent with applicable law, the certificate
of trust or the amended and restated declaration of trust, that we and the trustees determine to be necessary or
desirable for the above purposes, as long as it does not materially and adversely affect the holders of the preferred
securities.
       Registered holders of the preferred securities have no preemptive or similar rights.
       The Trust may not, among other things, incur indebtedness or place a lien on any of its assets.
Governing Law
       The amended and restated declaration of trust and the preferred securities will be governed by and construed in
accordance with the laws of the State of Delaware, without regard to the conflict of laws provisions thereof.
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DESCRIPTION OF TRUST GUARANTEE
       The following describes certain general terms and provisions of the trust guarantee which we will
execute and deliver for the benefit of the holders from time to time of preferred securities. The trust
guarantee will be separately qualified as an indenture under the Trust Indenture Act of 1939, and
JPMorgan Chase Bank will act as indenture trustee under the trust guarantee for the purposes of
compliance with the provisions of the Trust Indenture Act of 1939. The terms of the trust guarantee will be
those contained in the trust guarantee and those made part of the trust guarantee by the Trust Indenture
Act of 1939. The following summary may not be complete and is subject to and qualified in its entirety by
reference to the form of trust guarantee, which is filed as an exhibit to the registration statement which
contains this prospectus, and the Trust Indenture Act of 1939. The trust guarantee will be held by the
guarantee trustee of the Trust for the benefit of the holders of the preferred securities.
General
       We will irrevocably and unconditionally agree to pay or make the following payments or distributions
with respect to preferred securities, in full, to the holders of the preferred securities, as and when they
become due regardless of any defense, right of set-off or counterclaim that the Trust may have except for
the defense of payment:

� any accrued and unpaid distributions which are required to be paid on the preferred securities, to the extent the
Trust does not make such payments or distributions but has sufficient funds available to do so;

� any distributions of our common stock or preferred stock or any other of our securities, in the event that the
preferred securities may be converted into or exercised for our common stock or preferred stock, to the extent
the conditions of such conversion or exercise have occurred or have been satisfied and the Trust does not
distribute such shares or other securities but has received such shares or other securities;

� the redemption price and all accrued and unpaid distributions to the date of redemption with respect to any
preferred securities called for redemption, to the extent the Trust does not make such payments or distributions
but has sufficient funds available to do so; and

� upon a voluntary or involuntary dissolution, winding-up or termination of the Trust (other than in connection
with the distribution of related subordinated debt securities to the holders of preferred securities or the
redemption of all of the preferred securities), the lesser of:

� the total liquidation amount and all accrued and unpaid distributions on the preferred securities to the date
of payment, to the extent the Trust does not make such payments or distributions but has sufficient funds
available to do so; and

� the amount of assets of the Trust remaining available for distribution to holders of such preferred securities
in liquidation of the Trust.

       Our obligation to make a payment under the trust guarantee may be satisfied by our direct payment of the
required amounts to the holders of preferred securities to which the trust guarantee relates or by causing the Trust to
pay the amounts to the holders.
Modification of the Trust Guarantee; Assignment
       Except with respect to any changes which do not adversely affect the rights of holders of preferred securities in
any material respect (in which case no vote will be required), the trust guarantee may be amended only with the prior
approval of the holders of not less than a majority in

39

Edgar Filing: XTL BIOPHARMACEUTICALS LTD - Form 6-K

Table of Contents 32



Table of Contents

liquidation amount of the outstanding preferred securities to which the trust guarantee relates. The manner
of obtaining the approval of holders of the preferred securities will be described in an accompanying
prospectus supplement. All guarantees and agreements contained in the trust guarantee will bind our
successors, assigns, receivers, trustees and representatives and will be for the benefit of the holders of the
outstanding preferred securities to which the trust guarantee relates.
Termination
       The trust guarantee will terminate when any of the following has occurred:

� all preferred securities to which the trust guarantee relates have been paid in full or redeemed in full by us, the
Trust or both;

� the subordinated debt securities held by the Trust have been distributed to the holders of the preferred
securities; or

� the amounts payable in accordance with the amended and restated declaration of trust upon liquidation of the
Trust have been paid in full.

       The trust guarantee will continue to be effective or will be reinstated, as the case may be, if at any time any holder
of preferred securities to which the trust guarantee relates must restore payment of any amounts paid on the preferred
securities or under the trust guarantee.
Events of Default
       There will be an event of default under the trust guarantee if we fail to perform any of our payment or other
obligations under the trust guarantee. However, other than with respect to a default in payment of any guarantee
payment, we must have received notice of default and not have cured the default within 90 days after receipt of the
notice. We, as guarantor, will be required to file annually with the guarantee trustee a certificate regarding our
compliance with the applicable conditions and covenants under our trust guarantee.
       The trust guarantee will constitute a guarantee of payment and not of collection. The holders of a majority in
liquidation amount of the preferred securities to which the trust guarantee relates 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
trust guarantee or to direct the exercise of any trust or power conferred upon the guarantee trustee under the trust
guarantee. If the guarantee trustee fails to enforce the trust guarantee, any holder of preferred securities to which the
trust guarantee relates may institute a legal proceeding directly against us to enforce the holder�s rights under the trust
guarantee, without first instituting a legal proceeding against the trust, the guarantee trustee or any one else. If we do
not make a guarantee payment, a holder of preferred securities may directly institute a proceeding against us for
enforcement of the trust guarantee for such payment.
Status of the Trust Guarantee
       The applicable prospectus supplement relating to the preferred securities will indicate whether the trust guarantee
is our senior or subordinated obligation. If the trust guarantee is our senior obligation it will be our general unsecured
obligation and will rank equal to our other senior and unsecured obligations.
       If the trust guarantee is our subordinated obligation, it will be our general unsecured obligation and will rank as
follows:

� subordinate and junior in right of payment to all of our senior indebtedness, as defined in the subordinated debt
indenture;

40

Edgar Filing: XTL BIOPHARMACEUTICALS LTD - Form 6-K

Table of Contents 33



Table of Contents

� on parity with our most senior preferred or preference stock currently outstanding or issued in the future, with
any guarantees of other preferred securities we or our affiliates may issue and with other issues of subordinated
debt securities; and

� senior to our common stock.
       The terms of the preferred securities provide that each holder of preferred securities by acceptance of the
preferred securities agrees to any subordination provisions and other terms of the trust guarantee relating to applicable
subordination.
Information Concerning the Guarantee Trustee
       The guarantee trustee, except if we default under the trust guarantee, will undertake to perform only such duties as
are specifically set forth in the trust guarantee and, in case a default with respect to the trust guarantee has occurred,
must exercise the same degree of care and skill as a prudent person would exercise or use in the conduct of his or her
own affairs. Subject to this provision, the guarantee trustee will not be obligated to exercise any of the powers vested
in it by the trust guarantee at the request of any holder of the preferred securities unless it is offered reasonable
indemnity against the costs, expenses and liabilities that it may incur.
Governing Law
       The trust guarantee will be governed by and construed in accordance with the laws of the State of New York.
Effect of Obligations Under the Subordinated Debt Securities and the Trust Guarantee
       As long as we may make payments of interest and any other payments when they are due on the subordinated
debt securities held by the Trust, those payments will be sufficient to cover distributions and any other payments due
on the preferred securities issued by the Trust because of the following factors:

� the total principal amount of the subordinated debt securities held by the Trust will be equal to the total stated
liquidation amount of the preferred securities and common securities issued by the Trust;

� the interest rate and the interest payment dates and other payment dates on the subordinated debt securities held
by the Trust will match the distribution rate and distribution payment dates and other payment dates for the
preferred securities and common securities issued by the Trust;

� we will pay, and the Trust will not be obligated to pay, directly or indirectly, all costs, expenses, debt, and
obligations of the Trust (other than obligations under the trust securities); and

� the amended and restated declaration of trust will further provide that the Trust is not authorized to engage in
any activity that is not consistent with its limited purposes.

       We will irrevocably guarantee payments of distributions and other amounts due on the preferred securities to the
extent the Trust has funds available to pay such amounts as and to the extent set forth under �Description of Trust
Guarantee�. Taken together, our obligations under the subordinated debt securities, the subordinated debt indenture, the
amended and restated declaration of trust and the trust guarantee will provide a full, irrevocable and unconditional
guarantee of the Trust�s payments of distributions and other amounts due on the preferred securities. No single
document standing alone or operating in conjunction with fewer than all of the other documents constitutes this
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trust guarantee. Only the combined operation of these documents effectively provides a full, irrevocable
and unconditional guarantee of the Trust�s obligations under the preferred securities.
       If and to the extent that we do not make the required payments on the subordinated debt securities, the
Trust will not have sufficient funds to make its related payments, including distributions on the preferred
securities. Our trust guarantee will not cover any payments when the Trust does not have sufficient funds
available to make those payments. Your remedy, as a holder of preferred securities, is to institute a direct
action against us. Our obligations under the trust guarantee will be subordinate to all of our senior
indebtedness.

PLAN OF DISTRIBUTION
       We and the Trust may offer and sell the securities from time to time as follows:

� to or through underwriters or dealers;

� directly to other purchasers;

� through designated agents; or

� through a combination of any of these methods of sale.
       Any underwriter or agent involved in the offer and sale of the securities will be named in the applicable
prospectus supplement.
       Because the National Association of Securities Dealers, Inc. (�NASD�) views securities such as the preferred
securities as interest in a direct participation program, any offering of preferred securities by the Trust will be made in
compliance with Rule 2810 of the NASD�s Conduct Rules.
       In some cases, we and the Trust may also repurchase the securities and reoffer them to the public by one or more
of the methods described above. This prospectus may be used in connection with any offering of securities through
any of these methods or other methods described in the applicable prospectus supplement.
       The securities we and the Trust distribute by any of these methods may be sold to the public, in one or more
transactions, either:

� at a fixed price or prices, which may be changed;

� at market prices prevailing at the time of sale;

� at prices related to prevailing market prices; or

� at negotiated prices.
       We and the Trust may solicit offers to purchase securities directly from the public from time to time. We and the
Trust may also designate agents from time to time to solicit offers to purchase securities from the public on our or the
Trust�s behalf. The prospectus supplement relating to any particular offering of securities will name any agents
designated to solicit offers, and will include information about any commissions we or the Trust may pay the agents,
in that offering. Agents may be deemed to be �underwriters� as that term is defined in the Securities Act.
       In connection with the sale of securities, underwriters may receive compensation from us or the Trust or from
purchasers of the securities, for whom they may act as agents, in the form of discounts, concessions or commissions.
Underwriters may sell the securities to or through dealers, and such dealers may receive compensation in the form of
discounts, concessions or commissions from the underwriters and/or commissions from the purchasers for whom they
may act as agents.
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Underwriters, dealers and agents that participate in the distribution of the securities may be deemed to be
underwriters, and any discounts or commissions they receive from us or the Trust, and any profit on the
resale of the securities they realize may be deemed to be underwriting discounts and commissions under
the Securities Act. Any such underwriter, dealer or agent will be identified, and any such compensation
received will be described, in the applicable prospectus supplement.
       Unless otherwise specified in the related prospectus supplement, each series of the securities will be a
new issue with no established trading market, other than the common stock. Any common stock sold
pursuant to a prospectus supplement will be listed on the NYSE, subject to official notice of issuance. We
and the Trust may elect to list any of the other securities on an exchange, but are not obligated to do so. It
is possible that one or more underwriters may make a market in a series of the securities, but will not be
obligated to do so and may discontinue any market making at any time without notice. Therefore, no
assurance can be given as to the liquidity of the trading market for the securities.
       If dealers are utilized in the sale of the securities, we and the Trust will sell the securities to the dealers
as principals. The dealers may then resell the securities to the public at varying prices to be determined by
such dealers at the time of resale. The names of the dealers and the terms of the transaction will be set
forth in the applicable prospectus supplement.
       We and the Trust may enter into agreements with underwriters, dealers and agents who participate in
the distribution of the securities which may entitle these persons to indemnification by us and the Trust
against certain liabilities, including liabilities under the Securities Act, or to contribution with respect to
payments which such underwriters, dealers or agents may be required to make in respect thereof. Any
agreement in which we agree to indemnify underwriters, dealers and agents against civil liabilities will be
described in the applicable prospectus supplement.
       In connection with an offering, the underwriters may purchase and sell securities 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 securities
than they are required to purchase in an offering. Stabilizing transactions consist of certain bids or
purchases made for the purpose of preventing or retarding a decline in the market price of the securities
while an offering is in progress.
       The underwriters also may 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 underwriters have
repurchased securities sold by or for the account of that underwriter in stabilizing or short-covering
transactions.
       These activities by the underwriters may stabilize, maintain or otherwise affect the market price of the
securities. As a result, the price of the securities 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 on an exchange or automated quotation system, if the securities
are listed on that exchange or admitted for trading on that automated quotation system, or in the
over-the-counter market or otherwise.
       We have not authorized any dealer, salesperson or other person to give any information or represent
anything not contained in this prospectus. You must not rely on any unauthorized information. This
prospectus does not offer to sell or buy any securities in any jurisdiction where it is unlawful.
       Underwriters, dealers and agents may engage in transactions with or perform services for us or the
Trust, or be customers of ours or the Trust, in the ordinary course of business.
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VALIDITY OF SECURITIES
       Unless otherwise indicated in the applicable prospectus supplement, certain matters of Delaware law
relating to the Trust and its preferred securities will be passed upon for the Trust and us by Richards,
Layton & Finger, P.A., Wilmington, Delaware. Unless otherwise indicated in the applicable prospectus
supplement, the validity of the securities will be passed upon for us by Bruce A. Backberg, Esq., our Senior
Vice President, and for the underwriters, if any, by Sullivan & Cromwell LLP, New York, New York.
Mr. Backberg may rely as to matters of New York law upon the opinion of Sullivan & Cromwell LLP, and
Sullivan & Cromwell LLP may rely as to matters of Minnesota law upon the opinion of Mr. Backberg. As of
January 6, 2003, Mr. Backberg owned, directly and indirectly, 20,289 shares of our common stock,
458 shares of our Series B Convertible Preferred Stock and currently exercisable options to
purchase 85,135 additional shares of our common stock. Sullivan & Cromwell LLP regularly provides legal
services to us.

EXPERTS
       Our consolidated financial statements and financial statement schedules I through V as of
December 31, 2001 and 2000, and for each of the years in the three-year period ended December 31,
2001, which are included in or incorporated by reference in our Annual Report on Form 10-K for the year
ended December 31, 2001 and which have been incorporated by reference in this registration statement,
have been audited by KPMG LLP, independent accountants, as set forth in their reports thereon
incorporated by reference herein. The consolidated financial statements and financial statement schedules
referred to above are included in reliance upon such reports of KPMG LLP, given upon the authority of
such firm as experts in accounting and auditing. The audit reports covering the December 31, 2001
consolidated financial statements and schedules refer to changes in the Company�s methods of
accounting for derivative instruments and hedging activities and insurance-related assessments.

WHERE YOU CAN FIND MORE INFORMATION
       We file annual, quarterly and special reports, proxy statements and other information with the SEC.
Our SEC filings are available to the public over the Internet at the SEC�s web site at http://www.sec.gov.
You may also read and copy any document we file at the SEC�s public reference rooms in
Washington, D.C., New York, New York and Chicago, Illinois. Please call the SEC at 1-800-SEC-0330 for
further information on the public reference rooms. Our common stock is traded on the New York Stock
Exchange under the symbol �SPC�. You may inspect the reports, proxy statements and other information
concerning us at the offices of the New York Stock Exchange, 11 Wall Street, New York, New York 10005.
       The SEC allows us to incorporate by reference the information we file with them, which means that we
can disclose important information to you by referring you to those documents. The information
incorporated by reference is an important part of this prospectus, and information that we file later with the
SEC will automatically update and supersede this information. Information furnished under Item 9 of our
current reports on Form 8-K is not incorporated by reference in this prospectus and registration statement.
We furnished information under Item 9 of our current reports on Form 8-K filed June 3 and August 14,
2002. We incorporate by reference the documents listed below and filings that we make after the date of
filing the initial registration statement and prior to the effectiveness of that registration statement, and any
future filings made by us with the SEC under
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Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 until we sell all of the securities
that we have registered:

� Annual Report on Form 10-K for the year ended December 31, 2001;

� Quarterly Reports on Form 10-Q for the quarters ended March 31, June 30 and September 30, 2002;

� Current Reports on Form 8-K filed March 5, March 13, April 26, June 3, July 16, July 24, July 30, August 1 and
November 7, 2002; and

� Proxy Statement for the Annual Meeting of Shareholders held on May 7, 2002.
       You may request a copy of these filings at no cost, by writing or telephoning us at the following address:
       Corporate Secretary, The St. Paul Companies, Inc., 385 Washington Street, St. Paul, Minnesota 55102.
(651) 310-7911.
       We have not included or incorporated by reference in this prospectus any separate financial statements of the
Trust. We do not believe that these financial statements would provide holders of preferred securities with any
important information for the following reasons:

� we will own all of the voting securities of the Trust;

� the Trust does not and will not have any independent operations other than to issue securities and to purchase
and hold our subordinated debt securities; and

� we are fully and unconditionally guaranteeing the obligations of the Trust as described in this prospectus.
       Although the Trust would normally be required to file information with the SEC on an ongoing basis, we expect
the SEC to exempt the Trust from filing this information for as long as we continue to file our information with the
SEC.
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