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PART T
Item 1. BUSINESS
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NationsBank Corporation is a North Carolina corporation and a multi-bank
holding company registered under the Bank Holding Company Act of 1956, as
amended (the "Act"), with its principal assets being the stock of its
subsidiaries (the "Corporation"). The principal executive offices of the
Corporation are located at NationsBank Corporate Center in Charlotte, North
Carolina 28255.

On February 27, 1997, the Corporation completed a two-for-one split of its
common stock (the "Common Stock"). All financial data included in this Annual
Report on Form 10-K reflects the impact of the stock split.

For additional information about the Corporation and its operations, see
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Table Two and the narrative comments under the caption "Management's Discussion
and Analysis of Financial Condition and Results of Operations -- Business Unit
Operations."

Primary Market Areas

Through its banking subsidiaries (the "Banks") and various non-banking
subsidiaries, the Corporation provides banking and banking-related services
primarily throughout the Mid-Atlantic (Maryland, Virginia and the District of
Columbia), the Midwest (Illinois, Iowa, Kansas and Missouri), the Southeast
(Florida, Georgia, Kentucky, North Carolina, South Carolina and Tennessee) and
the Southwest (Arkansas, New Mexico, Oklahoma and Texas). The Corporation
serves an aggregate of over 16 million households in these regions, and
management believes that these are dynamic regions in which to be located.
Personal income levels in these regions as a whole rose 5.4 percent between
1996 and 1997, and the population in these areas as a whole rose an estimated
1.2 percent between 1996 and 1997. The number of housing permits authorized
increased 2.6 percent between 1996 and 1997, ranging from a decrease of 3.05
percent in the Midwest to an increase of 5.67 percent in the Southwest. Between
1996 and 1997, the levels of unemployment in these regions as a whole fell by
approximately .06 percentage points, for an average unemployment rate of 4.7
percent in 1997. These states created more than one million new jobs in 1997,
2.2 percent above 1996.

The Corporation has the leading bank deposit market share position in
Florida, Georgia, Kansas, Maryland, New Mexico and Texas. In addition, the
Corporation ranks second in terms of bank deposit market share in Arkansas,
Missouri and South Carolina; third in the District of Columbia, Oklahoma and
Virginia; fifth in North Carolina and Tennessee; and seventh in Iowa. The
Corporation has less than 1.0 percent of the bank deposit market share in
Illinois and Kentucky.

Acquisition and Disposition Activity

As part of its operations, the Corporation regularly evaluates the
potential acquisition of, and holds discussions with, wvarious financial
institutions and other businesses of a type eligible for bank holding company
ownership or control. In addition, the Corporation regularly analyzes the
values of, and submits bids for, the acquisition of customer-based funds and
other liabilities and assets of such financial institutions and other
businesses. The Corporation also regularly considers the potential disposition
of certain of its assets, branches, subsidiaries or lines of businesses. In
1997, the Corporation sold a number of business units acquired as a result of
its acquisition of Boatmen's Bancshares, Inc. ("Boatmen's"), including
Boatmen's corporate and institutional trust and stock transfer businesses,
relocation management business, insurance premium financing business and an
escrow services business. In addition, the Corporation has entered into an
agreement to sell Superior Federal Bank, F.S.B., its federal savings bank
headquartered in Fort Smith, Arkansas. The Corporation has also entered into an
agreement to sell NationsBank of Kentucky, N.A. As a general rule, the
Corporation publicly announces any material acquisitions or dispositions when a
definitive agreement has been reached.

For additional information regarding the Corporation's acquisition
activity, see Note Two of the Notes To Consolidated Financial Statements.

Government Supervision and Regulation
General

As a registered bank holding company, the Corporation is subject to the
supervision of, and to regular inspection by, the Board of Governors of the
Federal Reserve System (the "Federal Reserve Board"). The Banks are

organized as national banking associations, which are subject to regulation,
supervision and examination by the Office of the Comptroller of the Currency
(the "Comptroller"), and as state chartered banks, which are subject to
regulation, supervision and examination by the relevant state regulators. The
Banks are also subject to regulation by the Federal Deposit Insurance
Corporation (the "FDIC") and other federal regulatory agencies. The Corporation
also owns a federal savings bank which is subject to supervision, regulation
and examination by the Office of Thrift Supervision. In addition to banking
laws, regulations and regulatory agencies, the Corporation and its subsidiaries
and affiliates are subject to various other laws and regulations and
supervision and examination by other regulatory agencies, all of which directly
or indirectly affect the operations and management of the Corporation and its
ability to make distributions. The following discussion summarizes certain
aspects of those laws and regulations that affect the Corporation.



The activities of the Corporation, and those of companies which it
controls or in which it holds more than 5 percent of the voting stock, are
limited to banking or managing or controlling banks or furnishing services to
or performing services for its subsidiaries, or any other activity which the
Federal Reserve Board determines to be so closely related to banking or
managing or controlling banks as to be a proper incident thereto. In making
such determinations, the Federal Reserve Board is required to consider whether
the performance of such activities by a bank holding company or its
subsidiaries can reasonably be expected to produce benefits to the public such
as greater convenience, increased competition or gains in efficiency that
outweigh possible adverse effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of interest or unsound banking
practices. Generally, bank holding companies, such as the Corporation, are
required to obtain prior approval of the Federal Reserve Board to engage in any
new activity or to acquire more than 5 percent of any class of voting stock of
any company.

Bank holding companies are also required to obtain the prior approval of
the Federal Reserve Board before acquiring more than 5 percent of any class of
voting stock of any bank which is not already majority-owned by the bank
holding company. Pursuant to the Riegle-Neal Interstate Banking and Branching
Efficiency Act of 1994 (the "Interstate Banking and Branching Act"), a bank
holding company became able to acquire banks in states other than its home
state, beginning September 29, 1995, without regard to the permissibility of
such acquisitions under state law, but subject to any state requirement that
the bank has been organized and operating for a minimum period of time, not to
exceed five years, and the requirement that the bank holding company, prior to
or following the proposed acquisition, controls no more than 10 percent of the
total amount of deposits of insured depository institutions in the United
States and no more than 30 percent of such deposits in that state (or such
lesser or greater amount set by state law).

The Interstate Banking and Branching Act also authorizes banks to merge
across state lines, thereby creating interstate branches. This provision, which
was effective June 1, 1997, allowed each state, prior to the effective date,
the opportunity to "opt out" of this provision, thereby prohibiting interstate
branching within that state. Of those states in which the Banks are located,
only Texas has adopted legislation to "opt out" of the interstate branching
provisions (which Texas law currently expires on September 2, 1999).
Furthermore, pursuant to the Interstate Banking and Branching Act, a bank is
now able to open new branches in a state in which it does not already have
banking operations if such state enacts a law permitting such de novo
branching. To the extent permitted under these laws, the Corporation plans to
consolidate its banking subsidiaries (with the exception of NationsBank of
Delaware, N.A.) into a single bank as soon as practicable. The Corporation
currently operates one interstate bank (i.e., a bank with banking centers in
more than one state) which is NationsBank, N.A., headquartered in Charlotte,
North Carolina, with offices in Arkansas, Florida, Georgia, Illinois, Iowa,
Kansas, Maryland, Missouri, New Mexico, North Carolina, Oklahoma, South
Carolina, Virginia, Texas and the District of Columbia. Separate banks continue
to operate in Delaware, Florida, Georgia, Kentucky (which it has agreed to
sell), Tennessee and Texas. In addition, the Corporation has a federal savings
bank headquartered in Arkansas which it has agreed to sell. As previously
described, the Corporation regularly evaluates merger and acquisition
opportunities, and it anticipates that it will continue to evaluate such
opportunities.

Proposals to change the laws and regulations governing the banking
industry are frequently introduced in Congress, in the state legislatures and
before the various bank regulatory agencies. The likelihood and timing of any
such proposals or bills and the impact they might have on the Corporation and
its subsidiaries cannot be determined at this time.

Capital and Operational Requirements

The Federal Reserve Board, the Comptroller and the FDIC have issued
substantially similar risk-based and leverage capital guidelines applicable to
United States banking organizations. In addition, those regulatory agencies may
from time to time require that a banking organization maintain capital above
the minimum levels, whether because of its financial condition or actual or
anticipated growth. The Federal Reserve Board risk-based guidelines define a
two-tier capital framework. Tier 1 capital consists of common and qualifying
preferred shareholders' equity, less certain intangibles and other adjustments.
Tier 2 capital consists of subordinated and other qualifying debt, and the
allowance for credit losses up to 1.25 percent of risk-weighted assets. The sum
of Tier 1 and Tier 2 capital less investments in unconsolidated subsidiaries
represents qualifying total capital, at least 50 percent of which must consist
of Tier 1 capital. Risk-based capital ratios are calculated by dividing Tier 1
and total capital by risk-weighted assets. Assets and off-balance sheet
exposures are assigned to one of four categories of risk-weights, based
primarily on relative credit risk. The minimum Tier 1 capital ratio is 4
percent and the minimum total capital ratio is 8 percent. The Corporation's



Tier 1 and total risk-based capital ratios under these guidelines at December
31, 1997 were 6.50 percent and 10.89 percent, respectively.

The leverage ratio is determined by dividing Tier 1 capital by adjusted
average total assets. Although the stated minimum ratio is 3 percent, most
banking organizations are required to maintain ratios of at least 100 to 200
basis points above 3 percent. The Corporation's leverage ratio at December 31,
1997 was 5.57 percent. Management believes that the Corporation meets its
leverage ratio requirement.

The Federal Deposit Insurance Corporation Improvement Act of 1991
("FDICIA"), among other things, identifies five capital categories for insured
depository institutions (well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized and critically
undercapitalized) and requires the respective Federal regulatory agencies to
implement systems for "prompt corrective action" for insured depository
institutions that do not meet minimum capital requirements within such
categories. FDICIA imposes progressively more restrictive constraints on
operations, management and capital distributions, depending on the category in
which an institution is classified. Failure to meet the capital guidelines
could also subject a banking institution to capital raising requirements. An
"undercapitalized" bank must develop a capital restoration plan and its parent
holding company must guarantee that bank's compliance with the plan. The
liability of the parent holding company under any such guarantee is limited to
the lesser of 5 percent of the bank's assets at the time it became
"undercapitalized" or the amount needed to comply with the plan. Furthermore,
in the event of the bankruptcy of the parent holding company, such guarantee
would take priority over the parent's general unsecured creditors. In addition,
FDICIA requires the various regulatory agencies to prescribe certain
non-capital standards for safety and soundness relating generally to operations
and management, asset quality and executive compensation and permits regulatory
action against a financial institution that does not meet such standards.

The various regulatory agencies have adopted substantially similar
regulations that define the five capital categories identified by FDICIA, using
the total risk-based capital, Tier 1 risk-based capital and leverage capital
ratios as the relevant capital measures. Such regulations establish various
degrees of corrective action to be taken when an institution is considered
undercapitalized. Under the regulations, a "well capitalized" institution must
have a Tier 1 capital ratio of at least 6 percent, a total capital ratio of at
least 10 percent and a leverage ratio of at least 5 percent and not be subject
to a capital directive order. An "adequately capitalized" institution must have
a Tier 1 capital ratio of at least 4 percent, a total capital ratio of at least
8 percent and a leverage ratio of at least 4 percent, or 3 percent in some
cases. Under these guidelines, each of the Banks is considered well
capitalized.

Banking agencies have also adopted final regulations which mandate that
regulators take into consideration (i) concentrations of credit risk; (ii)
interest rate risk (when the interest rate sensitivity of an institution's
assets does not match the sensitivity of its liabilities or its
off-balance-sheet position); and (iii) risks from non-traditional activities,
as well as an institution's ability to manage those risks, when determining the
adequacy of an institution's capital. That evaluation will be made as a part of
the institution's regular safety and soundness examination. In addition, the
banking agencies have amended their regulatory capital guidelines to
incorporate a measure for market risk. In accordance with the amended
guidelines, the Corporation and any Bank with significant trading activity (as
defined in the amendment) must incorporate a measure for market risk in their
regulatory capital calculations effective for reporting periods after January
1, 1998. The revised guidelines are not expected to have a material impact on
the Corporation or the Banks' regulatory capital ratios or their well
capitalized status.

Distributions

The Corporation's funds for cash distributions to its shareholders are
derived from a variety of sources, including cash and temporary investments.
The primary source of such funds, however, is dividends received from the
Banks. Each of the Banks is subject to various general regulatory policies and
requirements relating to the payment of dividends, including requirements to
maintain capital above regulatory minimums. The appropriate federal regulatory
authority is authorized to determine under certain circumstances relating to
the financial condition of the bank or bank holding company that the payment of
dividends would be an unsafe or unsound practice and to prohibit payment
thereof.

In addition to the foregoing, the ability of the Corporation and the Banks
to pay dividends may be affected by the various minimum capital requirements
and the capital and non-capital standards established under FDICIA, as
described above. The right of the Corporation, its shareholders and its
creditors to participate in any distribution of the assets or earnings of its



subsidiaries is further subject to the prior claims of creditors of the
respective subsidiaries.

Source of Strength

According to Federal Reserve Board policy, bank holding companies are
expected to act as a source of financial strength to each subsidiary bank and
to commit resources to support each such subsidiary. This support may be
required at times when a bank holding company may not be able to provide such
support. Similarly, under the cross-guarantee provisions of the Federal Deposit
Insurance Act, in the event of a loss suffered or anticipated by the FDIC --
either as a result of default of a banking or thrift subsidiary of the
registrant or related to FDIC assistance provided to a subsidiary in danger of
default -- the other Banks may be assessed for the FDIC's loss, subject to
certain exceptions.

Competition

The activities in which the Corporation and its three major business units
(the General Bank, Global Finance and Financial Services) engage are highly
competitive. Generally, the lines of activity and markets served involve
competition with other banks, savings and loan associations, credit unions and
other non-bank financial institutions, such as investment banking firms,
brokerage firms, mutual funds and insurance companies, as well as other
entities which offer financial services, located both within and without the
United States. The methods of competition center around various factors, such
as customer services, interest rates on loans and deposits, lending limits and
location of offices.

The commercial banking business in the various local markets served by the
Corporation's three major business units is highly competitive. The General
Bank, Global Finance and Financial Services compete with other commercial
banks, savings and loan associations, finance companies and other businesses
which provide similar services. The three major business units actively compete
in commercial lending activities with local, regional and international banks
and non-bank financial organizations, some of which are larger than certain of
the registrant's non-banking subsidiaries and the Banks. In its consumer
lending operations, the competitors of the three major business units include
other banks, savings and loan associations, credit unions, regulated small loan
companies and other non-bank organizations offering financial services. In the
investment banking, investment advisory and brokerage business, the
Corporation's non-banking subsidiaries compete with other banking and
investment banking firms, investment advisory firms, brokerage firms, mutual
funds and other organizations offering similar services. The Corporation's
mortgage banking subsidiary competes with commercial banks, savings and loan
associations, government agencies, mortgage brokers and other non-bank
organizations offering mortgage banking services. In the trust business, the
Banks compete with other banks, investment counselors and insurance companies
in national markets for institutional funds and corporate pension and profit
sharing accounts. The Banks also compete with other banks, trust companies,
insurance agents, financial counselors and other fiduciaries for personal trust
business. The Corporation and its three major business units also actively
compete for funds. A primary source of funds for the Banks is deposits, and
competition for deposits includes other deposit-taking organizations, such as
commercial banks, savings and loan associations and credit unions, as well as
money market mutual funds.

The Corporation's ability to expand into additional states remains subject
to various federal and state laws. See "Government Supervision and Regulation
- - —-- General" for a more detailed discussion of interstate banking and branching
legislation and certain state legislation.

Employees

As of December 31, 1997, the Corporation and its subsidiaries had 80,360
full-time equivalent employees. Of the foregoing employees, 48,998 were
employed by the General Bank, 6,882 were employed by Global Finance, 2,768 were
employed by Financial Services, 19,416 were employed by NationsBanc Services,
Inc. (a subsidiary providing operational support services to the Corporation
and its subsidiaries) and the remainder were employed by the Corporation and
its other subsidiaries. On January 9, 1998, the Corporation completed its
merger with Barnett Banks, Inc., which had 21,487 full-time equivalent
employees as of December 31, 1997. None of the Corporation's domestic employees
are covered by a collective bargaining agreement. Management considers its
employee relations to be good.

Item 2. PROPERTIES

The principal offices of the Corporation, as well as the General Bank and



Global Finance, are located in the 60-story NationsBank Corporate Center in
Charlotte, North Carolina, which is owned by a subsidiary of the Corporation.
The Corporation occupies approximately 589,000 square feet and leases
approximately 524,000 square feet to third parties at market rates, which
represents substantially all of the space in this facility. The principal
offices of Financial Services are located in two buildings in Jacksonville,
Florida, which are owned by a subsidiary of the Corporation. Financial Services
occupies substantially all of the approximately 307,000 square feet in these
facilities.

The Corporation also leases or owns a significant amount of space in
Atlanta, Georgia; Baltimore, Maryland; Dallas, Texas; Jacksonville and Tampa,
Florida; Richmond and Norfolk, Virginia; and St. Louis, Missouri; as well as
additional premises in Charlotte and throughout its franchise. As of January 9,
1998, the Corporation and its subsidiaries owned or leased approximately 5,300
locations in 46 states, the District of Columbia and 10 foreign countries.

Item 3. LEGAL PROCEEDINGS

In the ordinary course of business, the Corporation and its subsidiaries
are routinely defendants in or parties to a number of pending and threatened
legal actions and proceedings, including several actions brought on behalf of
various classes of claimants. In certain of these actions and proceedings
substantial money damages are asserted against the Corporation and its
subsidiaries and certain of these actions and proceedings are based on alleged
violations of consumer protection, securities, environmental, banking and other
laws. Management believes, based upon the advice of counsel, that these actions
and proceedings and the losses, if any, resulting from the final outcome
thereof, will not be material in the aggregate to the Corporation's financial
position or results of operations.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

A special meeting of shareholders was held on December 19, 1997 (the
"Special Meeting"). The Corporation's Common Stock, 7% Cumulative Redeemable
Preferred Stock, Series B, and ESOP Convertible Preferred Stock, Series C,
voted together as a single class on the matters submitted to the shareholders
at the Special Meeting. The following are voting results on each of these
matters:

<TABLE>
<S> <C> <C> <C>
Against
or
For Withheld Abstentions

1. The issuance of shares of the Corporation's

Common Stock and $2.50 Cumulative

Convertible Preferred Stock, Series BB, in the

merger with Barnett Banks, Inc. .............. 502,572,758 7,359,802 3,251,244
2. The amendment and restatement of the

NationsBank Corporation Key Employee Stock

= o N 395,758,669 109,390,495 8,034,640
</TABLE>

Item 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

Pursuant to the Instructions to Form 10-K and Item 401 (b) of Regulation
S-K, the name, age and position of each executive officer and the principal
accounting officer of the Corporation are listed below along with such
officer's business experience during the past five years. Officers are
appointed annually by the Board of Directors at the meeting of directors
immediately following the annual meeting of shareholders.

Andrew B. Craig, III, age 66, Chairman of the Board. Mr. Craig was
Chairman of the Board and Chief Executive Officer of Boatmen's Bancshares, Inc.
from 1989 until January 7, 1997 when Boatmen's Bancshares, Inc. was merged with
the Corporation at which time he was elected as Chairman of the Board and a
director of the Corporation. He also served as President of Boatmen's
Bancshares, Inc. from 1985 to 1994.

James H. Hance, Jr., age 53, Vice Chairman and Chief Financial Officer.
Mr. Hance was named Chief Financial Officer in August 1988, also served as
Executive Vice President from March 1987 to October 1993 and was named Vice
Chairman in October 1993. He first became an officer in 1987. He also serves as
Vice Chairman and a director of NationsBank, N.A., and as a director of the
Corporation, NationsBank of Tennessee, N.A. and various other subsidiaries of
the Corporation.

Kenneth D. Lewis, age 50, President. Mr. Lewis was named to his present

<C>

Broker
Nonvotes



position in October 1993. Prior to that time, from June 1990 to October 1993 he
served as President of the Corporation's General Bank. He first became an
officer in 1971. Mr. Lewis also serves as President and a director of
NationsBank, N.A. and a director of NationsBank of Texas, N.A. and of the
Corporation.

Hugh L. McColl, Jr., age 62, Chief Executive Officer and Chief Executive
Officer of the Banks. Mr. McColl was Chairman of the Corporation from September
1983 until December 31, 1991, and from December 31, 1992 until January 7, 1997.
He first became an officer in 1962. He also serves as a director of the
Corporation.

Marc D. Oken, age 51, Executive Vice President and Principal Accounting
Officer. He first became an officer in 1989.

F. William Vandiver, Jr., age 56, Chairman, Corporate Risk Policy. Mr.
Vandiver was named to his present position in June 1997. Prior to that time,
from January 1996 to June 1997 he served as President of NationsBank Global
Finance and from July 1991 to January 1996 he served as President, Specialized
Finance Group. He has been an officer since 1968. He also serves as a director
of NationsBank, N.A.

PART II

Item 5. MARKET FOR REGISTRANT'S COMMON STOCK AND RELATED
SECURITY HOLDER MATTERS

The principal market on which the Common Stock is traded is the New York
Stock Exchange. The Common Stock is also listed on the London Stock Exchange
and the Pacific Stock Exchange, and certain shares are listed on the Tokyo
Stock Exchange. The following table sets forth the high and low sales prices of
the Common Stock on the New York Stock Exchange Composite Transactions List for
the periods indicated:

<TABLE>
<CAPTION>
Quarter High Low
<S> <C> <C> <C>
1996 first $40 11/16 $32 3/16
second 42 5/16 37 3/8
third 47 1/16 38 3/16
fourth 52 5/8 43 1/8
1997 first 65 48
second 70 54
third 71 11/16 56 5/8
fourth 66 3/8 55
</TABLE>
7

As of January 9, 1998, there were 174,488 record holders of Common Stock.
During 1996 and 1997, the Corporation paid dividends on the Common Stock on a
quarterly basis. The following table sets forth dividends declared per share of
Common Stock for the periods indicated:

<TABLE>
<CAPTION>
Quarter Dividend
<S> <C> <C>
1996 first $ .29
second .29
third .29
fourth .33
1997 first .33
second .33
third .33
fourth .38
</TABLE>

For additional information regarding the Corporation's ability to pay
dividends, see "Government Supervision and Regulation -- Distributions" and
Note Nine of the Notes To Consolidated Financial Statements.

On October 1, 1997, the Corporation completed the acquisition of
Montgomery Securities, an investment banking and institutional brokerage
partnership, for aggregate consideration of approximately $1.1 billion, of



which approximately $840 million was paid in cash and the remainder was paid
with 5.3 million unregistered shares of Common Stock. The issuance of the
shares in this transaction was deemed to be exempt from registration under the
Securities Act of 1933, as amended, in reliance on Section 4(2) as a
transaction by an issuer not involving any public offering.

Item 6. SELECTED FINANCIAL DATA
See Table One for Selected Financial Data.

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

On February 27, 1997, the Corporation completed a two-for-one split of
common stock. All financial data included in this Annual Report on Form 10-K
reflects the impact of the stock split.

This report contains certain forward-looking statements which are subject
to risks and uncertainties that could cause actual results to differ materially
from those reflected in such forward-looking statements, which are
representative only on the date hereof. Readers of this report should not rely
solely on the forward-looking statements and should consider all uncertainties
and risks discussed throughout this report. The Corporation undertakes no
obligation to update any forward-looking statements contained herein.

The Corporation's loan growth is dependent on economic conditions as well
as various discretionary factors, such as decisions to securitize, sell, or
purchase certain loans or loan portfolios, syndications or participations of
loans, the retention of residential mortgage loans generated by the mortgage
subsidiary, the management of borrower, industry, product and geographic
concentrations and the mix of the loan portfolio. The rate of charge-offs and,
accordingly, provision expense can be affected by local, regional and
international economic conditions, concentrations of borrowers, industries,
products and geographic locations, the mix of the loan portfolio and
management's judgments regarding the collectibility of loans. Liquidity
requirements may change as a result of fluctuations in assets and liabilities
and off-balance sheet exposures, which will impact the capital and debt
financing needs of the Corporation and the mix of funding sources. Decisions to
purchase or sell securities are also dependent on liquidity requirements as
well as on- and off-balance sheet positions. Factors that may impact interest
rate risk include local, regional and international economic conditions,
levels, mix, maturities, yields or rates of assets and liabilities, utilization
and effectiveness of interest rate contracts and the wholesale and retail
funding sources of the Corporation. Factors that may cause actual noninterest
expense to differ from estimates include uncertainties relating to the
Corporation's efforts to prepare its systems and technology for the Year 2000,
as well as uncertainties relating to the ability of third parties with whom the
Corporation has business relationships to address the Year 2000 issue in a
timely and adequate manner.

In addition, the banking industry in general is subject to various
monetary and fiscal policies and regulations, which include those determined by
the Federal Reserve Board, the Office of the Comptroller of the Currency,
Federal Deposit Insurance Corporation, state regulators and the Office of
Thrift Supervision, which policies and regulations could affect the
Corporation's results. Other factors that may cause actual results to differ
from the forward-looking statements include competition with other local,
regional and international banks, savings and loan associations, credit unions
and other non-bank financial institutions, such as investment banking firms,
investment advisory firms, brokerage firms, mutual funds and insurance
companies, as well as other entities which offer financial services, located
both within and without the United States; interest rate, market and monetary
fluctuations; inflation; general economic conditions and economic conditions in
the geographic regions and industries in which the Corporation operates;
introduction and acceptance of new banking-related products, services and
enhancements; fee pricing strategies, mergers and acquisitions and their
integration into the Corporation, and management's ability to manage these and
other risks.

1997 Compared to 1996
Overview

The Corporation is a multi-bank holding company headquartered in
Charlotte, North Carolina, which provides a diversified range of banking and
certain non-banking financial services both domestically and internationally
through three major Business Units: the General Bank, Global Finance and
Financial Services. After the merger on January 9, 1998 with Barnett Banks,
Inc. (Barnett), headquartered in Jacksonville, Florida, the Corporation had
approximately $310 billion in assets, making it the third largest banking
company in the United States. The Corporation will account for this transaction



as a pooling of interests and, accordingly, the recorded assets, liabilities,
shareholders' equity, income and expenses of the Corporation and Barnett will
be combined and reflected at their historical amounts.

On January 7, 1997, the Corporation completed its acquisition of Boatmen's
Bancshares, Inc. (Boatmen's), headquartered in St. Louis, Missouri. In
addition, on October 1, 1997, the Corporation acquired Montgomery Securities
(Montgomery), an investment banking and institutional brokerage firm
headquartered in San Francisco, California. The Corporation accounted for these
acquisitions as purchase business combinations; therefore, the results of
operations of Boatmen's and Montgomery are included in the financial statements
of the Corporation from their dates of acquisition, respectively.

The increases over the prior year in income, expense and balance sheet
categories were due largely to the Boatmen's acquisition; however, income and
most balance sheet categories were also impacted by internal growth. Other
significant changes in the Corporation's results of operations and financial
position are described in the following sections.

Refer to Table One and Table Nineteen for annual and quarterly selected
financial data, respectively.

Key performance highlights for 1997 were:

o Net income reflected growth of approximately 30 percent over 1996, amounting
to $3.08 billion for the year ended December 31, 1997 compared to $2.38
billion in 1996. Earnings per common share for 1997 increased 7 percent to
$4.27 from $4.00 in 1996 and diluted earnings per common share increased 6
percent to $4.17 from $3.92 in 1996. Excluding a merger-related charge of
$118 million ($77 million, net of tax), net income for 1996 was $2.5
billion and earnings per common share and diluted earnings per common share
were $4.13 and $4.05, respectively.

o Taxable-equivalent net interest income increased 25 percent to $8.0 billion
in 1997. Excluding the impact of the Boatmen's acquisition, loan sales and
securitizations, net interest income increased approximately 6 percent. The
net interest yield increased to 3.79 percent compared to 3.62 percent in
1996.

o The provision for credit losses covered net charge-offs and totaled $800
million in 1997 compared to $605 million in 1996. Net charge-offs as a
percentage of average loans, leases and factored accounts receivable
increased to .54 percent in 1997 compared to .48 percent in 1996, while net
charge-offs totaled $798 million in 1997 compared to $598 million in 1996.
Higher net charge-offs were largely the result of an increase in the
average loans, leases, and factored accounts receivable portfolio,
attributable to both the Boatmen's acquisition and internal growth as well
as deterioration in consumer credit quality experienced on an industry-wide
basis. Higher total consumer net charge-offs were partially offset by lower
net charge-offs in the commercial loan portfolio. Nonperforming assets were
$1.1 billion on December 31, 1997 compared to $1.0 billion on December 31,
1996, the result of the Boatmen's acquisition.

o Noninterest income increased 37 percent to $5.0 billion in 1997. This growth
was attributable to higher levels of income from virtually all areas,
including service charges on deposit accounts, investment banking income,
asset management and fiduciary service fees and brokerage income. Excluding
the acquisitions of Boatmen's and Montgomery, noninterest income increased
approximately 9 percent.

o Noninterest expense increased to $7.4 billion, but was essentially unchanged
if the Boatmen's and Montgomery acquisitions and related transition
expenses were excluded.

o Cash basis ratios, which measure operating performance excluding intangible
assets and the related amortization expense, improved with cash basis
diluted earnings per common share rising 15 percent to $4.76 in 1997
compared to $4.13 in 1996. For 1997, return on average tangible common
shareholders' equity increased 847 basis points to 30.6 percent compared to
22.1 percent in 1996. The cash basis efficiency ratio was 53.8 percent in
1997, an improvement of 120 basis points from 1996 levels due to successful
acquisition integration and expense management efforts.

The remainder of management's discussion and analysis of the consolidated
results of operations and financial condition of the Corporation should be read
together with the consolidated financial statements and related notes presented
on pages 45 through 79.
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Table One
Five-Year Summary of Selected Financial Data
(Dollars in Millions Except Per-Share Information)

<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Income statement
I o =S oy Y= oA 5 o Y7 ) 11 S 16,579 $ 13,796
B O o O ol Y D o T o 1 8,681 7,467
Net interest income (taxable-equivalent) .. .. ...ttt eeteeeenenneenenn 8,014 6,423
Net Interest dMCOmME . it ittt ittt i ittt et ettt eeeeneeeeeeeeeeeeeeeeeeeeennnenns 7,898 6,329
Provision for Credif 1oSSeS ittt ittt ittt ettt ettt ettt et ettt e e 800 605
Gains (losses) on sales 0f seCUrities ...ttt ittt ittt ittt 153 67
NONINEEIESET LN COME v it ittt et et e ettt e e e e et eseeee e eeeeeeeeeeeeeeeeeseeeeeeennnn 5,002 3,646
Foreclosed properties expense (INCOME) i v it ittt ennneeeeeeenneeeeeennessesnnnas 10 20
Merger-related CRarge . ...ttt ittt ettt ettt et e e e e -= 118
Other NONINtEresSt EXPENSE ittt ittt i ittt ettt et ta e e teeenneeseseeneessssenaasseens 7,447 5,665
Income before taxes and effect of change in method of accounting for income
L= = 4,796 3,634
INCOME TAX EXPEIISE t vttt vt a ot e ot e ot e et e e s atesaseneeaeeeeseeeeeeeeseneeneeaeenenn 1,719 1,259
Income before effect of change in method of accounting for income taxes .......... 3,077 2,375
Effect of change in method of accounting for income taxes ...........ciiiiiieina.. -= -=
L S o T o Yoo 11T 3,077 2,375
Net income available to common ShareholdersS ... iiii ittt ettt eeeeseeeeaeannnn 3,066 2,360
Net income (excluding merger-related Charge) ...ttt ittt ttieenneeeeeennnenns 3,077 2,452
Average common shares issued (in thousands) . .......iiiiiiii ittt tnneeneenns 717,450 590,216
Per common share
Earnings before effect of change in method of accounting for income taxes ........ $ 4.27 $ 4.00
el o B I L = I 4.27 4.00
Earnings (excluding merger-related Charge) .. ... iiiiii ittt eeteneeneeneenenn 4.27 4.13
Diluted EarnNing S v i ittt ittt ettt ettt et ettt e e e 4.17 3.92
Diluted earnings (excluding merger-related Charge) . ......i.iiiiiiiineineennennenns 4.17 4.05
Cash dividends paid ..t ii ittt ittt ettt tte et e eenaeseeeenaeeeeeenneseesnnnas 1.37 1.20
Shareholders' equUity (Year—©eNnd) ...ttt ittt ittt teeeeeeneteeeeeeeneeneeneenns 29.87 23.69
Balance sheet (year-end)
Total loans, leases and factored accounts receivable, net of unearned income ..... 143,792 122,630
TOEA L B S S it ittt i ittt ettt ettt ettt eeeeeeeeeeeaneeeeeeeeeeneeeeeeeeeennneeeens 264,562 185,794
o o= B o =T o I i 138,194 106,498
Long—term debt ittt e et et e e ettt et e e e 27,204 22,985
Common shareholders' egUItLY ...ttt ittt ittt ettt ettt et e it 21,274 13,586
Total shareholders' EQUItLY ittt ittt ittt ettt eeetteeeenaeeeeeenneeseennnas 21,337 13,709
Performance ratios
RetlUrN ON AVEeTrage ASSEE S ittt ittt ittt it ettt eeenaeeseeenneeseseeneeessssenaesseens 1.26% 1.18%
Return on average assets (excluding merger-related charge) ..........eiiuiiiiennen. 1.26 1.22
Return on average common shareholders' equity (1) ..ttt ienenneeeennn 15.26 17.95
Return on average common shareholders' equity (excluding merger-related
(03 o = at 1 (0 15.26 18.53
D A o e I o e o= i I 57.2 56.3
Total equity O total ASSelS vttt ittt ittt ittt te ettt enaeeeeeenneeeeennnas 8.07 7.38
Risk-based capital ratios (year-end)
T 6.50 7.76
o = 10.89 12.66
Leverage capital ratdo ittt it ettt i et e e et e e e 5.57 7.09
Cash basis financial data (2)
Earnings pPer COMMON Share i ittt ittt it ettt enaeeseeenneesesenneessssenaassenens 4.89 4.21
Earnings per common share (excluding merger-related charge) ..........ciiiiiiino.. 4.89 4.34
Diluted earnings pPer COMMON Share ...ttt ittt ittt teetteeeenaeeeeeenneeeeennnas 4.76 4.13
Diluted earnings per common share (excluding merger-related charge) .............. 4.76 4.26
Return on average tangible assSels ittt ittt ittt ittt enneeeesenneeeeesenaeesenns 1.49 1.26
Return on average tangible assets (excluding merger-related charge) .............. 1.49 1.30
Return on average tangible common shareholders' equity (1) ..t ennn 30.59 22.12
Return on average tangible common shareholders' equity (excluding
merger—related Charge) (L) ittt ittt ittt ettt ettt eeeenneeeeeennasseeeannenns 30.59 22.80
D I o e I o e o= i o 53.8 55.0
Ending tangible equity to tangible assets ...ttt ittt ittt ettt 4.69 6.36
Market price per share of common stock
Close at the end Of Lhe YeaAT it ittt ittt it ittt ettt e ettt et e e $60 13/16 S 48 7/8
High fOr LRE YBaT it ittt it ittt et et ettt e e e ettt ettt et ettt eaeneenn 71 11/16 52 5/8
Lo A ol wl o TS ol 48 32 3/16
<CAPTION>
1995 1994
1993
<S> <C> <C> <C>
Income statement
I o =S oy Y= oA T8 o ¥ 7 ) 11 Y S 13,220 $ 10,529 S
8,327

B o B o O ot F o o D4 o1 o T 7,773 5,318



3,690

Net interest income (taxable-equivalent) . ...ttt teennneeeeeeennenns 5,560
4,723

Net Interest dNCOmME ..t ittt ittt ettt et ettt eeeeeeenneeeeeeeeeeeeeeeeeeeennneens 5,447
4,637

Provision for Credif 1oSSeS .ttt ittt ittt ittt ettt ten ettt 382
430

Gains (losses) on sales 0f seCUrities ...ttt ittt ittt 29
84

NOoNINteresSt IMCOME . ittt ittt ittt et ettt et ettt eee et eenneeeeeeeeeeeeeeeeeeeennneens 3,078
2,101

Foreclosed properties expense (INCOME) .t i vttt tnnneeeeenenoeeeeeennesseennnas 18
78

Merger—related Charge ...ttt ittt ittt ittt teeettoeeeneeeeeeenaeseeeennenas -
30

Other NONINtEresSt EXPENSE ittt ittt ittt et ettt ettt et et eeesneeseseeneeessesenaassenns 5,163
4,293

Income before taxes and effect of change in method of accounting for income

Lult= -4 == 2,991
1,991

INCOME TAX EXPEIISE t vttt vt et e ot e et e et e aee et eeaseneeneeeeseeeeeeeeseneeneeeeenenn 1,041
690

Income before effect of change in method of accounting for income taxes .......... 1,950
1,301

Effect of change in method of accounting for income taxes ............cciiiiieina.. -=
200

A L w15 o o) 11 1,950
1,501

Net income available to common ShareholdersS ... iiii ittt ittt et eeeeseeeeeeeannan 1,942
1,491

Net income (excluding merger-related charge) . ...... ittt ittt innennennnnn 1,950
1,521

Average common shares issued (in thousands) . .......iiiiiiii ittt nneeneenns 544,959
515,938
Per common share

Earnings before effect of change in method of accounting for income taxes ........ $ 3.56
2.50

el o B I L = 3.56
2.89

Earnings (excluding merger-related Charge) ...ttt ittt teeenneeeeenenaeesenns 3.56
2.93

Diluted EarNing S v vttt ittt ittt ettt et e et et e e 3.52
2.86

Diluted earnings (excluding merger-related charge) .......iiiiiiiiiiiinneeennnnnns 3.52
2.90

Cash dividends paid ...t i ittt ittt ettt ettt e eenaeseeeenaeeeeeenneseeennnas 1.04
.82

Shareholders' equUity (Year—end) ..ttt ittt ittt tneeeeeeeneeesoeeenasseeeennesas 23.26
18.20
Balance sheet (year-end)

Total loans, leases and factored accounts receivable, net of unearned income ..... 117,033
92,007

B o= T S ol T 187,298
157,686

o o= B o =T o I i 100,691
91,113

Long-term debt .. e e e et e et e i e e 17,775
8,352

Common shareholders' egUItLY ...ttt ittt et ettt et ettt et et 12,759
9,859

Total shareholders' Uity ...ttt ittt et ettt et ettt et e it 12,801
9,979
Performance ratios

RetlUrN ON AVETrage ASSEE S ittt ittt ittt ttat et eeenaeeseeenneeseseeeeessssenaasseens 03
.97%

Return on average assets (excluding merger-related charge) ......iieiiiiiiineennn. 1.03
.98

Return on average common shareholders' equity (1) ..ttt ittt eneneneenenns 17.01
15.00

Return on average common shareholders' equity (excluding merger-related

[0 o = at 1 (0 17.01
15.23

D I o e I o e o= i o 59.8
Total equity O total ASSelLS vttt ittt ittt ittt ettt enaeeeeeenneeeeennnas 6.83
6.33
Risk-based capital ratios (year-end)

e 7.24
7.41

o = 11.58
11.73

Leverage capital ratio ...ttt et e e e et e et e e e e 6.27
6.00
Cash basis financial data (2)

Earnings per COMMON Share i ittt ittt ettt et ittt esaeeseeenneeseseeneeessssenaasseens 3.78

3.06

5’
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16.
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Earnings per common share (excluding merger-related charge) ...........iiiiieino.. 3.78 3.28
3.10

Diluted earnings per COMMON Share .. ...ttt ittt ittt teeeteteeeeeeeeneeneenenns 3.73 3.25
3.03

Diluted earnings per common share (excluding merger-related charge) .............. 3.73 3.25
3.07

Return on average tangible asSsSet s ...ttt ittt ettt e e e 1.11 1.10
1.04

Return on average tangible assets (excluding merger-related charge) .............. 1.11 1.10
1.06

Return on average tangible common shareholders' equity (1) ...t 20.74 19.85
18.08

Return on average tangible common shareholders' equity (excluding

merger—-related Charge) (L) ittt ittt ittt ittt ettt eeeeneeesoeennassoeennness 20.74 19.85
18.34

D e e =8 o X o= e 58.4 61.0
Ending tangible equity to tangible assets ... ...ttt ittt 6.08 5.65
5.56
Market price per share of common stock

Close at the end 0f Lhe YeaT .t i ittt ittt ittt ittt eteeeeeneeneenenns $34 13/16 $ 22 9/16
1/2

High fOr Lhe YEAT vttt it ittt ettt ettt e ettt ettt ettt ettt e e e 37 3/8 28 11/16
29

Lo A ol ol o TN sl 22 5/16 21 11/16
1/4
</TABLE>

(1) Average common shareholders' equity does not include the effect of market
value adjustments to securities available for sale and marketable equity
securities.

(2) Cash basis calculations exclude intangible assets and the related
amortization expense.

In 1993, return on average assets and return on equity after the tax benefit
from the impact of adopting a new income tax accounting
standard were 1.12% and 17.33%, respectively.

11
Business Unit Operations

The Corporation provides a diversified range of banking and certain
nonbanking financial services and products through its various subsidiaries.
The Corporation manages its business activities through three major business
units: General Bank, Global Finance and Financial Services. The business units
are managed with a focus on numerous performance objectives as presented in
Table Two, including business unit earnings, return on average equity and the
efficiency ratio. The table also includes certain cash basis information, which
excludes the impact of intangible assets and the related amortization expense.

The net interest income of the business units reflects the results of a
funds transfer pricing process which derives net interest income by matching
assets and liabilities with similar interest rate sensitivity and maturity
characteristics. Equity capital is allocated to each business unit based on an
assessment of its inherent risk.

The General Bank and Global Finance business unit results reflect the
impact of the purchase of Boatmen's, which resulted in an increase in goodwill
of approximately $5.9 billion and approximately $234 million of related
amortization expense on a consolidated basis in 1997. This additional expense
had unfavorable impacts on the return on average equity and efficiency ratios
for both the General Bank and Global Finance in 1997. Global Finance's results
also reflect the impact of the purchase of Montgomery.

The General Bank provides comprehensive retail banking services for
individuals and businesses. Within the General Bank, the Banking Group is the
service provider to the consumer sector as well as small and medium-size
companies. Subsequent to the Barnett merger, the Banking Group's delivery
channels included approximately 3,000 banking centers and approximately 7,000
automated teller machines which provide fully-automated, 24-hour cash
dispensing and deposit services. These delivery channels are located throughout
the Corporation's franchise and serve 16 million households in 16 states and
the District of Columbia. Specialized services, such as the origination and
servicing of residential mortgage loans, the issuance and servicing of credit
cards, indirect lending, dealer finance and certain insurance services, are
provided throughout the Corporation's franchise. In addition, certain other
products are provided by the Financial Products Group on a nationwide basis.
The General Bank also contains the Asset Management Group, which includes
businesses that provide full-service and discount brokerage, investment
advisory and investment management services. The Asset Management Group also
advises the Nations Funds family of mutual funds. The Private Client Group is
part of the Asset Management Group and provides asset management, banking and
trust services for wealthy individuals, business owners, corporate executives
and the private foundations established by them.

61.
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The General Bank's earnings increased 21 percent to $1.9 billion in 1997.
The acquisition of Boatmen's accounted for a large portion of the General
Bank's increased earnings over 1996 with internal growth also contributing to
the increase. Taxable-equivalent net interest income in the General Bank
increased $1.3 billion, primarily reflecting the impact of the Boatmen's
acquisition, deposit pricing management efforts and core loan growth. The net
interest yield increased slightly in 1997, reflecting higher yields from the
loan portfolio and deposit pricing management efforts. Average loans increased
from $78.7 billion in 1996 to $94.7 billion in 1997 with the increase due to
the Boatmen's acquisition. Excluding the impact of the Boatmen's acquisition
and the $8.1-billion of securitizations that occurred mainly during the third
quarter of 1997, average loans and leases were essentially unchanged in 1997
compared to 1996 average levels.

Noninterest income in the General Bank rose 37 percent to $3.4 billion due
to higher service charges on deposit accounts, asset management and fiduciary
service fees, mortgage servicing and other mortgage-related income and credit
card income. The increase was attributable primarily to the acquisition of
Boatmen's but also reflected the impact of internal growth of approximately 12
percent for service charges on deposit accounts and approximately 5 percent for
credit card income. Higher deposit account service charges were the result of
changes in deposit pricing throughout the Corporation's franchise. Also
contributing to the increase was a gain on the sale of a $306-million
out-of-market credit card portfolio during the third quarter of 1997.
Noninterest expense increased 35 percent to $5.6 billion due to the acquisition
of Boatmen's, which resulted in an increase in full-time equivalent employees
and additional amortization expense, with the remaining increase spread across
most major expense categories. Excluding the acquisition of Boatmen's,
noninterest expense was virtually flat when compared to 1996. The cash basis
efficiency ratio was 56.5 percent, an improvement of 80 basis points over the
1996 ratio. The return on average tangible equity increased approximately 200
basis points to 29 percent, the result of revenue growth which offset an
increase in operating expenses and higher equity levels resulting from the
Boatmen's acquisition.
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Table Two

Business Unit Summary

For the Year Ended December 31

(Dollars in Millions)

<TABLE>

<CAPTION>

General Bank Global Finance Financial
Services
1997 1996 1997 1996 1997

1996

<S> <C> <C> <C> <C> <C>

<C>
Net interest income (taxable-equivalent) ..... $ 5,878 S 4,602 S 1,416 $ 1,202 S 583
$ 572
Noninterest income ........c.iiiiiieeennnnnnn 3,421 2,500 1,430 1,019 151
122

TOLAl FEVENUE vt ittt ittt eeeeeneeeseeenneenns 9,299 7,102 2,846 2,221 734
694

Provision for credit losses ..........ioiinann 580 438 74 43 146
124
Gains on sales of securities ............ .. ... 35 25 2 -= -=
Foreclosed properties expense (income) ....... 9 16 (8) (5) 9
9
Noninterest eXpPense .........ceuieiieenaennenns 5,631 4,165 1,490 1,188 326
313

Income before income taxes .....ieeeeeennnnnn. 3,114 2,508 1,292 995 253
248

INCOME taX EXPENSE &t v vt v vt vneenesenenneenenns 1,192 916 466 360 86
82
Net 1ncome (1) vui ittt ettt eeeeennnn s 1,922 $ 1,592 S 826 S 635 S 167

$ 166




Cash basis earnings (2) .uuueiietenereneeneennn S 2,296 $ 1,689 S 879
$ 180

Net interest yield ... ..ttt 4.71% 4.68% 3.01%(4)
7.10%

Average equity to average assets ............. 8.5 6.8 5.5
14.1

Return on average equity ... 17 22 17
14

Return on average tangible equity (2) ........ 29 27 20
18

Efficiency ratio ..ttt 60.6 58.6 52.4
45.1

Cash basis efficiency ratio (2) .............. 56.5 57.3 50.5
43.1

Average (3)
Total loans and leases, net of unearned

LTICOME + vt e e e e e et e e e e e e e $ 94,719 $ 78,708 $42,290
$8,022
TOtal AePOSItS wvvunee ettt e e 114,578 87,904 9,992
TOLAL @SSELES «vvvueee ettt 134,710 104,395 89,194
8,528

Period end (3)
Total loans and leases, net of unearned

INCOME vttt it ettt ettt ettt 92,275 76,815 41,802
8,279
Total dePOSIES ittt ittt ittt 112,962 90,080 11,458
</TABLE>

(1) Business Unit results are presented on a fully allocated basis but do not
include $162 million of net income for 1997 and $18 million of net
expenses for 1996, which represent the net impact of earnings associated
with unassigned capital, gains on sales of certain securities,
merger-related charges and other corporate activities.

(2) Cash basis calculations exclude intangible assets and the related
amortization expense.

(3) The sums of balance sheet amounts differ from consolidated amounts due to
activities between the Business Units.

(4) Global Finance's net interest yield excludes the impact of trading-related
activities. Including trading-related activities, the net interest yield
was 1.82 percent for 1997 and 1.78 percent for 1996.

Global Finance provides a broad array of banking, bank-related and
investment banking products and services to domestic and international
corporations, institutions and other customers through its Corporate Finance/
Capital Markets, Specialized Lending, Real Estate, and Transaction Products
units. The Global Finance group serves as a principal lender and investor, as
well as an advisor, and manages treasury and trade transactions for clients and
customers. Loan origination and syndication, asset-backed lending, leasing,
factoring, project finance and mergers and acquisitions consulting are
representative of the services provided. These services are provided through
various domestic and international offices. Through its Section 20 subsidiary,
NationsBanc Montgomery Securities LLC, Global Finance is a primary dealer of
U.S. Government Securities and underwrites, distributes and makes markets in
high-grade and high-yield debt securities and equity securities. Additionally,
Global Finance is a market maker in derivative products which include swap
agreements, option contracts, forward
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settlement contracts, financial futures and other derivative products in
certain interest rate, foreign exchange, commodity and equity markets. In
support of these activities, Global Finance takes positions to support client
demands and its own account. Major centers for the above activities are
Charlotte, Chicago, London, New York, San Francisco, Singapore and Tokyo.

Global Finance earned $826 million in 1997 compared to $635 million in
1996, the result of higher levels of net interest income and noninterest
income, which more than offset higher noninterest and provision expenses.
Taxable-equivalent net interest income for 1997 was $1.4 billion compared to
$1.2 billion in 1996 reflecting loan growth partially offset by increased
funding costs and competitive pressure on commercial loan pricing. The average
loans and leases portfolio increased to $42.3 billion in 1997 compared to $36.1
billion in 1996 as the result of core loan growth and the acquisition of
Boatmen's. This increase was net of a securitization of $4.2 billion of
commercial loans completed during the third quarter of 1997.

Noninterest income rose 40 percent over 1996, reflecting higher securities

$36,117
8,212

78,368

36,763

8,321

$ 180
6.71
14.4
13

16

44 .4
42.6
$8,614
9,064
9,090



underwriting and other investment banking income and brokerage income, due to
the impact of the Montgomery acquisition and continued growth. Noninterest
expense increased to $1.5 billion in 1997, due mainly to higher personnel and
amortization expenses associated with the Montgomery and Boatmen's
acquisitions. The cash basis efficiency ratio improved 220 basis points to 50.5
percent as revenue growth outpaced expense increases. The return on average
tangible equity increased 300 basis points to 20 percent, reflecting the impact
of higher earnings.

Financial Services is primarily comprised of a holding company,
NationsCredit Corporation, which includes NationsCredit Consumer Corporation
and NationsCredit Commercial Corporation. NationsCredit Consumer Corporation,
which has 268 branches in 41 states, provides personal, mortgage and automobile
loans to consumers, and retail finance programs to dealers. NationsCredit
Commercial Corporation consists of divisions that specialize in the following
commercial financing areas: equipment loans and leases; loans for debt
restructuring, mergers and acquisitions and working capital; real estate,
golf/recreational and health care financing; and inventory financing to
manufacturers, distributors and dealers. In addition, EquiCredit Corporation
and Oxford Resources are two businesses obtained through the Barnett merger.
EquiCredit Corporation provides sub-prime mortgage and home equity loans
directly and through correspondents and Oxford Resources provides lease
financing for purchasers of new and used cars.

Financial Services' earnings of $167 million were essentially flat in
comparison to 1996. Taxable-equivalent net interest income increased 2 percent
resulting from a 7 percent growth in average loans and leases, which was net of
securitizations of approximately $500 million. The net interest yield of 6.71
percent was down 39 basis points from 1996 due principally to increased
competitive pressure on loan pricing. Noninterest income rose 24 percent to
$151 million in 1997, reflecting gains associated with the sale of 29 branches
during the first quarter of 1997. Noninterest expense increased 4 percent to
$326 million while the cash basis efficiency ratio improved 50 basis points to
42.6 percent, the result of the gains on 1997 branch sales. The return on
average tangible equity in 1997 decreased to 16 percent compared to 18 percent
in 1996, the result of flat earnings on a higher equity base.

Results of Operations
Net Interest Income

An analysis of the Corporation's taxable-equivalent net interest income
and average balance sheet levels for the last three years and most recent five
quarters is presented in Tables Three and Twenty, respectively. The changes in
net interest income from year to year are analyzed in Table Four.

Taxable-equivalent net interest income increased approximately 25 percent
to $8.0 billion in 1997 compared to $6.4 billion in 1996 due primarily to the
acquisition of Boatmen's. Excluding the impact of the Boatmen's acquisition,
loan sales and securitizations, core net interest income increased
approximately 6 percent over 1996. This increase was the result of the improved
contribution of the securities portfolios, deposit pricing management efforts
and core loan growth, partially offset by the impact of the sale of certain
consumer loans in the third quarter of 1996 and an increased reliance on
long-term debt. While securitizations lowered net interest income by
approximately $324 million in 1997, they did not significantly affect the
Corporation's earnings. When the Corporation securitizes loans, its role
becomes that of a servicer and the income related to securitized loans is
reflected in noninterest income.
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Table Three
12-Month Taxable-Equivalent Data
(Dollars in Millions)
<TABLE>
<CAPTION>
1997
Average Average
Balance Income Balance
Sheet or Yields/ Sheet

Yields/

Amounts Expense Rates Amounts
Rates
<S> <C> <C> <C> <C>

Earning assets

Income
or

Expense



Loans and leases, net of unearned income (1)

CoMMETCIAl ittt ittt it et ettt et ettt e e e e $ 59,425 S 4,969 8.36% $ 49,553 S 4,042
8.16%
Real estate commercial . ...ttt iitnneeeeeeenneneens 8,052 721 8.95 6,090 550
9.03
Real estate CONsSLruCtion . ... it iiiii it eennnneens 3,781 339 8.98 3,165 281
8.89
Total commercial ...ttt ittt ittt 71,258 6,029 8.46 58,808 4,873
8.29
Residential mortgage ... ii it ittt ittt ettt nenaeenns 31,404 2,445 7.79 27,813 2,169
7.80
Credit Card .ttt ittt e et e e e e 6,911 823 11.90 6,228 733
11.77
Other CONSUMET . it ittt ittt ettt ettt eeeeeennneneens 26,610 2,567 9.65 22,467 2,218
9.87
TOtAl CONSUMET 4t vttt ettt teteeeeeeeeenneeeeeeenennnnn 64,925 5,835 8.99 56,508 5,120
9.06
@t Y I 5 o 3,427 244 7.13 2,664 183
6.87
Lease financCing ..ttt ittt ittt ittt 5,641 436 7.72 4,288 324
7.58
Total loans and leases, Net . ...ttt eeennnnn 145,251 12,544 8.64 122,268 10,500
8.59
Securities
Held for IinvesStmMeNnt ...ttt ittt ettt e et eeeeeenns 1,554 95 6.11 3,442 193
5.59
Available foOr Sale (2) tuu ittt et ettt teeeeeeeeea. 26,364 1,810 6.87 17,295 1,146
6.63
TOtal SECULIEIES vt ittt it ittt ettt et eeeeeeeeeeennns 27,918 1,905 6.82 20,737 1,339
6.46
Loans held for Sale i ittt ettt ettt et eeee e e eeennnn 1,226 88 7.19 1,078 79
7.30
Federal funds sold and securities purchased
under agreements to resell . ...ttt 12,227 684 5.59 12,834 666
5.19
Time deposits placed and other short-term
INVESEMENT S &ttt it et it ettt et e e ettt e 2,114 123 5.82 1,430 80
5.54
Trading account securities (3) ... iiiiiiiiiiieinnennns 22,490 1,351 6.01 19,047 1,226
6.44
Total earning assets (4) ...ttt innennenns 211,226 16,695 7.90 177,400 13,890
7.83
Cash and cash equivalents ........iiiiiiiiiiinnnnennnnn 8,788 7,807
Factored accounts receivable ........iiiiiiiieeeeeennnnn 1,173 1,135
Other assets, less allowance for credit losses ......... 23,317 14,543
R =T = i $244,504 $200, 885

Interest-bearing liabilities

SR 1 o o £ PP $ 9,885 199 2.02 $ 9,024 201
2.22

NOW and money market deposit accounts ................. 41,122 1,066 2.59 30,243 763
2.52

Consumer CDS anNd TRAS .ttt ittt tteeeeeeeeeneeeeeeeeeennnns 38,096 1,989 5.22 30,034 1,585
5.28

Negotiated CDs, public funds and other time

[ LS oY I = 3,205 175 5.48 3,114 171
5.49

Foreign time deposits ...ttt ittt 9,776 526 5.38 11,180 602
5.38

Federal funds purchased, securities sold under
agreements to repurchase and other

short-term bOrrowings . .......ciiiiiiiiiiinennennennns 41,605 2,264 5.44 39,521 2,155
5.45
Trading account liabilities (3) ...t 10,274 678 6.60 10,137 653
6.44

Long-term debt (5) .ttt ittt e e e e 27,340 1,784 6.52 20,603 1,337



6.51

Total interest-bearing liabilities (6) ..........

4.85
Noninterest-bearing sources

Noninterest-bearing deposits .........c.iiiiiiinen..
Other liabilities ...ttt
Shareholders' equUity ..ttt ittt iieinnnnn

Total liabilities and shareholders' equity ......

Net interest spread ........iuiiiiiiiiineieennennenns

2.98

Impact of noninterest-bearing sources ..............

.64

Net interest income/yield on earning assets ........

3.62%

<CAPTION>

<S>
Earning assets
Loans and leases, net of unearned income (1)

CommercCial ...ttt ittt ettt et e
Real estate commercial ........cciiiiiiiiiiiiiinnn
Real estate construction ............ciiiiiiiiniann.

Total commercial . ...ttt iiinetneeneeenennnnn
Residential mortgage . .....ieiiiiiiiiiiinennennenn
Credit card ..iuuiii ittt ittt ittt
Other CONSUMET .. ittt ittt ittt ettt eeenennnns

Total CONSUMET & ittt ittt ittt et teienneeeesennnns

@t S I 5 o
Lease financCing ...ttt ittt nneetenennnns

Total loans and leases, Net ......iiiiiiineeeennn

Securities

Held for investment ..........iiiiiiiiininnennnnn
Available for sale (2) ittt

Total securities .....iuiiiiiiiiii it

Loans held for sale .....iuitiiiiii it iinineenns

Federal funds sold and securities purchased

under agreements to resell .........ciiiiiiiiinnnns

Time deposits placed and other short-term

investments ... i e e
Trading account securities (3) ...,

Total earning assets (4) ...ttt iinnnnnn
Cash and cash equivalents ........iiiiiiiiiinnnnnn.
Factored accounts receivable ...........cciiiiiinan.

Other assets, less allowance for credit losses

Total @SSEeLS v i iii ittt ittt i i i e

Interest-bearing liabilities

1S o L = N
NOW and money market deposit accounts .............
Consumer CDs and IRAS ..ttt tiinnneereennneeens

Negotiated CDs, public funds and other time

AEPOSIES ottt ittt e e e e et et
Foreign time deposits ..ttt ittt

Federal funds purchased, securities sold under
agreements to repurchase and other

short-term borrowings .........c.ieiieiiiinnnnnnnn.
Trading account liabilities (3) ..o,
Long-term debt (5) ...t i i

Average
Balance
Sheet
Amounts

44,285
12,025
12,652

8,681 4.79
3.11
.68
$ 8,014 3.79%
1995
Income
or Yields/
Expense Rates
<C> <C>
$ 3,797 8.19%
669 9.30
302 9.73
4,768 8.42
1,600 7.78
641 12.78
2,209 10.07
4,450 9.37
157 7.71
249 7.59
9,624 8.79
864 5.57
642 6.25
1,506 5.84
24 7.47
937 6.18
142 6.87
1,100 7.76
13,333 7.98
204 2.37
740 2.68
1,290 5.19
166 5.56
881 6.25
2,710 6.12
896 7.45
886 7.00

153,856

23,990
9,776
13,263



Total interest-bearing liabilities (6) .............. 147,112

Noninterest-bearing sources

Noninterest-bearing deposits .....iiiiiiiiii i, 21,128
Other liabilities ittt ittt ettt teeenaeeens 8,856
Shareholders' equUity v viiii ittt ittt ittt tieennnns 11,451

Total liabilities and shareholders' equity .......... $188,547

Net interest spread ...ttt ittt ineettiennnaeenns
Impact of noninterest-bearing sources ............oc....

Net interest income/yield on earning assets ............

</TABLE>

(1) Nonperforming loans are included in the respective average loan balances.

Income on such nonperforming loans is recognized on a cash basis.

(2) The average balance sheet amounts and yields on securities available for
sale are based on the average of historical amortized cost balances.

assets and liabilities, respectively.

(4) Interest income includes taxable-equivalent adjustments of $116,

(decreased) interest income on the underlying linked assets $133,
($209) in 1997, 1996 and 1995, respectively.

(5) Long-term debt includes trust preferred securities.

The fair values of derivatives-dealer positions are reported in other

$94 and
$113 in 1997, 1996 and 1995, respectively. Interest income also includes
the impact of risk management interest rate contracts, which increased

$26 and

Interest expense includes the impact of risk management interest rate

contracts, which (decreased) increased interest expense on the underlying

linked liabilities ($40), $54 and $30 in 1997, 1996 and 1995,
respectively.
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Table Four
Changes in Taxable-Equivalent Net Interest Income
(Dollars in Millions)

interest income on a fully taxable-equivalent basis for the years shown.
changes for each category of income and expense are divided between the portion
of change attributable to the variance in average levels or yields/rates for

that category. The amount of change that cannot be separated is allocated to

This table presents an analysis of the year-to-year changes in net

each variance proportionately.

The

From 1995 to 1996

Percentage

Increase

(Decrease)

Increase (Decrease)
in Income/Expense
Due to Change in

<TABLE>
<CAPTION>
From 1996 to 1997
Increase (Decrease)
in Income/Expense
Due to Change in
Percentage
Average Yields/
Increase
Levels Rates Total
(Decrease)
<S> <C> <C> <C>
<C>
Interest income
Loans and leases, net of
unearned income
Commercial «.ueieieineeeeeneennn S 823 $ 104 $ 927
6.5%
Real estate commercial ........... 176 (5) 171
(17.8)
Real estate construction ......... 55 3 58
(7.0)
Total commercial ..........eueun.. 1,051 105 1,156
2.2

Residential mortgage ............. 280 (4) 276

22.

31.

20.

23.

12.

o°

Average Yields/
Levels Rates
<C> <C>
$ 261 S (1le)
(100) (19)
6 (27)
179 (74)
565 4



35.6

Credit card ....oviiiiiiiniiinnnn. 81 9 90 12.3 146 (54) 92
14.4

Other consumer ............ ... 401 (52) 349 15.7 52 (43) 9
.4

Total CONSUMEr .....uviueineennnn 757 (42) 715 14.0 819 (149) 670
15.1

Forelgn ......c.iiiiiiiiininnnnn. 54 7 61 33.3 45 (19) 26
16.6

Lease financing ..........cciin.. 104 8 112 34.6 76 (1) 75
30.1

Total loans and leases, net ..... 1,985 59 2,044 19.5 1,102 (226) 876
9.1
Securities

Held for investment .............. (114) 16 (98) (50.8) (677) 6 (671)
(77.7)

Available for sale ............... 621 43 664 57.9 463 41 504
78.5

Total securitieS ......eeeeennnn. 486 80 566 42.3 (316) 149 (167)
(11.1)
Loans held for sale .......couuuu... 11 (2) 9 11.4 55 - 55
229.2

Federal funds sold and
securities purchased under

agreements to resell ............. (32) 50 18 2.7 (132) (139) (271)
(28.9)
Time deposits placed and other

short-term investments ........... 39 4 43 53.8 (38) (24) (62)
(43.7)
Trading account securities ........ 211 (86) 125 10.2 335 (209) 126
11.5

Total interest income ........... 2,672 133 2,805 20.2 818 (261) 557
4.2

Interest expense

SAVINGS v ittt ittt e e 18 (20) (2) (1.0) 10 (13) (3)
(1.5)

NOW and money market

deposit accounts ........c .. 281 22 303 39.7 67 (44) 23
3.1

Consumer CDs and IRAS .......oveun. 421 (17) 404 25.5 274 21 295
22.9

Negotiated CDs, public funds

and other time deposits .......... 5 (1) 4 2.3 7 (2) 5
3.0

Foreign time deposits ............. (706) - (76) (12.0) (167) (112) (279)
(31.7)

Federal funds purchased,
securities sold under
agreements to repurchase and

other short-term borrowings ...... 113 (4) 109 5.1 (276) (279) (555)
(20.5)
Trading account liabilities ....... 9 16 25 3.8 (130) (113) (243)
(27.1)
Long-term debt ......... ... .. 440 7 447 33.4 520 (69) 451
50.9

Total interest expense .......... 1,315 (101) 1,214 16.3 346 (652) (3006)
(3.9
Net interest income ..........couu.. 1,272 319 $1,591 24.8 359 504 S 863
15.5
</TABLE>

The net interest yield increased 17 basis points to 3.79 percent in 1997
compared to 3.62 percent in 1996, primarily reflecting the improved



contribution of the securities portfolios and deposit pricing management
efforts. The positive impact of the acquisition of Boatmen's on the net
interest yield was offset by additional funding costs related to the
acquisition.

Loan growth is dependent on economic conditions as well as various
discretionary factors, such as decisions to securitize certain loan portfolios,
the retention of residential mortgage loans generated by the Corporation's
mortgage subsidiary and the management of borrower, industry, product and
geographic concentrations.
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Provision for Credit Losses

The provision for credit losses was $800 million in 1997 compared to $605
million in 1996. The provision for credit losses for 1997 and 1996 covered net
charge-offs of $798 million and $598 million, respectively. Higher provision
expense in 1997 was due to higher net charge-offs resulting from an increase in
the average loans, leases, and factored accounts receivable portfolio,
attributable to both the Boatmen's acquisition and internal growth, as well as
deterioration in consumer credit quality experienced on an industry-wide basis.
Higher total consumer net charge-offs were partially offset by lower net
charge-offs in the commercial loan portfolio. For additional information on the
allowance for credit losses, certain credit quality ratios and credit quality
information on specific loan categories, see the Credit Risk Management and
Credit Portfolio Review section beginning on page 30.

Gains on Sales of Securities

Gains on the sales of securities were $153 million in 1997 compared to $67
million in 1996. The increase in 1997 reflects the Corporation's sale of a
significant portion of the Boatmen's portfolio subsequent to the acquisition
date as well as the sale of lower-yielding securities and the reinvestment of
the proceeds from such sales into higher-spread products.

Noninterest Income

As presented in Table Five, noninterest income increased 37 percent to
$5.0 billion in 1997, reflecting the acquisitions of Boatmen's and Montgomery.
Excluding these acquisitions, noninterest income increased approximately 9
percent in 1997.

Table Five
Noninterest Income
(Dollars in Millions)

<TABLE>
<CAPTION>
Change
1997 1996 Amount Percent

<S> <C> <C> <C> <C>
Service charges on deposit accounts ...........oeeeeeuennn. $1,546 $1,121 $ 425 37.9%
Mortgage servicing and other mortgage-related income ..... 287 213 74 34.7
Investment banking income ...........i.iiiiiiiiiii i, 627 356 271 76.1
Trading account profits and fees ...... ... 265 274 (9) (3.3)
Brokerage 1nCome ... ... iiiiiiiti ittt et e 234 110 124 112.7
Other nondeposit-related service fees ....... .. 310 262 48 18.3
Asset management and fiduciary service fees .............. 648 432 216 50.0
Credit card INCOME ... ii ittt ittt ittt ittt eeneenns 371 314 57 18.2
Other InCome . ...ttt ittt ittt e it 714 564 150 26.6

$5,002 $3,646 $1,356 37.2
</TABLE>

o Service charges on deposit accounts amounted to $1.5 billion in 1997, an
increase of 38 percent over 1996, attributable to growth in number of
households served due principally to the acquisition of Boatmen's and the
impact of changes in deposit pricing throughout the Corporation's franchise.
Excluding the impact of the Boatmen's acquisition, service charges increased
approximately 12 percent for 1997.

o Mortgage servicing and other mortgage-related income grew 35 percent to $287
million in 1997 due to the acquisition of the Boatmen's mortgage portfolio.
The average portfolio of loans serviced increased 35 percent from $89.9
billion in 1996 to $121.2 billion in 1997. On December 31, 1997, the



servicing portfolio, which includes mortgage loans originated by the
Corporation's mortgage subsidiary as well as loans serviced on behalf of the
Corporation's banking subsidiaries, totaled $126.5 billion compared to $96.4
billion on December 31, 1996. Mortgage loan originations through the
Corporation's mortgage subsidiary increased to $15.2 billion in 1997
compared to $12.0 billion in 1996. The increase in loan originations
experienced in 1997 was due to the acquisition of Boatmen's and the
Corporation's efforts to maintain the mortgage servicing portfolio at target
levels. Origination volume in 1997 consisted of approximately $5.8 billion
of retail loan volume and $9.4 billion of correspondent and wholesale loan
volume.
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In conducting its mortgage production activities, the Corporation is
exposed to interest rate risk for the period between loan commitment date and
subsequent delivery date. To manage this risk, the Corporation enters into
various financial instruments including forward delivery and option contracts.
The notional amount of such contracts was approximately $2.7 billion on
December 31, 1997. Net unrealized losses associated with these contracts were
$15 million on December 31, 1997. These contracts have an average expected
maturity of less than 90 days.

o Investment banking income increased 76 percent to $627 million in 1997
reflecting increased levels of securities underwriting activity, syndication
fees and advisory fees. Higher syndication fees were the result of 725 deals
totaling $431.0 billion in 1997 compared to 566 deals totaling $346.0
billion in 1996. Securities underwriting and advisory services fees
increased in 1997 reflecting the impact of the Montgomery acquisition and
continued internal growth.

An analysis of investment banking income by major business activity
follows (in millions):

<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Investment Banking Income
SYNdications vt i it e $201 $119
Securities underwriting .......... i 232 82
Principal investment activities ............ 70 79
AdVisSOry ServiCes ...t ittt 69 9
[0 o0 oL 55 67
Total investment banking income ......... $627 $356
</TABLE>

o Trading account profits and fees totaled $265 million in 1997, a decrease of
3 percent from $274 million in 1996. The fair values of the components of
the Corporation's trading account assets and liabilities on December 31,
1997 and 1996 as well as their average fair values for 1997 and 1996 are
disclosed in Note Four to the consolidated financial statements on page 59.

An analysis of trading account profits and fees by major business activity
follows (in millions):

<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Trading Account Profits and Fees
Interest rate contracts ............ $141 $136
Foreign exchange contracts ......... 55 4
Securities trading .......... .. 0., 24 96
Other ... i i 45 38
$265 $274
</TABLE>

o Brokerage income increased 113 percent to $234 million in 1997, due mainly to
the acquisition of Montgomery as well as internal growth of approximately 35
percent.
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o Asset management and fiduciary service fees increased 50 percent to $648
million in 1997. An analysis of asset management and fiduciary service fees
by major business activity for 1997 and 1996 as well as the market values of
assets under management and administration on December 31 follows (in
millions) :

<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Asset Management and Fiduciary Service Fees
Private Client GLOUD v et it it meaeneneaeaeaeaeaeaeneans S 430 $ 266
Consumer investing ...ttt ittt ettt ennneeenens 39 29
Funds and business/institutional investment management 62 54
Retirement services, corporate trust and other ........ 117 83
Total asset management and fiduciary service fees ... $ 648 S 432
Market Value of Assets
Assets under Management ...ttt et tenenneeeeeennns $103,834 $ 72,270
Assets under administration .......uiiiie e eneennn 173,135 180,269

</TABLE>

The Private Client Group provides asset management and banking and trust
services, primarily to individuals. Fees for these services increased $164
million in 1997 over 1996, due principally to the Boatmen's acquisition,
increased sales, and market appreciation associated with assets under
management. Consumer investing revenues reflect fees received as the
investment advisor to the Nations Funds family of mutual funds. Funds and
business/institutional investment management fees include revenues from Sovran
Capital Management and TradeStreet Investment Associates, Inc., which provide
institutional investors with investment management services. Retirement
services and corporate trust fees include investment advisory, administrative,
fiduciary, and record-keeping services for business and institutional
customers. Assets under management and administration in 1997 were impacted by
the Boatmen's acquisition and the third quarter 1997 sales of certain
corporate and institutional trust businesses, which included businesses that
provided administrative and record-keeping services for employee benefit
plans.

o Credit card income increased 18 percent to $371 million in 1997 due primarily
to the acquisition of Boatmen's and internal growth of approximately 5
percent. Credit card income includes $28 million and $47 million from credit
card securitizations in 1997 and 1996, respectively. This decrease in credit
card securitization income was mainly due to higher than expected charge-off
levels.

o Other income totaled $714 million in 1997, an increase of $150 million over
1996. Other income includes certain prepayment fees and other fees such as
net gains on sales of miscellaneous investments, business activities,
premises and other similar items as well as insurance commissions and
earnings and bankers' acceptances and letters of credit fees.

Noninterest Expense

Contributing to the Corporation's continued earnings growth was successful
acquisition integration and expense management efforts, which resulted in a 120
basis-point decrease in the cash basis efficiency ratio to 53.8 percent in 1997
compared to 55.0 percent in 1996. Excluding the impact of the Boatmen's and
Montgomery acquisitions, noninterest expense was essentially unchanged between
1997 and 1996.
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Table Six

Noninterest Expense
(Dollars in Millions)

<TABLE>
<CAPTION>
1997 1996
Percent Percent
of Taxable- of Taxable-
Equivalent Equivalent
Net Interest Net Interest

and and



Noninterest Noninterest Change

Amount Income Amount Income Amount Percent
<S> <C> <C> <C> <C> <C> <C>
PersSONNEel ..t et et $3,643 28.0% $2,731 27.1% $ 912 33.4%
OCCUPANCY, NEL ittt ittt ittt ettt eeenanenns 634 4.9 523 5.2 111 21.2
EqUIipment ..ttt ittt e et e e e 604 4.6 451 4.5 153 33.9
Marketing ittt ittt ittt e e 300 2.3 252 2.5 48 19.0
Professional fees ..... .ttt 312 2.4 256 2.5 56 21.9
Amortization of intangibles ............. .. ... 441 3.4 128 1.3 313 244.5
Data ProCesSINg .. iiii ittt etneeenennnnn 283 2.2 237 2.4 46 19.4
Telecommunications .......iuiiiiiiiiiiiiinnnns 229 1.7 172 1.7 57 33.1
Other general operating ...........c.ooiiienn.. 758 5.8 728 7.2 30 4.1
General administrative and miscellaneous ..... 243 1.9 187 1.9 56 29.9

$7,447 57.2% $5,665 56.3% $1,782 31.5

</TABLE>

Based on information in Table Six, a discussion of the significant
components and changes in noninterest expense in 1997 compared to 1996 levels
follows:

o Personnel expense increased $912 million over 1996, due primarily to the
impact of the Boatmen's and Montgomery acquisitions. On December 31, 1997,
the Corporation had approximately 80,000 full-time equivalent employees
compared to approximately 63,000 full-time equivalent employees on December
31, 1996. Excluding the impact of the Boatmen's and Montgomery acquisitions,
full-time equivalent employees at December 31, 1997 were essentially
unchanged compared to December 31, 1996 levels.

o Occupancy expense increased 21 percent to $634 million in 1997 compared to
$523 million in 1996 due to the acquisition of Boatmen's.

o Equipment expense amounted to $604 million in 1997, an increase of
approximately 34 percent over 1996, reflecting the Boatmen's acquisition as
well as enhancements to data delivery channels and product delivery systems
throughout the Corporation such as the Model Banking initiative, direct
banking (including PC Banking) and data base management.

o Professional fees increased $56 million over 1996 to $312 million, reflecting
the impact of the Boatmen's acquisition as well as higher consulting and
technical support fees for projects to enhance revenue growth, the
development and installation of infrastructure enhancements and
customer-related data delivery areas.

o Intangibles amortization expense increased to $441 million in 1997,
reflecting the impact of the Boatmen's acquisition.

o Other general operating expenses increased $30 million to $758 million in
1997 due to higher expenses associated with the acquisition of Boatmen's.

Noninterest expense includes the cost of projects to ensure accurate date
recognition and data processing with respect to the Year 2000 issue as it
relates to the Corporation's businesses, operations, customers and vendors. A
process of software inventory, analysis, modification, testing and verification
and implementation is underway. The Corporation expects to substantially
complete the Year 2000 software conversion projects by the end of 1998. The
related costs, which are expensed as incurred, are included in professional,
data processing, and equipment expenses. Year 2000 expenses incurred through the
end of 1997 amounted to approximately $25 million and the total cost of the Year
2000 project is estimated to be approximately $120 million.
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Management believes that its plans for dealing with the Year 2000 issue
will result in timely and adequate modifications of systems and technology.
Ultimately, the potential impact of the Year 2000 issue will depend not only on
the corrective measures the Corporation undertakes, but also on the way in
which the Year 2000 issue is addressed by governmental agencies, businesses,
and other entities who provide data to, or receive data from, the Corporation,
or whose financial condition or operational capability is important to the
Corporation as borrowers, vendors, customers or investment opportunities.
Therefore, communications with these parties have commenced to heighten their
awareness of the Year 2000 issue. Over the next two years, the plans of such
third parties to address the Year 2000 issue will be monitored and any
identified impact on the Corporation will be evaluated.

In addition, on January 1, 1999, several countries that are members of the
European Monetary Union plan to replace their respective currencies with one
common currency-the euro. Costs to prepare systems impacted by this currency
change are expected to be immaterial.



Income Taxes

The Corporation's income tax expense for 1997 and 1996 was $1.7 billion
and $1.3 billion, respectively, for an effective tax rate of 35.8 percent for
1997 and 34.6 percent for 1996.

Note Eleven to the consolidated financial statements on page 74 includes a
reconciliation of federal income tax expense computed using the federal
statutory rate of 35 percent to actual income tax expense.

Balance Sheet Review And Liquidity Risk Management

The Corporation utilizes an integrated approach in managing its balance
sheet which includes management of interest rate sensitivity, credit risk,
liquidity risk and its capital position. The average balances discussed below
can be derived from Table Three. The following discussion addresses changes in
average balances in 1997 compared to 1996.

Average customer-based funds increased $27.5 billion to $123.9 billion in
1997 due to deposits obtained in the Boatmen's acquisition. As a percentage of
total sources, average customer-based funds increased to 51 percent in 1997
from 48 percent in 1996.

Average market-based funds increased $817 million in 1997 to $61.7 billion
and comprised a smaller portion of total sources of funds at 25 percent in 1997
compared to 30 percent in 1996. The increase in average market-based funds was
due primarily to the Boatmen's acquisition. The $6.7 billion increase in
long-term debt was mainly the result of borrowings to fund repurchases of
shares issued in the January 7, 1997 Boatmen's acquisition.

Average loans and leases, the Corporation's primary use of funds,
increased $23.0 billion to $145.3 billion during 1997. As a percentage of total
uses of funds, average loans and leases decreased to 59 percent in 1997 from 61
percent in 1996. The increase in average loans and leases was due primarily to
the impact of the Boatmen's acquisition and core loan growth, partially offset
by the impact of $12.8 billion of securitizations, most of which occurred in
the third quarter of 1997. The ratio of average loans and leases to
customer-based funds was 117 percent in 1997 and 127 percent in 1996.

Average other assets and cash and cash equivalents increased $9.8 billion
to $32.1 billion in 1997 due largely to an increase in intangible assets
related to the acquisition of Boatmen's.

Cash and cash equivalents were $10.6 billion on December 31, 1997, an
increase of $1.7 billion from December 31, 1996. During 1997, net cash provided
by operating activities was $266 million, net cash used in investing activities
was $19.2 billion and net cash provided by financing activities was $20.5
billion. For further information on cash flows, see the Consolidated Statement
of Cash Flows on page 49 in the consolidated financial statements.

Liquidity is a measure of the Corporation's ability to fulfill its cash
requirements and is managed by the Corporation through its asset and liability
management process. The Corporation monitors its assets and liabilities and
modifies these positions as liquidity requirements change. This process,
coupled with the Corporation's ability to raise capital and debt financing, is
designed to cover the liquidity needs of the Corporation. Management believes
that the Corporation's sources of liquidity are more than adequate to meet its
cash requirements.

The following discussion provides an overview of significant on- and
off-balance sheet components.
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Securities

The securities portfolio serves a primary role in the overall context of
balance sheet management by the Corporation. The decision to purchase or sell
securities is based upon the current assessment of economic and financial
conditions, including the interest rate environment, liquidity requirements and
on- and off-balance sheet positions.

The securities portfolio on December 31, 1997 consisted of securities held
for investment totaling $1.2 billion and securities available for sale totaling
$46.0 billion compared to $2.1 billion and $12.3 billion, respectively, on
December 31, 1996. The increase in available for sale securities reflects
initiatives to invest excess capital in the securities portfolio and the impact
of approximately $7.5 billion of mortgage-backed securities obtained
principally through residential mortgage loans that were securitized and
retained primarily during the third quarter of 1997. Also contributing to the
increase in available for sale securities since December 31, 1996 was the
purchase of higher yielding mortgage-backed securities in the first quarter of
1997.



On December 31, 1997, the market value of the Corporation's securities
held for investment reflected net unrealized appreciation of $5 million. On
December 31, 1996, the market value of the Corporation's portfolio of
securities held for investment approximated the book wvalue of the portfolio.

The valuation allowance for securities available for sale and marketable
equity securities increased shareholders' equity by $393 million on December
31, 1997, reflecting pretax appreciation of $115 million on marketable equity
securities and $476 million on debt securities. The valuation allowance
increased shareholders' equity by $86 million on December 31, 1996. The
increase in the valuation allowance was primarily attributable to a decrease in
interest rates when comparing December 31, 1997 to December 31, 1996, but also
reflected the impact of higher securities balances.

The estimated average maturities of securities held for investment and
securities available for sale portfolios were 1.48 years and 5.66 years,
respectively, on December 31, 1997 compared to 1.47 years and 6.91 years,
respectively, on December 31, 1996. The decrease in the average expected
maturity of the available for sale portfolio is attributable to purchases of
securities during 1997 with shorter average maturities than the weighted
average maturities of securities owned on December 31, 1996.

Loans and Leases

Total loans and leases increased approximately 17 percent to $142.7
billion on December 31, 1997 compared to $121.6 billion on December 31, 1996.
As presented in Table Three, average total loans and leases increased 19
percent to $145.3 billion in 1997 compared to $122.3 billion in 1996 due
primarily to the impact of the Boatmen's acquisition and core loan growth,
partially offset by the impact of $12.8 billion of securitizations, most of
which occurred during the third quarter of 1997.

Average commercial loans increased to $59.4 billion in 1997 compared to
$49.6 billion in 1996, due largely to the Boatmen's acquisition and core loan
growth, partially offset by the impact of a $4.2-billion commercial loan
securitization that occurred during the third quarter of 1997. Average real
estate commercial and construction loans increased to $11.8 billion in 1997 as
a result of the addition of Boatmen's. Excluding the Boatmen's acquisition,
real estate commercial and construction loans decreased, reflecting the
Corporation's efforts to lower its exposure to this line of business.

Average residential mortgage loans increased 13 percent to $31.4 billion
in 1997 compared to $27.8 billion in 1996, mainly the result of the Boatmen's
acquisition as well as core loan growth. The increase in mortgage loans was
partially offset by the impact of $8.1 billion of mortgage loan securitizations
which occurred primarily during the third quarter of 1997.

Average credit card and other consumer loans, including direct and
indirect consumer loans and home equity loans, increased $4.8 billion,
primarily the result of the Boatmen's acquisition. This increase was partially
offset by $500 million of other consumer loan securitizations.
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A significant source of liquidity for the Corporation is the repayment and
maturities of loans. Table Seven shows selected loan maturity data on December
31, 1997 and indicates that approximately 36 percent of the selected loans had
maturities of one year or less. The securitization and sale of certain loans
and the use of loans as collateral in asset-backed financing arrangements are
also sources of liquidity.

Table Seven

Selected Loan Maturity Data
December 31, 1997

(Dollars in Millions)

This table presents the maturity distribution and interest sensitivity of
seleced loan categories (excluding residential mortgage, credit card, other
consumer loans, lease financing and factored accounts receivable). Maturities
are presented on a contractual basis.

<TABLE>
<CAPTION>
Due after
Due in 1 1 year
year through Due after
or less 5 years 5 years

Total



<S> <C> <C> <C>
<C>
[@F) 111117 s = $ 20,596 $ 29,297 $ 10,291
60,184
Real estate CommerCial ...ttt ittt et ettt eeneeeeeeeeeonneeeeeneeenns 1,914 4,229 1,078
7,221
Real estate CONSTIrUCEION ittt i ittt ittt it ettt ettt eeeeeeeeonneeeeeaeeennn 1,945 1,730 130
3,805
e el 5o Y 2,887 586 370
3,843
Total selected loans, net of unearned income ........uiiiiiiteennnnnnenns $ 27,342 $ 35,842 $ 11,869
75,053
Percent Of tofal ittt it it e e e e e e e e e e 36.4% 47.8% 15.8%
100.0%
Cumulative percent 0f fLotal ...ttt ittt ettt et 36.4 84.2 100.0
Sensitivity of loans to changes in interest rates-loans due after one
year
Predetermined interesSt Fate v v ittt ittt ettt ettt ettt ettt e $ 9,018 $ 5,057
14,075
Floating or adjustable interest rate ........ .ttt 26,824 6,812
33,636
$ 35,842 $ 11,869
$ 47,711
</TABLE>
Deposits
Table Three provides information on the average amounts of deposits and
the rates paid by deposit category. Through the Corporation's diverse retail
banking network, deposits remain a primary source of funds for the Corporation.
Average deposits increased 24 percent in 1997 over 1996 due to deposits
acquired in the Boatmen's transaction.
On December 31, 1997, the Corporation had domestic certificates of deposit
of $100 thousand or greater totaling $8.8 billion, with $4.0 billion maturing
within three months, $1.8 billion maturing within three to six months, $1.5
billion maturing within six to twelve months and $1.5 billion maturing after
twelve months. Additionally, on December 31, 1997, the Corporation had other
domestic time deposits of $100 thousand or greater totaling $506 million, with
$78 million maturing within three months, $41 million maturing within three to
six months, $78 million maturing within six to twelve months and $309 million
maturing after twelve months. Foreign office certificates of deposit and other
time deposits of $100 thousand or greater totaled $14.4 billion and $8.1
billion on December 31, 1997 and 1996, respectively.
Short-Term Borrowings and Trading Account Liabilities
The Corporation uses short-term borrowings as a funding source and in its
management of interest rate risk. Table Eight presents the categories of
short-term borrowings.
During 1997, total average short-term borrowings increased 5 percent to
$41.6 billion and trading account liabilities (excluding derivatives-dealer
positions) remained essentially unchanged from 1996 levels, amounting to $10.3
billion in 1997.
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Table Eight
Short-Term Borrowings
(Dollars in Millions)
<TABLE>
<CAPTION>
1997 1996 1995
Amount Rate Amount Rate Amount Rate
<S> <C> <C> <C> <C> <C> <C>
Federal funds purchased
On December 31 .. .iiiiiiiiiininineinenenenens $ 4,376 5.75% $ 3,536 6.58% $ 5,940 5.26%
Average dUuring year ......e.ieeinietneennennnn 4,111 5.56 4,694 5.35 5,455 5.91

$

$

$



Maximum month-end balance during year ...... 6,950 -= 8,585
Securities sold under agreements to repurchase

On December 31 ..ttt et et eeeeaeeeaan 39,506 5.24 15,842

Average dUring YEear ... iiviiieeeerenenaeenns 32,355 5.09 28,517

Maximum month-end balance during year ...... 39,506 -= 29,582
Commercial paper

On December 31 ..ttt et et eeeeaeeeaan 2,796 5.75 2,787

Average dUring YEear ... eeerennnanenns 2,966 5.67 2,966

Maximum month-end balance during year ...... 3,200 -= 3,276
Other short-term borrowing

On December 31 ..ttt et et eeeeaeeeaan 4,126 5.62 1,836

Average dUring YEear ... eeerennnanenns 2,173 5.62 3,344

Maximum month-end balance during year ...... 4,126 -= 4,954
</TABLE>

Long-Term Debt

Long-term debt increased 18 percent from $23.0 billion at December 31,
1996 to $27.2 billion on December 31, 1997 mainly as a result of borrowings to

fund repurchases of shares issued in the January 7, 1997 Boatmen's acquisition.

During 1997, the Corporation issued $1.0 billion of trust preferred securities
and $1.0 billion of mortgage backed bonds. Also during 1997, the Corporation
issued approximately $5.1 billion in long-term senior and subordinated debt,
including $2.1 billion which was issued under its medium-term note program and
$2.5 billion under a bank note program. See Note Six to the consolidated
financial statements on page 61 for further details on long-term debt.

Other
The Corporation has commercial paper back-up lines totaling $1.5 billion
of which $1.0 billion expires in October 1998 and $500 million expires in

October 2002. No borrowings have been made under these lines.

The Corporation's financial position is reflected in the following debt
ratings, which include upgrades as applicable from December 31, 1996 ratings:

<TABLE>
<CAPTION>
Commercial Senior
Paper Debt
<S> <C> <C>
Moody's Investors Service ......... P-1 Aa3
Standard & Poor's Corporation ..... A-1 A+
Duff and Phelps, INC. ....euvuvueeennn D-1+ A+
Fitch IBCA, INC. et tmennnneennn F-1 A+
Thomson BankWatch ............... .. TBW-1 A+
</TABLE>

In managing liquidity, the Corporation takes into consideration the
ability of the subsidiary banks to pay dividends to the parent company. See
Note Nine to the consolidated financial statements on page 68 for further
details on dividend capabilities of the subsidiary banks.

Capital Resources And Capital Management

Shareholders' equity on December 31, 1997 was $21.3 billion compared to
$13.7 billion on December 31, 1996. The acquisition of Boatmen's resulted in
the issuance of approximately 195 million shares of common
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stock and an increase of $9.5 billion in total shareholders' equity. The
increase was partially offset by the repurchase of approximately 96 million
shares of common stock for $5.8 billion.

The Corporation's and its significant banking subsidiaries' regulatory
capital ratios, along with a description of the components of risk-based
capital, capital adequacy requirements and prompt corrective action provisions,
are included in Note Nine to the consolidated financial statements on page 68.

Market Risk Management

In the normal course of conducting its business activities, the
Corporation is exposed to market risk which includes both price and liquidity
risk. Price risk arises from fluctuations in interest rates, foreign exchange
rates and commodity and equity prices that may result in changes in the market
values of financial instruments. Liquidity risk arises from the possibility
that the Corporation may not be able to satisfy current and future financial

.40
.37

.41
.57

.20
.22

7,317

23,034
30,336
38,926

2,773
2,804
2,930

4,143
5,690
7,378

.66
.14

.65
.10

.94
.20



commitments or that the Corporation may not be able to liquidate financial
instruments at market prices. Risk management procedures and policies have been
established and are utilized to manage the Corporation's exposure to market
risk. The strategy of the Corporation with respect to market risk is to
maximize net income while maintaining an acceptable level of risk to changes in
market rates. While achievement of this goal requires a balance between
profitability, liquidity and market price risk, there are opportunities to
enhance revenues through controlled risks. In implementing strategies to manage
interest rate risk, the primary tools used by the Corporation are its
securities portfolio and interest rate contracts, and management of the mixk,
yields or rates and maturities of assets and of the wholesale and retail
funding sources of the Corporation.

Market risk is managed by the Corporation's Finance Committee which
formulates policy based on desirable levels of market risk. In setting
desirable levels of market risk, the Finance Committee considers the impact on
both earnings and capital of the current outlook in market rates, potential
changes in market rates, world and regional economies, liquidity, business
strategies and other factors.

In January 1997, the Securities and Exchange Commission (SEC) adopted new
rules that require more comprehensive disclosures of accounting policies for
derivatives as well as enhanced quantitative and qualitative disclosures of
market risk for derivative and other financial instruments. The market risk
disclosures must be presented for most financial instruments, which must be
classified into two portfolios: financial instruments entered into for trading
purposes and all other covered financial instruments (non-trading portfolio).

For a discussion of non-trading, on-balance sheet financial instruments
see Table Nine in the following Market Risk Management section on page 27. For
information on market risk associated with Asset and Liability Management (ALM)
activities, see the following discussion on page 28 of the Market Risk
Management section and the mortgage banking section of Noninterest Income on
page 18 as well as the Mortgage Servicing Rights section in Note One to the
consolidated financial statements on page 53. Market risk associated with the
trading portfolio is discussed in the following Market Risk Management section
on page 30. The composition of the trading portfolio and related fair values
are included in Note Four to the consolidated financial statements on page 59.
Derivatives-dealer positions and related credit risk are presented in Note
Eight to the consolidated financial statements on page 67. Accounting policies
for ALM and trading derivatives are disclosed in Note One to the consolidated
financial statements in the Trading Instruments and Risk Management Instruments
sections on pages 51 and 54, respectively.

Non-Trading Portfolio

The Corporation's ALM process is used to manage interest rate risk through
the structuring of balance sheet and off-balance sheet portfolios and
identifying and linking such off-balance sheet positions to specific assets and
liabilities. Interest rate risk represents the only material market risk
exposure to the Corporation's non-trading on-balance sheet financial
instruments. To effectively measure and manage interest rate risk, the
Corporation uses computer simulations which determine the impact on net
interest income of numerous interest rate scenarios, balance sheet trends and
strategies. These simulations cover the following financial instruments:
short-term financial instruments, securities, loans, deposits, borrowings and
off-balance sheet financial instruments. These simulations incorporate
assumptions about balance sheet dynamics, such as loan and deposit growth and
pricing, changes in funding mix and asset and liability repricing and maturity
characteristics. Simulations are run under various interest rate scenarios to
determine the impact on net income and capital. From these scenarios, interest
rate risk is quantified and appropriate strategies are developed and
implemented. The overall interest rate risk position and strategies are
reviewed on an ongoing basis by executive management.
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Additionally, duration and market value sensitivity measures are
selectively utilized where they provide added value to the overall interest
rate risk management process.

On December 31, 1997, the interest rate risk position of the Corporation
was relatively neutral as the impact of a gradual parallel 100 basis-point rise
or fall in interest rates over the next 12 months when compared to stable rates
was estimated to be less than 2 percent of net income.

Table Nine summarizes the expected maturities, unrealized gains and losses
and weighted average effective yields and rates associated with the
Corporation's significant non-trading, on-balance sheet financial instruments.
Cash and cash equivalents, time deposits placed and other short-term
investments, fed funds sold and purchased, resale and repurchase agreements,
commercial paper, other short-term borrowings and foreign deposits, which are
similar in nature to other short-term borrowings, are excluded from Table Nine



as their respective carrying values approximate fair values. These financial
instruments generally expose the Corporation to insignificant market risk as
they have either no stated maturities or an average maturity of less than 30
days and interest rates that approximate market. However, these financial
instruments can expose the Corporation to interest rate risk by requiring more
or less reliance on alternative funding sources, such as long-term debt. Loans
held for sale are also excluded as their carrying values approximate their fair
values, generally exposing the Corporation to insignificant market risk. For
further information on the fair value of financial instruments, see Note Twelve
to the consolidated financial statements on page 75.
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Table Nine

Non-Trading On-Balance Sheet Financial Instruments
December 31, 1997

(Dollars in Millions)

<TABLE>
<CAPTION>
Unrealized
Total Gain/ (Loss)
<S> <C> <C>
Assets
Loans, net of unearned income (1)
Fixed Rate
BOOK VaAlUE vttt ittt teeteeeieeeneennn $ 58,209 $1,056
Weighted average effective yield ....... 8.77%
Variable Rate
BOOK VAlUC 4ttt ittt et ettt eeeeeenaeennn $ 78,592 1,343
Weighted average effective yield ....... 8.35%
Securities held for investment (2)
Fixed Rate
BOOK VaAlUE ittt ittt e e S 986 4
Weighted average effective yield ....... 5.94%
Variable Rate
BOOK VAlUE ittt it iit i iiiieieeennnn $ 170 1
Weighted average effective yield ....... 6.65%
Securities available for sale (2)
Fixed Rate
BOOK VAlUE 4ttt tttt it ittt et $ 44,028 472
Weighted average effective yield ....... 6.41%
Variable Rate
BOOK VAlUE vttt it tit et eieeieiiennnn s 2,019 4
Weighted average effective yield ....... 7.04%
Liabilities
Total Domestic Deposits (3)
Fixed Rate
BOOK VaAlUE vttt ittt it teeteeeieeeneennn $ 92,071 $(304)
Weighted average effective rate ........ 2.48%
Variable Rate
BOOK VAlUC 4ttt ittt it ittt et e $ 31,730 (3)
Weighted average effective rate ........ 5.33%
Long-term debt (excluding obligations
under capital leases) (4) ...
Fixed Rate
BOOK VAlUC ittt ittt ittt teieenenennn $ 11,661 (540)
Weighted average effective rate ........ 7.18%
Variable Rate
BOOK VAlUC 4ttt ittt it ittt et e $ 15,489 (21)
Weighted average effective rate ........ 6.04%
Trust preferred securities (4)
Fixed Rate
BOOK VAlUC 4ttt ittt it ittt et e s 1,462 (67)
Weighted average effective rate ........ 8.15%
Variable Rate
BOOK VAlUE ittt ittt it it i ieieennnn $ 493 (9)
Weighted average effective rate ........ 6.62%
<CAPTION>
Expected Maturity
After
1998 1999 2000 2001 2002 2002
<S> <C> <C> <C> <C> <C> <C>
Assets

Loans, net of unearned income (1)
Fixed Rate
Book vValue ...ttt e e $18,575 $10,227 $7,695 $4,756 $ 3,021 $13,935



Weighted average effective yield .......

Variable Rate

Book VAlUE ..iiiiiii ittt ittt 29,347 10,437 8,692 6,122
Weighted average effective yield .......

Securities held for investment (2)

Fixed Rate

Book vValue ..ttt it e 445 458 16 13
Weighted average effective yield .......

Variable Rate

Book vValue ...ttt 5 144 -= 21
Weighted average effective yield .......

Securities available for sale (2)

Fixed Rate

Book Value ...ttt ittt 374 4,292 1,562 2,665
Weighted average effective yield .......

Variable Rate

BOOK VaAlUE i ittt ittt et ettt e et e -— 3 94 1,127
Weighted average effective yield .......
Liabilities
Total Domestic Deposits (3)

Fixed Rate

Book vValue ...ttt i $23,165 $ 5,874 $2,090 S 626
Weighted average effective rate ........

Variable Rate

BOOK VaAlUe i ittt ittt et ettt e et 5,074 3,919 3,240 2,773
Weighted average effective rate ........
Long-term debt (excluding obligations

under capital leases) (4) ....ieoiiiiin..

Fixed Rate

Book vValue ...t ittt 1,077 438 856 1,669
Weighted average effective rate ........

Variable Rate

BOOK VaAlUE ittt ittt ettt e et e 3,411 3,031 4,193 923
Weighted average effective rate ........
Trust preferred securities (4)

Fixed Rate

Book value ...ttt i i -= - - -
Weighted average effective rate ........

Variable Rate

Book vValue ...ttt -- -- -- --
Weighted average effective rate ........

</TABLE>

(1) Expected maturities reflect the impact of prepayment assumptions.

(2) Expected maturities are based on contractual maturities.

(3) When measuring and managing market risk associated with domestic deposits,
the Corporation considers its long-term relationships with depositors. The
unrealized loss on domestic deposits in this table does not consider these
long-term relationships.

(4) Expected maturities of long-term debt and trust preferred securities

reflect the Corporation's ability to redeem such debt prior to contractual
maturities.
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Risk management interest rate contracts are utilized in the ALM process.

Such contracts, which are generally non-leveraged generic interest rate and
basis swaps and options, allow the Corporation to effectively manage its
interest rate risk position. As reflected in Table Ten, the total gross
notional amount of the Corporation's ALM interest rate swaps on December 31,
1997 was $32.0 billion, with the Corporation receiving fixed on $28.2 billion,
primarily converting variable-rate commercial loans to fixed rate, and
receiving variable on $1.5 billion. The net receive fixed position of $26.8
billion on December 31, 1997 was essentially unchanged from December 31, 1996.
In addition, the Corporation has $2.3 billion of basis swaps linked primarily
to long-term debt.

Table Ten also summarizes the expected maturities, weighted average pay

and receive rates and the unrealized gains and losses on December 31, 1997 of
the Corporation's ALM interest rate contracts. Floating rates represent the
last repricing and will change in the future primarily based on movements in
one-, three- and six-month LIBOR rates.

The net unrealized appreciation of the ALM swap portfolio on December 31,

1997 was $280 million compared to net unrealized appreciation of $69 million on
December 31, 1996, reflecting a decrease in interest rates when comparing
December 31, 1997 to December 31, 1996. The amount of net realized deferred
gains associated with terminated ALM swaps was $34 million on December 31, 1997
compared to $48 million of net realized deferred losses on December 31, 1996.

To manage interest rate risk, the Corporation also utilizes interest rate

7,710

580

2,373

527

1,670

600

16,284
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$59,736

14,351

7,094

2,261



option products, primarily caps and floors. Interest rate caps and floors are
agreements where, for a fee, the purchaser obtains the right to receive
interest payments when a variable interest rate moves above or below a
specified cap or floor rate, respectively. On December 31, 1997, the
Corporation had a gross notional amount of $5.9 billion in outstanding interest
rate option contracts used for ALM purposes compared to $6.4 billion on
December 31, 1996. Such instruments are primarily linked to long-term debt,
short-term borrowings and pools of similar residential mortgages and consist
mainly of purchased options. On December 31, 1997, the net unrealized
depreciation of ALM option products was $7 million compared to net unrealized
appreciation of $2 million on December 31, 1996. The amount of net realized
deferred gains associated with terminated ALM options was $13 million on
December 31, 1997 compared to $4 million of net realized deferred gains on
December 31, 1996.

In addition, the Corporation uses foreign currency contracts to manage the
foreign exchange risk associated with foreign-denominated liabilities. Foreign
currency contracts involve the conversion of certain scheduled interest and
principal payments denominated in foreign currencies. On December 31, 1997,
these contracts had a notional value of $2.7 billion and a net market value of
negative $67 million.

The net unrealized appreciation in the estimated value of the ALM interest
rate and net negative market value in the ALM foreign exchange portfolios should
be viewed in the context of the overall balance sheet. The value of any single
component of the balance sheet or off-balance sheet positions should not be
viewed in isolation.

For a discussion of the Corporation's management of risk associated with
mortgage production activities, see the Noninterest Income section on page 18
and the Mortgage Servicing Rights section in Note One to the consolidated
financial statements on page 53.
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Table Ten

Asset and Liability Management Interest Rate Contracts
December 31, 1997

(Dollars in Millions, Average Expected Maturity in Years)

<TABLE>
<CAPTION>
Unrealized
Gain/ (Loss)
<S> <C>
Asset Conversion Swaps
Receive fixed generic ................ $203

Notional amount ..........ccciuivinenn.
Weighted average receive rate .......
Weighted average pay rate ...........
Pay fixed generic ......... ... .. (19)

Notional amount ...........oeviuienn..
Weighted average pay rate ...........
Weighted average receive rate .......
Total asset conversion swaps ......... $184

Notional amount ..........ccciuivinenn.
Liability Conversion Swaps

Receive fixed generic ..........eeeee.. $100
Notional amount ...............0ou.n.

Weighted average receive rate .......

Weighted average pay rate ...........

Pay fixed generic .........ciiiiiin. (3)
Notional amount ..........ccciuivinenn.

Weighted average pay rate ...........

Weighted average receive rate .......

Total liability conversion swaps ..... $ 97

Notional amount ............oeviuienn..

Total receive fixed SWaps ............ $303
Notional amount ..........ccciuivinenn.
Weighted average receive rate .......
Weighted average pay rate ...........
Total pay fixed swaps ........ocvuee... (22)
Notional amount ..........c.cciuiiinenn.
Weighted average pay rate ...........
Weighted average receive rate .......
BasSis SWaAPS «iv ittt (1)



Notional amount
Weighted average receive rate
Weighted average pay rate
Total Swaps

Notional amount

Option Products
Notional amount
Weighted average strike rate

Total Interest Rate Contracts

Notional amount

<CAPTION>

<S>

Asset Conversion Swaps
Receive fixed generic
Notional amount

Weighted

3

S

Weighted

average receive rate

average pay rate

Pay fixed generic

Notional amount
51
Weighted
8.33%
Weighted average receive rate
7.86

Total asset conversion swaps

average pay rate

Notional amount
51

Liability Conversion Swaps
Receive fixed generic
Notional amount
3,295
Weighted
6.89%
Weighted
5.92

Pay fixed

average

average

generic

Notional amount

Weighted

)

Weighted

average pay rate

average receive rate

Total liability conversion swaps

Notional amount
3,295

21,895

7,713

7,829

1,000 $

1,787 $

Expected Maturity

1,525 $ 7,325 $ 8,559

826 $ 316 $ 1,102

3,435

503

Total receive fixed swaps
Notional amount
3,295
Weighted
6.89%
Weighted
5.92
Total pay
Notional
51
Weighted
8.33%
Weighted
7.86

average receive rate .......

average pay rate

fixed swaps
amount

average pay rate

average receive rate

28,237

3,930



Basis Swaps .....

Notional amount

Weighted average

S

g

Weighted average

Total Swaps .....

Notional amount
3,346

receive rate .......
pay rate .......... .

$ 32,032

S 3,487

$ 3,476

$ 7,859

$ 9,757

$ 4,107

Option Products
Notional amount
236

Weighted average
10.29%

strike rate ........

$ 5,902

Notional amount
3,582

<CAPTION>

<S>

Asset Conversion Swaps
Receive fixed generic ................

Notional amount

Weighted average
Weighted average
Pay fixed generic

Notional amount
Weighted average
Weighted average

receive rate .......
pay rate ......... ..

pay rate ......... ..
receive rate .......

Total asset conversion swaps .........

Notional amount

Liability Conversion Swaps
Receive fixed generic ................

Notional amount
Weighted average
Weighted average
Pay fixed generic

Notional amount
Weighted average
Weighted average

receive rate .......
pay rate ......0000

pay rate ......0000
receive rate .......

Total liability conversion swaps .....

Notional amount

$ 37,934

Average
Expected
Maturity

$ 5,937

$ 6,301

$ 8,002

$ 9,842

$ 4,270

Total receive fixed swaps ............

Notional amount
Weighted average
Weighted average

receive rate .......
pay rate ......0000

Total pay fixed swaps .........cvuee...

Notional amount
Weighted average
Weighted average
Basis Swaps .....

Notional amount
Weighted average
Weighted average
Total Swaps .....

Notional amount

pay rate .......... .
receive rate .......

Option Products
Notional amount
Weighted average




Total Interest Rate Contracts ........

Notional amount ............eciuienn..
</TABLE>
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Trading Portfolio

The Corporation manages its exposure to market risk resulting from trading
activities through a risk management function which is independent of the
business units. Each major trading site is monitored by this risk management
unit. Risk limits have been approved by the Corporation's Finance Committee,
and daily earnings at risk limits are generally allocated to the business
units. In addition to limits placed on these individual business units, limits
are also imposed on the risks individual traders can take and on the amount of
risk that can be concentrated in a particular product or market. Risk positions
are monitored by business unit, risk management personnel and senior management
on a daily basis. Business unit and risk management personnel are responsible
for continual monitoring of the changing aggregate position of the portfolios
under their responsibility, including projection of the profit or loss levels
that could result from both normal and extreme market moves. If any market risk
limits are inadvertently exceeded, the risk management unit ensures that
actions are taken as necessary to bring portfolios within approved trading
limits.

To estimate potential losses that could result from adverse market
movements, the factor based scenario model is used to calculate daily earnings
at risk. This model breaks down yield curve movements into three underlying
factors to produce sixteen yield curve scenarios used to estimate hypothetical
profit or loss. Earnings at risk represents a one-day measurement of pretax
earnings at risk from movements in market prices using the assumption that
positions cannot be rehedged during the period of any prescribed price and
volatility change. A 99-percent confidence level is utilized, which indicates
that actual trading profits and losses may deviate from expected levels and
exceed estimates approximately one day out of every 100 days of trading
activity.

Earnings at risk estimates are measured on a daily basis at the individual
trading unit level, by type of trading activity and for all trading activities
in the aggregate. Daily reports of estimates compared to respective limits are
reviewed by senior management, and trading strategies are adjusted accordingly.
In addition to the earnings at risk analysis, portfolios which have significant
option positions are stress tested continually to simulate the potential loss
that might occur due to unexpected market movements.

Earnings at risk is measured on both a gross and uncorrelated basis. The
gross measure assumes that adverse market movements occur simultaneously across
all segments of the trading portfolio, an unlikely assumption. On December 31,
1997, the gross estimates for aggregate interest rate, foreign exchange and
equity and commodity trading activities were $52 million, $6 million and $3
million, respectively. Alternately, using a statistical measure which is more
likely to capture the effects of market movements, the uncorrelated estimate on
December 31, 1997 for aggregate trading activities was $22 million. Both
measures indicate that the Corporation's primary risk exposure is related to
its interest rate activities.

Average daily trading revenues in 1997 approximated $1 million. During
1997, the Corporation's trading activities resulted in positive daily revenues
for approximately 64 percent of total trading days. During 1997, the standard
deviation of trading revenues was $4 million. Using this data, one can conclude
that the aggregate trading activities should not result in exposure of more
than $8 million for any one day, assuming 99-percent confidence. When comparing
daily earnings at risk to trading revenues, daily earnings at risk will average
considerably more due to the assumption of no corrective actions as well as the
assumption that adverse market movements occur simultaneously across all
segments of the trading portfolio. Instruments included in the Corporation's
trading portfolio (including derivatives-dealer positions) and their fair
values are disclosed in Notes Four and Eight of the notes to the consolidated
financial statements on pages 59 and 67, respectively.

Credit Risk Management and Credit Portfolio Review

In conducting business activities, the Corporation is exposed to the
possibility that borrowers or counterparties may default on their obligations
to the Corporation. Credit risk arises through the extension of loans, leases,
factored accounts receivable, certain securities, letters of credit, financial
guarantees and through counterparty risk on trading and capital markets
transactions. To manage this risk, the Credit Policy group establishes policies
and procedures to manage both on- and off-balance sheet credit risk and
communicates and monitors the application of these policies and procedures
throughout the Corporation.

The Corporation's overall objective in managing credit risk is to minimize



the adverse impact of any single event or set of occurrences. To achieve this
objective, the Corporation strives to maintain a credit risk profile that is
diverse in terms of product type, industry concentration, geographic
distribution and borrower or counterparty concentration.
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The Credit Policy group works with lending officers, trading personnel and
various other line personnel in areas that conduct activities involving credit
risk and is involved in the implementation, refinement and monitoring of credit
policies and procedures.

The Corporation manages credit exposure to individual borrowers and
counterparties on an aggregate basis including loans, leases, factored accounts
receivable, securities, letters of credit, bankers' acceptances, derivatives
and unfunded commitments. The creditworthiness of a borrower or counterparty is
determined by experienced personnel, and limits are established for the total
credit exposure to any one borrower or counterparty. Credit limits are subject
to varying levels of approval by senior line and credit policy management.
Total exposure to a borrower or counterparty is aggregated and measured against
established limits.

The originating credit officer assigns borrowers or counterparties an
initial risk rating which is based on the amount of inherent credit risk and
reviewed for appropriateness by senior line and credit policy personnel.
Credits are monitored by line and credit policy personnel for deterioration in
a borrower's or counterparty's financial condition which would impact the
ability of the borrower or counterparty to perform under the contract. Risk
ratings are adjusted as necessary.

For consumer lending, credit scoring systems are utilized to provide
standards for extension of credit. Consumer portfolio credit risk is monitored
primarily using statistical models and actual payment experience to predict
portfolio behavior.

When required, the Corporation obtains collateral to support credit
extensions and commitments. Generally, such collateral is in the form of real
and personal property, cash on deposit or other highly liquid instruments. In
certain circumstances, the Corporation obtains real property as security for
some loans that are made on the general creditworthiness of the borrower and
whose proceeds were not used for real estate-related purposes.

The Corporation also manages exposure to a single borrower, industry,
product-type or other concentration through syndications of credits,
participations, loan sales and securitizations. Through Global Finance, the
Corporation is a major participant in the syndications market. In a syndicated
facility, each participating lender funds only its portion of the syndicated
facility, therefore limiting its exposure to the borrower. The Corporation also
identifies and reduces its exposure to funded borrower, product or industry
concentrations through loan sales. Generally, these sales are without recourse
to the Corporation.

In conducting derivatives activities in certain jurisdictions, the
Corporation reduces credit risk to any one counterparty through the use of
legally enforceable master netting agreements which allow the Corporation to
settle positive and negative positions with the same counterparty on a net
basis. For more information on the Corporation's off-balance sheet credit risk,
see Note Eight to the consolidated financial statements on page 65.

An independent credit review group conducts ongoing reviews of credit
activities and portfolios, reexamining on a regular basis risk assessments for
credit exposures and overall compliance with policy.

Loans, Leases and Factored Accounts Receivable Portfolio -- The
Corporation's credit exposure is focused in its loans, leases and factored
accounts receivable portfolio which totaled $143.8 billion on December 31,
1997. Table Fifteen presents a distribution of loans by category.

Allowance for Credit Losses -- The Corporation's allowance for credit
losses was $2.8 billion, or 1.94 percent of net loans, leases and factored
accounts receivable on December 31, 1997, compared to $2.3 billion, or 1.89
percent, on December 31, 1996, with the increase in the allowance attributable
to the acquisition of Boatmen's. Table Eleven provides an analysis of the
changes in the allowance for credit losses. Total net charge-offs increased
$200 million in 1997 to $798 million, or .54 percent of average loans, leases
and factored accounts receivable, compared to $598 million, or .48 percent, in
1996. Higher net charge-offs were largely the result of an increase in the
average loans, leases, and factored accounts receivable portfolio, attributable
to both the Boatmen's acquisition and internal growth as well as deterioration
in consumer credit quality experienced on an industry-wide basis. This resulted
in increases in total consumer net charge-offs, which were partially offset by
lower commercial net charge-offs during 1997.
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Table Eleven
Allowance For Credit Losses
(Dollars in Millions)

<TABLE>
<CAPTION>
1997
<S> <C>
Balance on JanUary L et iiiiieteeenneeeeeenneesesennnas $ 2,315
Loans, leases and factored accounts receivable
charged off
CommercCial ..ttt ittt i i i i e e e e e (149)
Real estate COmMMErCIal .. uviie et eneeeeeeeeeaneeeeeeenns (24)
Real estate construction ........iuiiiiiiiiiiiiiiiiinnenn (3)
Total commercial . ...ttt ittt ittt (176
Residential mOrtgage ...ttt ittt ittt enenaeeeennn (15)
Credit CArA vttt ittt et et e e ettt e et et ettt (474)
Other CONSUMET ..ttt ittt ittt ittt tineintenaeeneenenn (406)
Total CONSUMET &ttt ittt ittt ittt ettt enneeneenns (895)
Lease finanCing ittt ittt ittt te ittt (16)
Factored accounts receivable ......i ittt eennnnenns (19)
Total loans, leases and factored accounts
receivable charged off ... .. ittt i e (1,106)
Recoveries of loans, leases and factored accounts
receivable previously charged off
CommercCial ..ttt ittt i i i i e e e e e 79
Real estate commercial .. ... iiiiitiittn et eneeenennnnn 24
Real estate construction ........iuiiiiiiiiiiiiiiiiinenn 6
Total commercial .. ...ttt ittt 109
Residential mOrtgage ...ttt ittt ittt tenenaeeeennn 3
Credit card ...ttt e e e e e et e e e 79
Other CONSUMET ..ttt ittt ittt ittt ittt eeneenens 108
Total CONSUMET &ttt ittt ittt ittt ettt enneeneenes 190
3ot T I 5o Y -
Lease financCing . ...ttt ittt it
Factored accounts receivable ....... ... i, 7
Total recoveries of loans, leases and factored
accounts receivable previously charged off ............ 308
Net charge-o0ffs ...ttt ettt i e (798)
Provision for credit 1o0SSEeS ...ttt 800
Allowance applicable to loans of purchased
companies and other ... ... ...ttt e 465
Balance on December 31 ittt ettt ettt S 2,782

Loans, leases and factored accounts receivable, net of

unearned income, outstanding on December 31 ............. $143,792
Allowance for credit losses as a percentage of loans,

leases and factored accounts receivable, net of

unearned income, outstanding on December 31 ............. 1.94%
Average loans, leases and factored accounts

receivable, net of unearned income, outstanding

Aduring the yYear ...ttt ittt ettt $146,424
Net charge-offs as a percentage of average loans,

leases and factored accounts receivable, net of

unearned income, outstanding during the year ............ .54%
Ratio of the allowance for credit losses on

December 31 to net charge-offs ......... ... 3.49
Allowance for credit losses as a percentage of

nonperforming lOaANnsS . ...ttt ii ittt etenereeenaeenenns 273.34%
<CAPTION>

260.02%



<S> <C> <C> <C>
Balance on JanUary 1 e ii it eenteneeeeeeeeeneeneeneenns $ 2,186 $ 2,169 $ 1,454
Loans, leases and factored accounts receivable
charged off
CommercCial ...ttt ittt i i e e e e e (98) (113) (107)
Real estate CoOmMEerCial .. uuuei it mne et eeeeeeneeeeeennns (25) (32) (84)
Real estate construction ........ciuiiiiiiiiiiiiiiiiiiinenn (17) (27) (17)
Total commercial .. ...ttt ittt (140) (172) (208)
Residential mOrtgage ...ttt it ittt ittt et tienenaeenennn (8) (7) (10)
Credit card ...ttt e e e e e e e e e (189) (126) (184)
Other CONSUMET ...ttt ittt ittt ittt eeneenens (263) (192) (172)
Total CONSUMET &ttt ittt ittt ittt ettt eeeneeneenns (460) (325) (366)
Lease finanCing ...ttt ittt ittt tei ittt (2) (4) (5)
Factored accounts receivable . .....i it eennnnenns (34) (32) (30)
Total loans, leases and factored accounts
receivable charged off ... .. ittt i e (636) (533) (609)
Recoveries of loans, leases and factored accounts
receivable previously charged off
CommercCial ...ttt ittt it i i e e e e e 78 69 67
Real estate commercial .. ... iiiiiitii ittt 15 17 21
Real estate construction ........ci.iiiiiiiiiiiiiiiiiinnenn 9 26 12
Total commercial .. ...ttt ittt ittt 102 112 100
Residential mOrtgage ...ttt i ittt ittt et nenaeeeennn 2 2 3
Credit card ...ttt e e e e e et e e e 26 22 19
Other CONSUMET ...ttt ittt ittt ittt ettt eenenn 72 67 65
Total CONSUMET &ttt ittt ittt ittt ettt eeeneeneenns 100 91 87
3ot I 5o Y - -= 1
Lease financing . ...ttt ittt it 1 3 2
Factored accounts receivable ......... i, 12 11 7
Total recoveries of loans, leases and factored
accounts receivable previously charged off ............ 215 217 197
Net charge-o0ffs ...ttt e ettt i e (421) (3106) (412)
Provision for credit 10SSEeS ...ttt 382 310 430
Allowance applicable to loans of purchased
companies and other . ... .. ...ttt e 16 23 697
Balance on December 31 i viii ittt eete ettt S 2,163 $ 2,186 S 2,169
Loans, leases and factored accounts receivable, net of
unearned income, outstanding on December 31 ............. $117,033 $103,371 $92,007
Allowance for credit losses as a percentage of loans,
leases and factored accounts receivable, net of
unearned income, outstanding on December 31 ............. 1.85% 2.11% 2.36%
Average loans, leases and factored accounts
receivable, net of unearned income, outstanding
AUTring the YeaT v ittt ittt ittt et ettt et i $110, 650 $96,258 $80,058
Net charge-offs as a percentage of average loans,
leases and factored accounts receivable, net of
unearned income, outstanding during the year ............ .38% 33% 51%
Ratio of the allowance for credit losses on
December 31 to net charge-offs ......... ... 5.14 6.93 5.27
Allowance for credit losses as a percentage of
nonperforming loans ... ..ttt ii ittt eteneteeenaeenenas 306.49% 273.07% 193.38%

</TABLE>
32

Excluding increases that resulted from the acquisition of Boatmen's,
management expects charge-offs in general to increase modestly in 1998, with
increases in the consumer loan categories anticipated as the Corporation
continues its efforts to shift the mix of the loan portfolio to a higher
consumer loan concentration. Furthermore, future economic conditions also will
impact credit quality and may result in increased net charge-offs and higher
provision for credit losses.

Portions of the allowance for credit losses are allocated to cover the
estimated losses inherent in particular risk categories of loans. The
allocation of the allowance for credit losses, as presented in Table Twelve, is
based upon the Corporation's loss experience over a period of years and is
adjusted for existing economic conditions as well as performance trends within
specific portfolio segments and individual concentrations of credit.



The nature of the process by which the Corporation determines the
appropriate allowance for credit losses requires the exercise of considerable
judgment. Management believes that the allowance for credit losses is
appropriate given its analysis of inherent credit losses on December 31, 1997.

Table Twelve

Allocation of the Allowance for Credit Losses

December 31
(Dollars in Millions)

<TABLE>
<CAPTION>
1997 1996 1995 1994 1993
Amount Percent Amount Percent Amount Percent Amount Percent Amount

Percent

<S> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C>
Commercial ............ $ 818 29.4% $ 665 28.7% $ 626 28.9% $ 569 26.0% $ 510 23.5%
Real estate

commercial ........... 369 13.3 267 11.5 311 14.4 397 18.2 403 18.6
Real estate

construction ......... 186 6.7 140 6.1 146 6.7 147 6.7 160 7.4
Total commercial ..... 1,373 49.4 1,072 46.3 1,083 50.0 1,113 50.9 1,073 49.5
Residential

mortgage ... 74 2.7 78 3.4 64 3.0 45 2.0 32 1.4
Credit card ........... 279 10.0 216 9.3 209 9.7 152 7.0 119 5.5
Other consumer ........ 369 13.3 281 12.1 291 13.4 211 9.7 199 9.2
Total consumer ....... 722 26.0 575 24.8 564 26.1 408 18.7 350 16.1
Foreign .......couvuvue.. 31 1.1 23 1.0 21 1.0 19 9 8 4
Lease financing ....... 72 2.6 61 2.6 36 1.7 26 1.2 16 7
Factored accounts

receivable ........... 22 .8 20 .9 20 .9 13 .6 13 .6
Unallocated ........... 562 20.1 564 24.4 439 20.3 607 27.7 709 32.7

$2,782 100.0% $2,315 100.0% $2,163 100.0% $2,186 100.0% $2,169 100.0%
</TABLE>
Nonperforming Assets -- On December 31, 1997, nonperforming assets were

$1.1 billion, or .79 percent of net loans, leases, factored accounts receivable
and foreclosed properties, compared to $1.0 billion, or .85 percent, on
December 31, 1996. As presented in Table Thirteen, nonperforming loans were
$1.0 billion at the end of 1997 compared to $890 million at the end of 1996.
The allowance coverage of nonperforming loans was 273 percent on December 31,
1997 compared to 260 percent at the end of 1996.

Foreclosed properties decreased to $117 million on December 31, 1997
compared to $153 million on December 31, 1996.

Table Thirteen
Nonperforming Assets
December 31

(Dollars in Millions)

<TABLE>
<CAPTION>

1993

<S>
Nonperforming loans

Commercial ...........

474
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Real estate commercial . ...t iiitinnneenenneenann 157 145 196 201
318
Real estate construction ..........i.iiiiiiiiiininnnan. 18 28 16 66
142
Total commercial ... ...ttt ittt ittt 468 515 483 629
934
Residential MOrtgage ...t i ittt ittt ettt et 272 215 87 66
77
Other CONSUMET ..ttt ittt ittt et ettt et et eeeenaeenans 245 135 130 94
93
Total CONSUMET .t i ittt ittt et ettt aeeeeeeeenenannns 517 350 217 160
170
e Y 5o L -= -= -= 3
8
Lease financing . ...ttt ittt ittt i 33 25 6 9
10
Total nonperforming lOaAns ... ....eiietiieenenneenennnnnn 1,018 890 706 801
1,122
Foreclosed properties . ...ttt ieninneenennns 117 153 147 337
661
Total nonperforming asSSetsS .. u it tn e e e enenenenennns S 1,135 S 1,043 S 853 $ 1,138
1,783
Nonperforming assets as a percentage of
Total @SSELS v ittt ittt it i i i i i e e e .43% .56% .46% .67
1.13%
Loans, leases and factored accounts receivable, net of
unearned income, and foreclosed properties ........... .79 .85 .73 1.10
1.92
</TABLE>
The loss of income associated with nonperforming loans on December 31 and
the cost of carrying foreclosed properties were:
<TABLE>
<CAPTION>
1997 1996 1995 1994 1993
<S> <C> <C> <C> <C> <C>
Income that would have been recorded in accordance
with original termS ...ttt i ittt et eeaeaeaenns $ 128 $ 103 $ 102 $ 96 $ 80
Less income actually recorded ......iuiieetiennnaeenns (49) (35) (27) (31) (34)
LOSS Of INCOME vt ittt it ettt et ettt et teeeae e S 79 S 68 $ 75 $ 65 $ 46
Cost of carrying foreclosed properties ..........o.... S 9 $ 8 $ 13 S 24 S 18
</TABLE>

On December 31, 1997, there were no material commitments to lend additional
funds with respect to nonperforming loans.

Internal loan workout units are devoted to the management and/or
collection of certain nonperforming assets as well as certain performing loans.
Management believes concerted collection strategies and a proactive approach to
managing overall credit risk have expedited the disposition, collection and
renegotiation of nonperforming and other lower-quality assets. As part of this
process, management routinely evaluates all reasonable alternatives, including
the sale of assets individually or in groups, and selects the optimal strategy.
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Loans Past Due 90 Days or More -- Table Fourteen presents total loans past
due 90 days or more and still accruing interest. On December 31, 1997, loans
past due 90 days or more and still accruing interest were $315 million, or .22
percent of net loans, leases and factored accounts receivable, compared to $245
million, or .20 percent, on December 31, 1996. The increase of $70 million was



the result of deterioration in consumer credit quality experienced on an
industry-wide basis and the Boatmen's acquisition.

Table Fourteen

Loans Past Due 90 Days or More and Still Accruing Interest
December 31

(Dollars in Millions)

<TABLE>

<CAPTION>

1997 1996
Amount Percent (1) Amount Percent (1)

<S> <C> <C> <C> <C>
CommerCial «.vuviiietnt it $ 34 .06% $ 38 .08%
Real estate commercial ............... 10 .14 13 .24
Real estate construction ............. 4 .11 5 .17

Total commercial .........coviuiinnenn 48 .07 56 .10
Residential mortgage ..........cvuoeo... 64 .23 45 .16
Credit card ...ttt 149 2.17 105 1.56
Other consumer ..........ciiiiiinnn. 46 .17 30 .15

Total CONSUMET ... iii it ennennnnn 259 .42 180 .33
Factored accounts receivable ......... 8 74 9 86

Total ittt i e e e $315 .22 $245 .20

</TABLE>

(1) Represents amounts past due 90 days or more and still accruing interest as
a percentage of net loans for each loan category and as a percentage of
net loans, leases and factored accounts receivable for total loans.

Concentrations of Credit Risk -- In an effort to minimize the adverse
impact of any single event or set of occurrences, the Corporation strives to
maintain a diverse credit portfolio as outlined in Tables Seventeen and
Eighteen. Table Fifteen presents the distribution of loans, leases and factored
accounts receivable by category.
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Table Fifteen

Distribution of Loans, Leases and Factored Accounts Receivable
December 31

(Dollars in Millions)

<TABLE>
<CAPTION>
1997 1996
Amount Percent Amount Percent

<S> <C> <C> <C> <C>
Domestic

Commercial .......oiiiiiiiinennnn $ 60,184 41.9% $ 50,270 41.0%
Real estate commercial .......... 7,221 5.0 5,445 4.4
Real estate construction ........ 3,805 2.6 2,863 2.3

Total commercial ........coo.o... 71,210 49.5 58,578 47.7
Residential mortgage ............ 27,761 19.3 27,963 22.8
Credit card ......ciiiiiiiinan. 6,866 4.8 6,747 5.5
Other consumer ..........ccoeeu.. 27,121 18.8 20,595 16.8

Total consumer ..........oceeeen. 61,748 42.9 55,305 45.1
Lease financing ...........cc0... 5,064 3.5 4,198 3.4
Factored accounts

receivable ......i ittt 1,074 .8 1,047 .9

139,096 96.7 119,128 97.1

Foreign

Commercial and industrial

CompPanies ....iiiiiiiitiiennnnns 3,070 2.2 2,229 1.8

Banks and other financial



o
S

institutions .......... ... 773 .5 599 .5
Governments and official
institutions .......... ... -= - -= -
Lease financing .......... ..., 853 674
4,696 3.3 3,502 2.9
Total loans, leases and
factored accounts receivable,
net of unearned income .......... $143,792 100.0% $122,630 100.0%
<CAPTION>
1995 1994 1993
Amount Percent Amount Percent Amount Percent
<S> <C> <C> <C> <C> <C>
Domestic
Commercial .......ciiiiiiiiiennnn $ 47,989 41.0% S 44,665 43.1% $40,808 44.3
Real estate commercial .......... 6,183 5.3 7,349 7.1 8,239 9.0
Real estate construction ........ 2,976 2.5 2,981 2.9 3,256 3.5
Total commercial ............... 57,148 48.8 54,995 53.1 52,303 56.8
Residential mortgage ............ 24,026 20.6 17,244 16.7 12,689 13.8
Credit card ......ciiiiiiiinan. 6,532 5.6 4,753 4.6 3,728 4.1
Other consumer .........oeueeeeenen. 22,287 19.0 20,511 19.9 19,326 21.0
Total CONSUMET ...t nnnnnenns 52,845 45.2 42,508 41.2 35,743 38.9
Lease financing ............. ... 3,264 2.8 2,440 2.4 1,729 1.9
Factored accounts
receivable ........ i 991 .8 1,004 1.0 1,001 1.1
114,248 97.6 100,947 97.7 90,776 98.7
Foreign
Commercial and industrial
COmMPAanies ....iiiiiineeieeennnns 1,635 1.4 1,183 1.1 510 .5
Banks and other financial
institutions ........ 0 i 609 .5 795 .8 446 .5
Governments and official
institutions ......... i 7 -= 6 -= 22 -
Lease financing ................. 534 .5 440 253
2,785 2.4 2,424 2.3 1,231 1.3
Total loans, leases and
factored accounts receivable,
net of unearned income .......... $117,033 100.0% $103,371 100.0% $92,007 100.0
</TABLE>
The following section discusses credit risk in the loan portfolio,
including net charge-offs by loan categories as presented in Table Sixteen.
Table Sixteen
Net Charge-offs in Dollars and as a Percentage of Average Loans Outstanding
(Dollars in Millions)
<TABLE>
<CAPTION>
1997 1996 1995
1993
<S> <C> <C> <C> <C> <C> <C> <C>
<C>
CommerCial «ueveeie e et et $70 12 $ 84 17% 20 .04 $ 44
L11%
Real estate commercial and
construction ....... . i (3) n/m 28 .30 18 .17 16
.71
Total commercial ..........ocvuunn 67 .09 112 .19 38 .07 60
.24
Residential mortgage ............... 12 .04 10 .03 6 .03 5
.06
Credit card ....iiiiiiiii i 395 6.02 212 3.58 163 3.40 104

3.99

1994
<C>
.11
.15
L11
.03
2.76



Other consumer ..............ccicin.. 298 1.12 244 1.09 191 .87 125 .63
.65

Total CONSUMET . ..vivinuennennnnn 705 1.09 466 .82 360 .76 234 .60
.88

FOreign ...ttt it i ieeaens -- -- -= -- -- -= -= --
n/m
Lease financing ...........ociiein.. 14 .24 3 .08 1 .03 1 .04
.18
Factored accounts receivable ....... 12 1.00 17 1.45 22 1.91 21 1.68
2.14

Total net charge-offs ............ $798 .54 $598 .48 $421 .38 $316 .33
.51

Selected managed net charge-offs
and ratios (1):

Managed credit cards ............... $591 6.49% $370 4.54% $242 3.95% $183 3.59
4.00%

Managed other consumer loans ....... 332 1.14 264 1.07 191 .87 125 .63
.65

</TABLE>

n/m = not meaningful
(1) Includes both on-balance sheet and securitized loans.

Net charge-offs for each loan type are calculated as a percentage of
average outstanding or managed loans for each loan category. Total net
charge-offs are calculated based on total average outstanding loans, leases
and factored accounts receivable.
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Real Estate -- Total nonresidential real estate commercial and
construction loans, the portion of such loans which are nonperforming,
foreclosed properties and other credit exposures are presented in Table
Seventeen. The exposures presented represent credit extensions for real
estate-related purposes to borrowers or counterparties who are primarily in the
real estate development or investment business and for which the ultimate
repayment of the credit is dependent on the sale, lease, rental or refinancing
of the real estate.

Total nonresidential real estate commercial and construction loans totaled
$11.0 billion, or 8 percent of net loans, leases and factored accounts
receivable, on December 31, 1997 compared to $8.3 billion, or 7 percent, at the
end of 1996 with the increase due to the acquisition of Boatmen's. Excluding
the Boatmen's acquisition, real estate commercial and construction loans
decreased as a result of the Corporation's efforts to lower its exposure to
this line of business. Real estate loans past due 90 days or more and still
accruing interest were $14 million, or .13 percent of total real estate loans,
on December 31, 1997 compared to $18 million, or .22 percent, on December 31,
1996.

The exposures included in Table Seventeen do not include credit extensions
which were made on the general creditworthiness of the borrower for which real
estate was obtained as security and for which the ultimate repayment of the
credit is not dependent on the sale, lease, rental or refinancing of the real
estate. Accordingly, the exposures presented do not include commercial loans
secured by owner-occupied real estate, except where the borrower is a real
estate developer. In addition to the amounts presented in the tables, on
December 31, 1997, the Corporation had approximately $9.4 billion of commercial
loans which were not real estate dependent but for which the Corporation had
obtained real estate as secondary repayment security.
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Table Seventeen

Real Estate Commercial and Construction Loans, Foreclosed Properties and Other
Real Estate Credit Exposures

December 31, 1997

(Dollars in Millions)

<TABLE>
<CAPTION>
Loans (1) Other
————————————————————————————— Foreclosed Credit
Outstanding Nonperforming Properties Exposures



<S>

By Geographic Region (3):
Missouri, Kansas, Illinois,
Florida and Georgia
Texas, Oklahoma and New Mexico

Maryland, District of Columbia and Virginia

North Carolina and South Carolina
Other states

By Property Type:
Apartments
Office buildings
Residential
Shopping centers/retail
Hotels
Industrial/warehouse
Land and land development
Resorts/golf courses
Commercial-other
Unsecured
Multiple use
Other

</TABLE>

(1) On December 31, 1997,

<C> <C> <C> <C>
..... $ 2,364 $ 38 $ 6 $ 156
............. 2,260 38 19 464
............. 1,500 21 5 353
....... 1,249 22 14 366
............. 1,209 26 6 164
............. 2,444 30 7 624
$11,026 $175 $57 $2,127
............. $ 1,742 $ 7 $—- $ 835
.............. 1,720 15 7 121
.............. 1,565 24 4 75
.............. 1,430 44 3 461
.............. 935 14 1 117
.............. 832 14 1 22
.............. 713 19 31 95
.............. 412 - - 3
.............. 343 10 4 141
.............. 232 2 - 41
.............. 111 4 1 2
.............. 991 22 5 214
$11,026 $175 $57 $2,127

the Corporation had unfunded binding real estate

commercial and construction loan commitments.

(2)

(3)

Other credit exposures include letters of

Distribution based on geographic location

credit and loans held for sale.

of collateral.

Other Industries -- Table Eighteen presents selected industry credit

exposures, commercial loans,

factored accounts receivable and lease financings.

Commercial loan outstandings totaled $60.2 billion and $50.3 billion on

December 31,
loans,

1997 and 1996,

respectively,
leases and factored accounts receivable,
due largely to the addition of Boatmen's and core loan growth,

or 42 percent and 41 percent of net
respectively. This increase,
was partially

offset by the impact of the $4.2-billion commercial loan securitization in the

third quarter of 1997.
1997 of $70 million, or
$84 million, or

$40-million charge-off of one large retail credit,
.05 percent of average commercial loans,
Commercial loans past due 90 days or more and still accruing interest
.06 percent of commercial loans,
.08 percent,
or
compared to $342 million,

charge-offs were $30 million,
1997.
were $34 million, or
compared to $38 million, or
commercial loans were $293 million,
December 31, 1997,
1996.

or

Table Eighteen

.17 percent of average commercial loans,

The Corporation had commercial loan net charge-offs in
.12 percent of average commercial loans,

compared to

in 1996. Excluding a
commercial loan net

in

on December 31, 1997
on December 31, 1996. Nonperforming
.49 percent of commercial loans, on
or .68 percent, on December 31,
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Selected Industry Loans, Leases and Factored Accounts Receivable, Net of

Unearned Income

December 31, 1997

(Dollars in Millions)

<TABLE>

<CAPTION>

Outstanding

<S> <C>
Health care .....iiiiiiiii it iinnnnnnn $4,222
Food, including agribusiness ......... 3,657
Machinery and equipment, excluding defense 3,180
Automotive, excluding trucking ....... 3,154
01l and gas e ittt et 3,086
Leisure and SPOTtS vt iinenaeenns 3,059
Media v vii ittt e e et 2,976
Textiles and apparel, excluding retail 2,930
Retadll ittt it it et ettt e 2,539
Telecommunications ........oueuiieeeeennn 2,185

</TABLE>

Consumer -- On December 31, 1997 and 1996, total consumer loan

outstandings totaled $61.7 billion and $55.3 billion,

representing 43 percent of net loans,

respectively,
leases and factored accounts receivable



on December 31, 1997.
and core loan growth,

This increase,

securitizations of $8.1 billion and $500 million,

due mainly to the addition of Boatmen's
was net of mortgage and other consumer loan

respectively, during 1997.

Credit card net charge-offs during 1997 caused most of the increase in total
consumer net charge-offs and were due mainly to deterioration in consumer

credit quality experienced on an industry-wide basis.

A secondary factor

causing the higher levels of net charge-offs during 1997 was an increase in

other consumer net charge-offs,
acquisition.
in the financial statements,

primarily the result of the Boatmen's
In addition to the credit card and other consumer loans reported
the Corporation manages credit card and consumer

receivables which have been securitized and is continuing its efforts to shift
the loan portfolio mix to a higher consumer concentration.

Average credit card
(excluding private label
compared to $8.1 billion
$2.6 billion during 1997

credit cards)
in 1996.

Average managed other consumer loans,
consumer loans and home equity lines,
consumer finance securitizations,
billion in 1996.

1997 were due primarily to the acquisition of Boatmen's.

receivables managed by the Card Services group
increased to $9.1 billion in 1997
Average securitized credit card loans totaled
compared to $2.2 billion during 1996.

which includes direct and indirect
as well as indirect auto loan and

were $29.2 billion in 1997,
Both the increase in loans and higher net charge-offs during

compared to $24.6

Total consumer loans past due 90 days or more and still accruing interest

were $259 million, or
compared to $180 million, or .33 percent,
nonperforming loans were $517 million, or
on December 31,
1996.

1997 compared to $350 million,
The increases in these categories were due to the previously mentioned

.42 percent of total consumer loans,
at the end of 1996.
.84 percent of total consumer loans,
on December 31,

or

.63 percent,

on December 31,
Total consumer

1997

deterioration in consumer credit quality experienced on an industry-wide basis

and the acquisition of Boatmen's.

Foreign -- Foreign outstandings include loans and leases,
acceptances and other investments.
$8.1

deposits with foreign banks, bankers'

Corporation's foreign commercial outstandings totaled $17.0 billion,

billion and $3.8 billion on December 31,

with countries in Asia (primarily Japan),
billion with Canada on December 31, 1997.

1995.
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1997,

1996 and 1995,
Corporation had foreign outstandings of $2.3 billion with Germany,
$3.3 billion with France and $3.8

There were no foreign outstandings to
any country greater than 1 percent of total assets on December 31,

(THIS PAGE INTENTIONALLY LEFT BLANK)
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Table Nineteen
Selected Quarterly Operating Results

(Dollars in Millions Except Per-Share Information)

<TABLE>
<CAPTION>

<S>

Interest income

Interest expense
Net interest income
Net interest income
Provision for credit losses
Gains (losses) on sales of securities
Noninterest income
Foreclosed properties expense
Merger-related charge
Other noninterest expense

Income before income taxes
Income tax expense
Net income
Net income (excluding merger-related charge)
Earnings per common share
Earnings per common share
merger-related charge)
Diluted earnings per common share
Diluted earnings per common share
merger-related charge)
Dividends per common share
Yield on average earning assets
Rate on average interest-bearing liabilities

(taxable-equivalent)

(income)

(excluding

(excluding

interest-bearing

The

respectively. The
$2.4 billion

1996 and
1997 Quarters
Fourth Third Second First
<C> <C> <C>
4,288 $ 4,155 $ 4,109 $ 4,027
2,300 2,183 2,121 2,077
2,018 2,001 2,017 1,978
1,988 1,972 1,988 1,950
230 190 190 190
62 19 29 43
1,500 1,224 1,165 1,113
3 5 4 (2)
2,051 1,788 1,798 1,810
1,266 1,232 1,190 1,108
448 444 428 399
818 788 762 709
818 788 762 709
1.15 1.11 1.05 .97
1.15 1.11 1.05 .97
1.12 1.08 1.02 .94
1.12 1.08 1.02 .94
.38 .33 .33 .33
7.87% 7.93% 7.97% 7.85%
4.89 4.83 4.76 4.68



Net interest spread . ... ..ttt tnteneeenenneenns 2.98 3.10 3.21 3.17

Net interest yield ...ttt ittt tienaeeens 3.68 3.80 3.89 3.83
Average total asSSetsS ittt it e e et S 253,342 S 241,867 $240,508 $242,206
Average total deposSits .ttt ittt e e e 132,394 132,651 134,661 134,976
Average total shareholders' equity ............ oo, 20,366 19,678 20,057 20,654
Return On average asSSelS ittt nneeeeesennneeesenns 1.28% 1.29% 1.27% 1.19%
Return on average assets (excluding merger-related
[0 0= Bl 1 1.28 1.29 1.27 1.19
Return on average common shareholders'
ST 6 B 15.93 15.91 15.25 13.96
Return on average common shareholders'
equity (excluding merger-related charge) (1) .......... 15.93 15.91 15.25 13.96
Cash basis financial data (2)
Earnings per COommon Share . .....iuieieneeneeeeenneenenns S 1.31 S 1.27 $ 1.21 $ 1.10
Earnings per common share (excluding
merger-related charge) . .....i ittt iiiinneetennnnnns 1.31 1.27 1.21 1.10
Diluted earnings per common share ............cciueeuen.. 1.28 1.23 1.17 1.07
Diluted earnings per common share (excluding
merger-related charge) ........i.iiiiiiiiiiiiiiinen. 1.28 1.23 1.17 1.07
Return on average tangible assets ......iiiiiiiinneenn. 1.52% 1.53% 1.51% 1.40%
Return on average tangible assets (excluding
merger-related charge) . ...ttt ennns 1.52 1.53 1.51 1.40
Return on average tangible common shareholders'
[ 6 ) 33.86 31.96 30.59 26.38
Return on average tangible common shareholders'
equity (excluding merger-related charge) (1) ......... 33.86 31.96 30.59 26.38
Market price per share of common stock
High for the period .....uieiiiiiiie ittt iieinnennnn $ 66 3/8 $71 11/16 $ 70 $ 65
Low fOor the Period ... ie it et ine et eeineineeneenns 55 56 5/8 54 48
CloSING PriCe v uv ittt ittt ittt ettt ettt eeieean 60 13/16 61 7/8 64 9/16 55 1/2
Tier 1 capital ratio ...ttt ittt it ittt i e 6.50% 7.00% 6.83% 7.06%
Total capital ratio ...ttt ittt ettt it 10.89 11.56 11.32 11.58
<CAPTION>

1996 Quarters

Fourth Third Second First
<S> <C> <C> <C> <C>
INteresSt IMCOME ittt ettt ettt ettt ettt eeeaeeeeeennanenn $ 3,358 $ 3,423 $ 3,442 S 3,573
INTEreSt EXPEINSE v vttt ittt ettt et ettt eteeaseneeneenas 1,768 1,828 1,855 2,016
Net interest income (taxable-equivalent) ............... 1,612 1,616 1,611 1,584
Net interest 1ncCome . ...ttt ittt te et eeeeenneenns 1,590 1,595 1,587 1,557
Provision for credit 1oSSes ...ttt 150 145 155 155
Gains (losses) on sales of securitie€S .......eeeunnenenenn. 33 26 (6) 14
Noninterest 1ncome ..... ittt ittt inneenns 958 886 917 885
Foreclosed properties expense (income) ................. 7 6 7 -=
Merger-related Charge .. ...ttt ittt eneettenenaeenns - - -= 118
Other noninterest eXPense . ......i.iiiiiietieeneennennnnn 1,466 1,400 1,405 1,394
Income before income LaXeS ...ttt iiiineiineeneenns 958 956 931 789
INCOME taAX EXPENSE « vttt vt ettt aeeeeeeesatenaseneeneens 326 331 326 276
Net INCOME ittt ittt ittt it ittt it e e 632 625 605 513
Net income (excluding merger-related charge) ........... 632 625 605 590
Earnings per common Share . ......iiiiiieetenenneeennenns 1.09 1.06 1.00 .85
Earnings per common share (excluding

merger-related charge) ...ttt ittt ennnns 1.09 1.06 1.00 .98
Diluted earnings per common share ............ccieeiuenn. 1.07 1.05 .99 .84
Diluted earnings per common share (excluding

merger-related charge) ........iiiiiiiiiitiinennennnnn 1.07 1.05 .99 .96
Dividends per common Share ........ieueiiiennneeeenennnes .33 .29 .29 .29
Yield on average earning assets .........ciiiiiiiiiinaan. 7.86% 7.87% 7.80% 7.80%
Rate on average interest-bearing liabilities ........... 4.77 4.84 4.83 4.97
Net interest spread . ...ttt nteneennenneenns 3.09 3.03 2.97 2.83
Net interest yield ...ttt ittt 3.75 3.69 3.62 3.43
Average total aSSetsS v i ittt it e e e $194,321 $197,923 $202,796 $ 208,617
Average total deposSits .ttt ittt e e e 105,765 107,715 109,988 106,906
Average total shareholders' equity ............ciiin.. 13,224 13,133 13,552 13,144
Return On average asSSelS ittt nneeeeeeennnaeeeenns 1.29% 1.26% 1.20% .99%
Return on average assets (excluding merger-related

[0 0= Bl 1 1.29 1.26 1.20 1.14
Return on average common shareholders'

ST 6 B 19.06 19.00 18.00 15.71
Return on average common shareholders'

equity (excluding merger-related charge) (1) .......... 19.06 19.00 18.00 18.07
Cash basis financial data (2)

Earnings per COmmoONn SNATe . ...t enenenenenenenens S 1.16 S 1.12 $ 1.05 S .89

Earnings per common share (excluding

merger-related charge) ......i ittt iininneetennnnnns 1.16 1.12 1.05 1.02
Diluted earnings per common share ............cciueeuin.. 1.14 1.11 1.04 .88
Diluted earnings per common share (excluding

merger-related charge) ...... ... 1.14 1.11 1.04 1.00
Return on average tangible assets ......iiiiiiiinnenn. 1.38% 1.34% 1.28% 1.05%

Return on average tangible assets (excluding



merger-related charge)

Return on average tangible common shareholders'

equity (1)

23.81

Return on average tangible common shareholders'

equity (excluding merger-related charge)

Market price per share of common stock
High for the period
Low for the period
Closing price

Tier 1 capital ratio

Total capital ratio

</TABLE>

(1) Average common shareholders'

(1) 23.81

$ 52 5/8
43 1/8

$47
38
43

1.34
23.56
23.56

1/16
3/16
7/16
7.05%
12.05

equity does not include the effect of market

value adjustments to securities available for sale and marketable equity

securities.

(2)
amortization expense.
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Table Twenty
Quarterly Taxable-Equivalent Data

(Dollars in Millions)

<TABLE>
<CAPTION>

Quarter 1997

Income

or Yields/
Expense Rates
<S>

<C>

Earning assets
Loans and leases,
Commercial
8.34%
Real estate commercial
8.82
Real estate construction
8.81

net of unearned income

Total commercial
8.42

7.84

Credit card ...t ittt
12.10

Other consumer ..........ciiiiiiiiiiinnnn
9.60

Total consumer
9.00

Foreign
6.89

Lease financing
7.68

Total loans and leases,
8.61

Securities

Held for investment
6.23

Available for sale
6.92

(2)

Cash basis calculations exclude intangible assets and the related

1.28
22.00
22.00

$42 5/16

37 3/8

41 5/16
7.58%
11.93

Fourth Quarter 1997

1.20
19.14
21.85

$40 11/16
32 3/16
40 1/16

7.35%
11.71

Average
Balance

Sheet

Amounts

Income

or

Expense

Yields/

Rates

Average
Balance

Sheet

Amounts

27,419
6,541

26,929

$1,216
168

85

$ 59,826
7,747

3,731

32,318
6,841

26,482

$1,258
172

83

22

427



Total SECUTIEIES vttt ittt ettt ettt ettt eeeeeeeeeneeeeeeeeenns 40,290
6.88

Loans held for Sale ittt ittt ittt et teieeeeeeenneeeeeeeennnn 1,762

7.40
Federal funds sold and securities purchased under
agreements TO resell ...ttt ittt ittt e 12,610
5.47
Time deposits placed and other short-term investments .......... 2,175
5.93
Trading account securities (3) ...ttt ittt tininneenennns 21,715
6.21
Total earning assets (4) .ttt ittt ettt ittt tetnenaennn 218,289
7.93
Cash and cash equivalents ... ...ttt ittt ittt eineaanans 8,793
Factored accounts receivable . ... ..ottt ittt neeeeeeneeennn 1,227
Other assets, less allowance for credit 10SSES . vvveweeeennnnnnn 25,033
B R o= == i $253,342

Interest-bearing liabilities

=TT o Yo = $ 9,479
1.98
NOW and money market deposit accounts .........ciiiiiiiiiiinee.. 39,922
2.55
Consumer CDS AGNd TRAS 4ttt it ittt eeeeeeenneeeeeeeeeaneeeeeeeeeenns 36,930
5.21
Negotiated CDs, public funds and other time deposits ........... 2,701
5.54
Foreign time deposits ittt ittt ittt ittt 10,622
5.43
Federal funds purchased, securities sold under agreements to
repurchase and other short-term borrowings .................... 47,433
5.62
Trading account liabilities (3) ..ttt ittt it 11,522
6.30
Long-term debt (5) vttt ittt ittt e e e e e et e 28,392
6.60
Total interest-bearing liabilities (6) .....iiiiiiiiinennn... 187,001
4.83

Noninterest-bearing sources

Noninterest-bearing deposits ...ttt ittt iiiiiaees 32,740
[ ) o8 0TS s 1= o 0 e e 13,235
Shareholders' equUity ittt ittt ittt ittt teeanneens 20,366

Total liabilities and shareholders' equity .......cviiieevnnn $253,342

Net interest spread ...ttt ittt ittt ettt enenaeeeeeenanens
3.10
Impact of noninterest-bearing SOUILCES ...ttt ittt ttennneeeennn
.70

Net interest income/yield on earning assetsS ....ieieeneenenenennns
3.80%

</TABLE>

(1) Nonperforming loans are included in the respective average loan balances.

Income on such nonperforming loans is recognized on a cash basis.

(2) The average balance sheet amounts and yields on securities available for
sale are based on the average of historical amortized cost balances.

(3) The fair values of derivatives-dealer positions are reported in other
assets and liabilities, respectively.

(4) Interest income includes taxable-equivalent adjustments of $30, $29, $29
and $28 in the fourth, third, second and first quarters of 1997,

respectively, and $22 in the fourth quarter of 1996. Interest income also

includes the impact of risk management interest rate contracts, which
increased interest income on the underlying linked assets $26, $25, $34
and $48 in the fourth, third, second and first quarters of 1997,
respectively, and $31 in the fourth quarter of 1996.

(5) Long-term debt includes trust preferred securities.

686 6.79 26,049
31 7.08 1,253
168 5.29 11,468
38 6.93 1,755
350 6.41 22,617
4,318 7.87 209,678
8,552
1,199
22,438
$241,867
48 1.98 $ 9,754
258 2.58 40,665
488 5.24 37,549
39 5.63 3,114
150 5.60 9,668
659 5.51 40,304
190 6.54 10,231
468 6.59 28,416
2,300 4.89 179,701
31,901
10,587
19,678
$241,867

2.98

.70

$2,018 3.68%

449

24

26

352

4,184

49

262

$2,001



(6) Interest expense includes the impact of risk management interest rate
contracts, which decreased interest expense on the underlying linked
liabilities $11, $8, $11 and $10 in the fourth, third, second and first
quarters of 1997, respectively, and $1 in the fourth quarter of 1996.
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<TABLE>
<CAPTION>
Second Quarter 1997 First Quarter 1997 Fourth Quarter 1996
Average Average Average
Balance Income Balance Income Balance Income
Sheet or Yields/ Sheet or Yields/ Sheet or Yields/
Amounts Expense Rates Amounts Expense Rates Amounts Expense Rates
<S> <C> <C> <C> <C> <C> <C> <C> <C>
$ 60,133 $1,265 8.43% $ 59,542 $1,229 8.38% $ 49,987 $1,044 8.30%
8,446 191 9.09 8,646 190 8.90 5,388 122 9.00
3,765 88 9.43 3,778 84 8.98 3,084 67 8.74
72,344 1,544 8.56 71,966 1,503 8.47 58,459 1,233 8.39
33,848 658 7.79 32,072 621 7.78 28,174 548 7.77
7,102 211 11.93 7,170 205 11.60 6,363 185 11.58
26,154 628 9.61 26,872 632 9.54 20,581 503 9.69
67,104 1,497 8.94 66,114 1,458 8.91 55,118 1,236 8.93
3,119 56 7.29 3,283 56 6.86 2,701 47 6.89
5,546 107 7.69 5,316 103 7.79 4,614 87 7.66
148,113 3,204 8.67 146,679 3,120 8.61 120,892 2,603 8.57
1,647 24 5.94 1,920 29 6.05 2,585 36 5.55
20,851 361 6.93 20,740 356 6.89 11,540 205 7.10
22,498 385 6.86 22,660 385 6.82 14,125 241 6.82
819 16 7.91 1,062 17 6.49 802 15 7.31
11,478 169 5.91 13,370 188 5.70 12,291 162 5.24
2,303 31 5.36 2,228 28 5.11 1,991 25 4.86
22,793 333 5.84 22,848 317 5.60 21,148 334 6.32
208,004 4,138 7.97 208,847 4,055 7.85 171,249 3,380 7.86
8,637 9,178 7,720
1,188 1,078 1,256
22,679 23,103 14,096
$240,508 $242,206 $194,321
$ 10,096 50 2.00 $ 10,220 53 2.10 $ 8,607 46 2.12
41,792 272 2.60 42,138 273 2.64 30,634 191 2.47
38,481 501 5.22 39,458 507 5.21 30,870 405 5.22
3,459 47 5.47 3,555 47 5.31 2,544 35 5.53
9,523 125 5.30 9,278 118 5.14 9,139 117 5.10
38,793 524 5.42 39,828 509 5.18 33,928 455 5.34
9,376 160 6.85 9,949 165 6.73 9,314 152 6.48
27,260 442 6.49 25,244 405 6.50 22,702 367 6.53
178,780 2,121 4.76 179,670 2,077 4.68 147,738 1,768 4.77
31,310 30,327 23,971
10,361 11,555 9,388
20,057 20,654 13,224
$242,206 $194,321
3.21 3.17 3.09
68 .66 66
$2,017 3.89% $1,978 3.83% $1,612 3.75%

</TABLE>
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1996 Compared to 1995

The following discussion and analysis provides a comparison of the
Corporation's results of operations for the years ended December 31, 1996 and
1995. This discussion should be read in conjunction with the consolidated
financial statements and related notes on pages 45 through 79.

Overview

The Corporation's continued earnings momentum was demonstrated through a
26-percent increase in operating net income to $2.45 billion in 1996 compared
to $1.95 billion in 1995. Operating earnings per common share for 1996
increased 16 percent to $4.13 from $3.56 in 1995. Including a merger-related
charge of $118 million ($77 million, net of tax), net income increased 22
percent to $2.38 billion while earnings per common share rose 12 percent to
$4.00 and diluted earnings per common share increased 11 percent to $3.92,
respectively.

Business Unit Operations

The General Bank's 1996 earnings increased 35 percent to $1.6 billion.
Return on average equity increased approximately 300 basis points to 22 percent
in 1996. Revenue growth and expense control led to a 520-basis point
improvement in the efficiency ratio in 1996 to 58.6 percent.

Global Finance's earnings rose to $635 million in 1996. Return on average
equity remained constant at 16 percent in 1996. The efficiency ratio improved
slightly to 53.5 percent.

Financial Services' earnings rose 29 percent to $166 million in 1996.
Return on average equity remained constant at 14 percent in 1996. The
efficiency ratio was 45.1 percent in 1996 compared to 42.1 percent in 1995 due
primarily to office consolidation costs in 1996.

Net Interest Income

Taxable-equivalent net interest income increased 16 percent to $6.4
billion in 1996 compared to $5.6 billion in 1995 due to acquisitions of several
banking operations, higher spreads in the securities portfolio, core loan
growth and increased noninterest-bearing deposits, partially offset by the
impact of securitizations and a shift in funding to long-term debt.

The net interest yield increased 29 basis points to 3.62 percent in 1996
compared to 3.33 percent in 1995 due to the sale of low-yielding securities and
the reinvestment of proceeds into higher-spread products.

Provision for Credit Losses

The provision for credit losses covered net charge-offs and was $605
million in 1996 compared to $382 million in the prior year, reflecting the
continuation of a return to more normalized levels of credit losses following
periods of unusually low credit losses. Net charge-offs increased $177 million
to $598 million in 1996 over 1995 due primarily to increases in commercial,
other consumer and credit card net charge-offs.

The allowance for credit losses was $2.3 billion, or 1.89 percent of net
loans, leases and factored accounts receivable, on December 31, 1996 compared
to $2.2 billion, or 1.85 percent, at the end of 1995. The allowance for credit
losses was 260 percent of nonperforming loans on December 31, 1996 compared to
306 percent on December 31, 1995.

Noninterest Income

Noninterest income increased 19 percent to $3.6 billion in 1996, driven
primarily by higher deposit account service charges, investment banking income
and mortgage servicing and other mortgage-related income.

Noninterest Expense

Noninterest expense increased 10 percent to $5.7 billion. Excluding the
impact of acquisitions, noninterest expense increased only 4 percent, the
result of increased expenditures in selected areas to support revenue growth
through enhancing customer sales and optimizing product and data delivery
channels. Higher marketing expenses associated with the 1996 Summer Olympics
also contributed to the increase in 1996 expenses.

Income Taxes
The Corporation's income tax expense for 1996 was $1.3 billion, for an

effective tax rate of 34.6 percent of pretax income. Income tax expense for
1995 was $1.0 billion, for an effective tax rate of 34.8 percent.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

See "Management's Discussion and Analysis of Financial Condition and
Results of Operations -- Market Risk Management" for Quantitative and
Qualitative Disclosures about Market Risk.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Report of Management

The management of NationsBank Corporation is responsible for the
preparation, integrity and objectivity of the consolidated financial statements
of the Corporation. The consolidated financial statements and notes have been
prepared by the Corporation in accordance with generally accepted accounting
principles and, in the judgment of management, present fairly the Corporation's
financial position and results of operations. The financial information
contained elsewhere in this report is consistent with that in the financial
statements. The financial statements and other financial information in this
report include amounts that are based on management's best estimates and
judgments and give due consideration to materiality.

The Corporation maintains a system of internal accounting controls to
provide reasonable assurance that assets are safe-guarded and that transactions
are executed in accordance with management's authorization and recorded
properly to permit the preparation of financial statements in accordance with
generally accepted accounting principles. Management recognizes that even a
highly effective internal control system has inherent risks, including the
possibility of human error and the circumvention or overriding of controls, and
that the effectiveness of an internal control system can change with
circumstances. However, management believes that the internal control system
provides reasonable assurance that errors or irregularities that could be
material to the financial statements are prevented or would be detected on a
timely basis and corrected through the normal course of business. As of
December 31, 1997, management believes that the internal controls are in place
and operating effectively.

The Internal Audit Division of the Corporation reviews, evaluates,
monitors and makes recommendations on both administrative and accounting
control, which acts as an integral, but independent, part of the system of
internal controls.

The independent accountants were engaged to perform an independent audit
of the consolidated financial statements. In determining the nature and extent
of their auditing procedures, they have evaluated the Corporation's accounting
policies and procedures and the effectiveness of the related internal control
system. An independent audit provides an objective review of management's
responsibility to report operating results and financial condition. Their
report appears on page 46.

The Board of Directors discharges its responsibility for the Corporation's
financial statements through its Audit Committee. The Audit Committee meets
periodically with the independent accountants, internal auditors and
management. Both the independent accountants and internal auditors have direct
access to the Audit Committee to discuss the scope and results of their work,
the adequacy of internal accounting controls and the quality of financial
reporting.

/s/ Hugh L. McColl Jr.
HUGH L. MCCOLL JR.
Chief Executive Officer

/s/ James H. Hance Jr.
JAMES H. HANCE JR.

Vice Chairman and

Chief Financial Officer
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Report Of Independent Accountants
To The Board Of Directors And Shareholders Of NationsBank Corporation
In our opinion, the accompanying consolidated balance sheet and the
related consolidated statements of income, of changes in shareholders' equity

and of cash flows present fairly, in all material respects, the financial
position of NationsBank Corporation and its subsidiaries at December 31, 1997



and 1996, and the results of their operations and their cash flows for each of
the three years in the period ended December 31, 1997, in conformity with
generally accepted accounting principles. These financial statements are the
responsibility of the Corporation's management; our responsibility is to
express an opinion on these financial statements based on our audits. We
conducted our audits of these statements in accordance with generally accepted
auditing standards which require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for the opinion expressed above.

PRICE WATERHOUSE LLP

[GRAPHIC OMITTED]

Charlotte, North Carolina
January 9, 1998
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NationsBank Corporation and Subsidiaries

Consolidated Statement of Income
(Dollars in Millions Except Per-Share Information)

<TABLE>
<CAPTION>
Year Ended December 31
1997 1996 1995
<S> <C> <C> <C>
Interest income
Interest and fees on 10aAns AnNd L1EaSES vttt ittt ttmnnneeeeeeeneeeeeeennaeeeenn $ 12,481 $ 10,440 $ 9,552
Interest and dividends ONn SECUrILIES v ittt ittt ittt e eeenneeaneennns 1,855 1,306 1,468
Federal funds sold and securities purchased under agreements to resell ..... 683 666 937
Trading acCoUNt SECUTILIES ittt it ittt ittt ettt et e e ettt 1,349 1,225 1,097
Other interest INCOmME ...ttt ittt ittt ittt ittt ittt ettt eeneens 211 159 166
Total interest INCOmME ...ttt ittt ittt ittt ettt eeeeeeeeeenneeeeeeee oawenn 16,579 13,796 13,220
Interest expense
LS T X< ol 3,955 3,322 3,281
Borrowed fUNAS ..ttt ittt ittt i ettt ettt e ettt e e e e 2,264 2,155 2,710
Trading account liabilities ...ttt ittt ettt ettt ettt 678 653 896
Long—term debt ittt i e e e e e et et e e e e e 1,784 1,337 886
Total INterest EXPENSE ittt ittt it ittt ittt ittt enaeeeeeenaeeeeeenneesssnnnas 8,681 7,467 7,773
Net Interest INCOME . ittt ittt et i ettt et teeeeeeeeeeeneeeeeeeeeanneeneenes 7,898 6,329 5,447
Provision for Credit L1oSSeS .ttt ittt ittt ettt ettt ettt 800 605 382
Net Credit InCOmME & i ittt ittt ittt e ettt e e e ea et teeeeneeeeeeeneeeeeenneenenennns 7,098 5,724 5,065
Gains on sales O0f SECULLILIES ittt ittt ittt ittt tit ettt 153 67 29
Noninterest income
Service charges on deposit ACCOUNLS ittt ittt ittt ittt teenneeeeseennaesennn 1,546 1,121 884
Mortgage servicing and other mortgage-related income ...........ciiiiienenna.. 287 213 138
Investment banking InCoOmME ...ttt ittt ittt ittt et teenneeeeseennassenns 627 356 192
Trading account profits and fees . ...ttt ittt ettt e e 265 274 306
BroKerage IMCOmME ittt ittt ittt ettt ettt et e et e e et e e 234 110 114
Other nondeposit-related service fees ... ..ttt ittt it 310 262 224
Asset management and fiduciary service fees ...ttt il i it i i e 648 432 444
Credit card InCOmME ..ttt ittt et e et ettt ettt e et e e 371 314 277
[0 58 L a1 o V) 1 714 564 499
Total Noninterest 1NCOME .. it ittt ittt ittt ettt ettt eeeeneeeeeeeeeanneens 5,002 3,646 3,078
Foreclosed pPropertiesS EXPENSE ittt ittt ittt ittt eeenneeseseeneeseseennassenns 10 20 18
Merger-related Charge ... ...ttt it et ettt et ettt et e -= 118 -=
Other noninterest expense
2T =T @ 'a B'a L I 3,643 2,731 2,491
OCCUPANCY, N vttt ittt ettt ettt e e ettt e eeaeesoeenaeeseeenaeesesenneesssnnnas 634 523 495
e L6 B <3 10T o 604 451 397
L i 1 o L 300 252 217

Professional feES ..ttt ittt e e e ettt et e e 312 256 182



Amortization of Intangibles ... ..ttt e e e e et e e 441 128 119
Data PrOCESSING vttt ittt ittt ettt ettt ettt et e e 283 237 229
TeleCommMUNICATIONS vt ittt ittt et ettt e et et ettt e e et e 229 172 150
Other general Operating .. ittt ittt ittt ettt enaeeteeenaeesesenneeseennnas 758 728 719
General administrative and MiscellanEouUsS . ... iiii ittt netneeenenneeneenns 243 187 164
Total other NoNinterest EXPENSE . ..ttt ittt ittt ettt eteeteaeenee couenn 7,447 5,665 5,163
Income before 1NCOME LaAXKES t i it ittt eeeneeeeeeeeaeeeeeeeneeeeeeeneeeneennns 4,796 3,634 2,991
INCOME LAX EXPEINSE 4t vttt oot s o e s oo asaoenenasssensenasssesenasssssssnessssnnnas 1,719 1,259 1,041
LS S 1o oo ) 11T S 3,077 S 2,375 $ 1,950
Net income available to common shareholdersS .. .uiii it ittt eeeeenneeeeeennns S 3,066 S 2,360 S 1,942
Per-share information (1)
Earnings per COMMON SNATE . .ttt i ittt it e e et e e et ae e aeaeaeaeaeaeaeaeaeaenns $ 4.27 S 4.00 S 3.56
Diluted earnings pPer COMMON SHATE ...ttt ittt e e et e e eeeeeeeeeaeaennns $ 4.17 S 3.92 S 3.52
Dividends per COMMON ShaATe . ...ttt et te et te e eeeeeeeeeaeeeaeaeaeaennns $ 1.37 S 1.20 S 1.04
Average common shares issued (in thousands) (1) ...ttt innienennenn. 717,450 590,216 544,959
(1) Shares and per-share data reflect a 2-for-1 stock split on February 27, 1997.
</TABLE>
See accompanying notes to consolidated financial statements.
47
NationsBank Corporation and Subsidiaries
Consolidated Balance Sheet
(Dollars in Millions)
<TABLE>
<CAPTION>
December 31
1997 1996
<S> <C> <C>
Assets
Cash and Cash EgUIVALENES vttt ittt ittt ettt ettt ettt ettt ettt ettt ettt ettt eenenn $ 10,586 $ 8,933
Time deposits placed and other short-term investments ............iiiiiiiiiininnennnnnns 2,395 1,843
Securities
Held for investment, at cost (market value -- $1,161 and $2,110) . ittt nneennennnnn 1,156 2,110
AvVAaillable fOr SAle ittt ittt ittt it ettt ettt e ettt e e ettt e e et e e 46,047 12,277
TOtal SECUTIE IO S vt ittt ittt it ittt ettt e et ettt eneeeeeeeeeeeeeeeeeeeeeoeneeeeeeeeennnnn 47,203 14,387
Loans held fOr SAle ittt ittt it ittt ettt e ettt et eeeeeeeeeeeaneeeeeeeeeeeeeeeeeeeenneeeens 2,911 1,215
Federal funds sold and securities purchased under agreements to resell .................. 10,022 6,959
Trading aCCOUNE @S SEE S 1ttt ittt ittt ettt ettt eee et et eaaeeeeeenaeeeeeenneeseeneneessenens 23,678 18,689
Loans and leases, net of unearned 1NCOME ...ttt ti ittt teeeneeeeeeeeneeeeeenneeeeeenns 142,718 121,583
Factored acCoUNnts reCeivable ..ttt ittt it ettt i ettt et aseeeeeeeeeeeeeeeeeeeenneeeens 1,074 1,047
AlloWancCe fOr CreAil 10S S S ittt ittt ettt tee e e e eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennnnn (2,782) (2,315)
Loans, leases and factored accounts receivable, net of unearned income
and allowance for Credit 1OSSES ittt ittt ittt eeeeeeeeeeeeeeneeeeeeeeeenneeeeeeeenennnn 141,010 120,315
Premises and equipment, Net ..ttt ittt ittt ettt teeeaeeesseeenaesoeeennesesennness 3,225 2,712
Customers' acceptance 1iability ..ttt ittt ittt et ettt ettt e e 1,154 858
Interest reCeivabl e ittt ittt i i ettt ettt eee et e eeeeeeeeeeeeeaeeeeeeeeeenneeeeeeenns 1,721 1,159
Mortgage servicing rights ..ttt ittt i ettt et e et e e e e 1,282 946
(€0 40 8,625 1,640
Core deposit and other Intangibles ...ttt ittt ittt ittt ittt tteeteeeeneeeeeeneneessennns 755 390
(@) o8 o TSN == = N = 9,995 5,748
$264,562 $185,794
Liabilities
Deposits
NONINEEre St —EaTrINg « it ittt ittt e ittt et e et e e e e e e e e et $ 34,674 $ 25,738
[T o = 9,385 8,498
NOW and money market deposSit aCCOUNES ittt ittt ittt ettt ettt et et et teeeeeenanenans 40,611 31,128



T 39,131

e et e o i 11 14,393
B0 o= B & £ oY = I = S 138,194
Federal funds purchased and securities sold under agreements to repurchase .............. 43,882
Trading account 1iabilities ...ttt ittt i ettt e ettt et et e e e 15,207
COMME L C LAl DA O v ettt ettt e e e et et e e e e e e e o e s anassseeenasseesensaseseeesneseesnsenasssenens 2,796
Other short-term DOrrOWIiNgS ...ttt it ittt ettt et ettt ettt et et et ettt eeeeeeeanennns 4,126
Liability to factoring Clients ittt ittt ettt eaaeeeeeenneeeeenenaeesennns 591
Acceptances OULSTANAING v vttt ittt ittt e et ettt et ettt et e e et et e et e 1,154
Accrued expenses and other liabilities ...ttt ittt ittt ittt tieenneeseeennnees 8,116
Trust preferred SeCULILIesS ...ttt ittt ittt ettt et ettt et e et et et eeeeeeeenanenn 1,955
e} ol B ot e (o LY o X 27,204
e T R e = o s 0 I e = 243,225

Contingent liabilities and other financial commitments (Notes Eight and Ten)

Shareholders' Equity

33,081
8,053

19,378
11,752
2,787
1,836
597
858
4,429
965
22,985

$185,794

Preferred stock: authorized -- 45,000,000 shares; issued -- 2,201,728 and 5,220,459 94

shares
Common stock: authorized -- 1,250,000,000 shares; issued -- 712,188,008 and 573,492,308 9,168

shares
Retained EarningsS ittt it ittt ettt et ettt e e ettt e e 11,754
Other, including loan to ESOP LrUSt ittt ittt ittt ittt ettt teeenneeeeesenaeeseeenanssens 321
Total shareholders' EqUILY v ittt ittt it ittt ittt a et eeeeneeeseeenaeeseeenanesenn 21,337
$264,562

</TABLE>

See accompanying notes to consolidated financial statements.
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NationsBank Corporation and Subsidiaries

Consolidated Statement of Cash Flows
(Dollars in Millions)

<TABLE>
<CAPTION>

Year E
31

<C>
Operating Activities
D LS T o V) 11T S $ 3,077
1,950

Reconciliation of net income to net cash provided by (used in) operating activities

Provision for Credif L1oSSeS .ttt ittt ittt ettt ettt et et et et e ettt 800
382

Galins ON SAleS Of SECUTIEIES 1ttt ittt ettt ettt ettt e et e e e eeeeeeeeeeeeeeeeeeeeeeennnnn (153)
(29)

Depreciation and premises improvements amortization ..........c...iiiiiiiiiiiieiiara.n 424
280

Amortization Of Intangibles ...ttt e et e e ettt e e 441
119

Deferred 1NCOME TAX EXPEIISE .ttt ittt it ittt et e aeeeeseeeeeeeeeeneeneeeeeneeeeseneeans 414
159

Net change in trading InsStrUmMENTS ...ttt ittt ettt ettt et e et eteeeeeaeennnn (1,252)
(5,175)

Net (increase) decrease 1n interest reCeivable ...ttt ittt tse et eeeneeenns (270)
(182)

Net increase (decrease) 1in interest payable ... ...ttt ittt ittt 88
208

Net (increase) decrease in loans held foOr SAle i ittt ettt ettt eeeeeeeeeeeeneeenns (1,696
(1,345)

Other operating activities ...ttt ettt et et e et et et e e (1,607)
(1,300)

Net cash provided by (used in) operating activities ..........iiiiiiiiiiiiiiiinnnnnn. 266
(4,933)

nded December

$ 2,375

346
(3,280)
518

(545)

$



Investing Activities

Proceeds from maturities of securities held for investment ...........iiiiiiiinennnn. 987 2,329
5,547
Purchases of securities held for InNVesStmMENt . ...ttt ittt ittt ettt e e et eeeeeeeeeens (128) (14)
(545)
Proceeds from sales and maturities of securities available for sale .........iieeeenenn.. 34,603 28,998
25,556
Purchases of securities available fOr SAle ittt ittt e ee et eeeeeeeeeeeaeeeeaeenns (48,727) (12,708)
(27,594)
Net (increase) decrease in federal funds sold and securities

purchased under agreements t0 FeSell .ttt iiieetteeneneeeeeeenaneeeeeenneessennns (800) (424)
4,931
Net (increase) decrease in time deposits placed and other short-term investments ...... (756) (565)
863
Purchases and net originations of loans and 1easSes ...ttt tteenneeeeeennneeneennns (20,613) (13,822)
(18,331)
Proceeds from sales and securitizations of loans and 1eases . ...ttt ennnneeennnnns 15,180 12,286
4,681
Purchases and originations of mortgage servicing rights ....... .. .. (397) (366
(598)
Purchases of factored accounts receivable ... ..ttt tii ettt eeeeeeeeeeeeenneeeeeeeenn (7,919) (7,738)
(7,856)
Collections of factored accounts receivable ...ttt ittt it ittt eeeeeeeneeeeeeeeeennnn 7,873 7,656
7,834
Net purchases of premises and eqUIpPmMENnt ...ttt ittt ittt ettt et enneeeeeenneessennns (125) (348)
(307)
Proceeds from sales of foreclosed pPropPerties ittt ittt ittt ittt nneeeeeennneeeeennns 190 174
204
Sales and acquisitions of business activities, net of cash ...... .. 1,478 416
(567)

Net cash (used in) provided by investing activities ..... ..ot (19,154) 15,874
(6,182)

Financing Activities

Net decrease In depPosits ittt ittt ittt ettt ettt et et e et ettt e (58) (6,573)
(158)

Net increase (decrease) in federal funds purchased and securities

sold under agreements tO FePUILCRASE ittt ittt ittt it ettt e nneeeeeeeneeesenenaeesenens 20,357 (10,601)

2,909

Net increase (decrease) in other short-term borrowings and commercial paper ........... 1,010 (3,171)
(1,244)

Proceeds from issuance of trust preferred securities .......iiii ittt eeeeennns 990 965
Proceeds from issuance of long-—term debt .. ...ttt ittt ittt ittt eneeeeteennneeeeennns 6,127 7,230
11,393

Retirement of long-—term debt ...ttt ittt i ittt ittt ettt e eeneeseeennaeseeennnees (2,275) (3,093)
(2,061)

Proceeds from issuance of COMMON STOCK ..ttt ittt ittt ettt ettt eenneeeaeeeenn 1,242 136
239

Cash dividends pPaid ...t i it ittt ettt ittt ettt et aaeeeeeenneeseesenaesseeennassens (996) (722)
(575)

Common StOCK FePULCRASEA ot ittt it ittt ettt ettt ettt et eeaeeeosenneesessenaesseeenanesens (5,769) (1,503)
(522)

Other financing activities ittt i i et ittt ettt eaaeteeenneeseeennnens (87) 139

Net cash provided by (used in) financing activities ...... it nnnnn 20,541 (17,193)

9,981
Net increase (decrease) in cash and cash equivalents ... ..ttt ittt nnneereeennnens 1,653 485
(1,134)

Cash and cash equivalents oOn JanUary L ..ttt iiit i inenneeeeeeneeeeeeeenaeeseeenanssens 8,933 8,448
9,582

Cash and cash equivalents on DecCember 3l ..ttt tntn e tneeeeeeeeeeeeeeeeeeeeeeeeeeenens $ 10,586 $ 8,933
8,448

Supplemental cash flow disclosure:

Cash paid fOr INEErE st ottt ittt ittt ittt et et et e e e e et et et et et et et et ettt S 8,593 S 7,974
7,565

Cash paild for INCOME LaXES ittt ittt ittt ittt ettt et ettt et et e et et et eeeeeeeenanenens 563 786
675

</TABLE>

Loans transferred to foreclosed properties amounted to $150, $160 and $98 in
1997, 1996 and 1995, respectively.



Loans securitized and retained in the available for sale securities portfolio
amounted to $7,532 and $4,302 in 1997 and 1996, respectively.

The fair values of noncash assets acquired and liabilities assumed in
acquisitions during 1997 were approximately $49,355 and $40,992, respectively,
net of cash acquired.

See accompanying notes to consolidated financial statements.
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NationsBank Corporation and Subsidiaries

Consolidated Statement of Changes in Shareholders' Equity
(Dollars in Millions, Shares in Thousands)

<TABLE>
<CAPTION>

Total
Common Stock
Share-
Preferred ---------------——————————- Retained
holders'
Stock Shares Amount Earnings Other
Equity

<S> <C> <C> <C> <C> <C>
<C>
Balance on December 31, 1994 ...... ...t $111 552,904 $ 4,740 $6,451 $ (291)
$11,011
Net INCOME v ittt ittt it ettt ettt eeeeeeeanneaaeeens 1,950
1,950
Cash dividends
(@) 111117 o W (567)
(567)
Preferred ..ttt it e e e et e e e e (8)
(8)
Common stock issued under dividend
reinvestment and employee plans ..........cc0u0... 8,878 214 25
239
Common stock issued in acquisitions .............. 5,996 217
217
Common stock repurchased .........c.oiiiiiinnnneens (19,466) (522)
(522)
Net change in unrealized gains (losses) on
securities available for sale and marketable
equity securities ...t e e 460
460
[0 50 T (6) 226 6 21
21

Balance on December 31, 1995 ... .. ..t ineennnn 105 548,538 4,655 7,826 215
12,801
Net INCOME v ittt ittt ettt ettt ettt eeeanneeaeeens 2,375
2,375
Cash dividends
(01111 o (707)
(707)
Preferred ...t e e e e e e e e e e e e et (15)
(15)
Common stock issued under employee plans ......... 3,456 109 27
136
Stock issued in acquisitions ........... .. 0. 73 55,436 586 192 2
853
Common stock repurchased ..........ciiiiiiiiennnnn. (34,196) (1,503)
(1,503)
Net change in unrealized gains (losses) on
securities available for sale and marketable
equity securities ..... .. i i e (240)
(240)

Balance on December 31, 1996 .......ciiuiiiinnnnnnnn 171 573,492 3,855 9,673 10
13,709

Net 1nCOME v ittt ittt ettt ettt e ee e eenaeanennns 3,077

3,077

Cash dividends



(03 11111 o
(985)
Preferred ... . i i e e
(11)
Common stock issued under employee plans ......... 27,725 1,255
1,242
Stock issued in acquisitions ........... .00, 82 202,966 9,746
9,828
Common stock repurchased ..........ciiiiiiiiennnnn. (95,862) (5,769)
(5,769)
Redemption of preferred stock .............. ... (73)
(73)
Conversion of preferred stock .................... (86) 3,857 86

Net change in unrealized gains (losses) on
securities available for sale and marketable
equity securities ...t e e e
307
L8 o 1 10 (5)
12

Balance on December 31, 1997 ...ttt ennnnnnnn S 94 712,188 $ 9,168
$21,337

$11,754

(13)

</TABLE>
See accompanying notes to consolidated financial statements.
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NationsBank Corporation (the Corporation) is a multi-bank holding company
organized under the laws of North Carolina in 1968 and registered under the
Bank Holding Company Act of 1956, as amended. Through its banking subsidiaries
and its various nonbanking subsidiaries, the Corporation provides banking and
banking-related services, primarily throughout the Southeast, Mid-Atlantic,
Midwestern and Southwestern states.

Note One -- Summary of Significant Accounting Policies
Principles of Consolidation and Basis of Presentation

The consolidated financial statements include the accounts of the
Corporation and its majority-owned subsidiaries. All significant intercompany
accounts and transactions have been eliminated. Results of operations of
companies purchased are included from the dates of acquisition. Certain prior
period amounts have been reclassified to conform to current year
classifications.

Assets held in an agency or fiduciary capacity are not included in the
consolidated financial statements.

The preparation of the consolidated financial statements in conformity
with generally accepted accounting principles requires management to make
estimates and assumptions that affect reported amounts and disclosures. Actual
results could differ from those estimates. Significant estimates made by
management are discussed in these footnotes as applicable.

On February 27, 1997, the Corporation completed a 2-for-1 split of its
common stock. Accordingly, the consolidated financial statements for all years
presented reflect the impact of the stock split.

Cash and Cash Equivalents

Cash on hand, cash items in the process of collection and amounts due from
correspondent banks and the Federal Reserve Bank are included in cash and cash
equivalents.

Securities

Securities are classified based on management's intention on the date of
purchase. Securities which management has the intent and ability to hold to
maturity are classified as held for investment and reported at amortized cost.
Other securities, except those used in trading activities, are classified as
available for sale and carried at fair value with net unrealized gains and
losses included in shareholders' equity on an after-tax basis. Marketable
equity securities are carried at fair value with net unrealized gains and
losses included in shareholders' equity, net of tax.

Interest and dividends on securities, including amortization of premiums
and accretion of discounts, are included in interest income. Realized gains and
losses from the sales of securities are determined using the specific




identification method.

Loans Held for Sale

Loans held for sale include residential mortgage, commercial real estate
and other loans and are carried at the lower of aggregate cost or market value.
Generally, such loans are originated with the intent of sale.

Securities Purchased Under Agreements To Resell And Securities Sold Under
Agreements To Repurchase

Securities purchased under agreements to resell and securities sold under
agreements to repurchase are treated as collateralized financing transactions
and are recorded at the amounts at which the securities were acquired or sold
plus accrued interest. The Corporation's policy is to obtain the use of
securities purchased under agreements to resell. The market value of the
underlying securities which collateralize the related receivable on agreements
to resell is monitored, including accrued interest, and additional collateral
is requested when deemed appropriate.

Trading Instruments

Instruments utilized in trading activities include both securities and
derivatives and are stated at fair value. Fair value is generally based on
quoted market prices. If quoted market prices are not available, fair values
are
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estimated based on dealer quotes, pricing models or quoted prices for
instruments with similar characteristics. Gross unrealized gains and losses on
trading derivative positions with the same counterparty are generally presented
on a net basis for balance sheet reporting purposes where legally enforceable
master netting agreements have been executed. Realized and unrealized gains and
losses are recognized as trading account profits and fees.

Loans

Loans are reported at their outstanding principal balances net of any
charge-offs, unamortized deferred fees and costs on originated loans and
premiums or discounts on purchased loans. Loan origination fees and certain
direct origination costs are deferred and recognized as adjustments to income
over the lives of the related loans. Discounts and premiums are amortized to
income using methods that approximate the interest method.

Allowance for Credit Losses

The allowance for credit losses is primarily available to absorb losses
inherent in the loans, leases and factored accounts receivable portfolios.
Credit exposures deemed to be uncollectible are charged against the allowance
for credit losses. Recoveries of previously charged-off amounts are credited to
the allowance for credit losses.

Individually identified impaired loans are measured based on the present
value of payments expected to be received, observable market prices, or for
loans that are solely dependent on the collateral for repayment, the estimated
fair value of the collateral. If the recorded investment in the impaired loan
exceeds the measure of estimated fair value, a valuation allowance is
established as a component of the allowance for credit losses.

The Corporation's process for determining an appropriate allowance for
credit losses includes management's Jjudgment and use of estimates. The adequacy
of the allowance for credit losses is reviewed regularly by management. On a
quarterly basis, a comprehensive review of the adequacy of the allowance for
credit losses is performed. This assessment is made in the context of
historical losses as well as existing economic conditions and performance
trends within specific portfolio segments and individual concentrations of
credit. Additions to the allowance for credit losses are made by charges to the
provision for credit losses.

Nonperforming Loans

Commercial loans and leases that are past due 90 days or more as to
principal or interest, or where reasonable doubt exists as to timely
collection, including loans that are individually identified as being impaired,
are generally classified as nonperforming loans unless well secured and in the
process of collection. Loans whose contractual terms have been restructured in
a manner which grants a concession to a borrower experiencing financial



difficulties are classified as nonperforming until such time as the loan is not
impaired based on the terms of the restructured agreement and the interest rate
is a market rate as measured at the restructuring date. Impaired loans are
included in nonperforming loans. Generally, loans which are past due 180 days
or more as to principal or interest are classified as nonperforming regardless
of collateral or collection status. Generally, interest accrued but not
collected is reversed when a loan or lease is classified as nonperforming.

Interest collections on nonperforming loans and leases for which the
ultimate collectibility of principal is uncertain are applied as principal
reductions. Otherwise, such collections are credited to income when received.

Credit card loans that are 180 days past due are charged off and not
classified as nonperforming. All other consumer loans and residential mortgages
are generally charged off at 120 days past due or placed on nonperforming
status upon repossession or the inception of foreclosure proceedings.
Ordinarily, interest accrued but not collected is charged off along with the
principal.

Foreclosed Properties

Assets are classified as foreclosed properties upon actual foreclosure or
when physical possession of the collateral is taken regardless of whether
foreclosure proceedings have taken place.

Foreclosed properties are carried at the lower of the recorded amount of
the loan or lease for which the property previously served as collateral, or
the fair value of the property less estimated costs to sell. Prior to
foreclosure, the recorded amount of the loan or lease is reduced, if necessary,
to the fair value, less estimated costs to sell, of the real estate to be
acquired by charging the allowance for credit losses.
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Subsequent to foreclosure, gains or losses on the sale of and losses on
the periodic revaluation of foreclosed properties are credited or charged to
expense. Net costs of maintaining and operating foreclosed properties are
expensed as incurred.

Premises and Equipment

Premises and equipment are stated at cost less accumulated depreciation
and amortization. Depreciation and amortization are recognized principally
using the straight-line method over the estimated useful lives of the assets.

Mortgage Servicing Rights

The total cost of mortgage loans originated or purchased is allocated
between the cost of the loans and the mortgage servicing rights (MSRs) based on
the relative fair values of the loans and the MSRs. MSRs acquired separately
are capitalized at cost. During 1997, the Corporation capitalized $397 million
of MSRs. The cost of the MSRs is amortized in proportion to and over the
estimated period of net servicing revenues. During 1997, amortization was $188
million.

The fair value on December 31, 1997 of capitalized MSRs approximated the
carrying value of $1.3 billion. Total loans serviced approximated $126.5
billion on December 31, 1997, including loans serviced on behalf of the
Corporation's banking subsidiaries. The predominant characteristics used as the
basis for stratifying MSRs are loan type and interest rate. The MSRs strata are
evaluated for impairment by estimating the fair value based on anticipated
future net cash flows, taking into consideration prepayment predictions. If the
carrying value of the MSRs exceeds the estimated fair value, a valuation
allowance is established. Changes to the valuation allowance are charged
against or credited to mortgage servicing income and fees. The valuation
allowance on December 31, 1997, 1996 and 1995 and changes in the wvaluation
allowance during 1997, 1996 and 1995 were insignificant.

To manage risk associated with changes in prepayment rates, the
Corporation uses various financial instruments including options and interest
rate swaps. The notional amount on December 31, 1997 was $8.7 billion and the
unrealized gain on such contracts was $57 million.

Goodwill and Other Intangibles

Net assets of companies acquired in purchase transactions are recorded at
fair value at the date of acquisition. Identified intangibles are amortized on
an accelerated or straight-line basis over the period benefited. Goodwill is
amortized on a straight-line basis over a period not to exceed 25 years. The
recoverability of goodwill and other intangibles is evaluated if events or



circumstances indicate a possible inability to realize the carrying amount.
Such evaluation is based on various analyses, including undiscounted cash flow
projections.

Income Taxes

There are two components of income tax provision: current and deferred.
Current income tax expense approximates taxes to be paid or refunded for the
applicable period. Balance sheet amounts of deferred taxes are recognized on
the temporary differences between the bases of assets and liabilities as
measured by tax laws and their bases as reported in the financial statements.
Deferred tax expense or benefit is then recognized for the change in deferred
tax liabilities or assets between periods.

Recognition of deferred tax assets is based on management's belief that it
is more likely than not that the tax benefit associated with certain temporary
differences, tax operating loss carryforwards and tax credits will be realized.
A valuation allowance is recorded for those deferred tax items for which it is
more likely than not that realization will not occur.

Retirement Benefits

The Corporation has established qualified retirement plans covering
full-time, salaried employees and certain part-time employees. Pension expense
under these plans is charged to current operations and consists of several
components of net pension cost based on various actuarial assumptions regarding
future experience under the plans.
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In addition, the Corporation and its subsidiaries have established
unfunded supplemental benefit plans providing any benefits that could not be
paid from a qualified retirement plan because of Internal Revenue Code
restrictions and supplemental executive retirement plans for selected officers
of the Corporation and its subsidiaries. These plans are nonqualified and,
therefore, in general, a participant's or beneficiary's claim to benefits is as
a general creditor.

The Corporation and its subsidiaries have established several
postretirement medical benefit plans which are not funded.

Risk Management Instruments

Risk management instruments are utilized to modify the interest rate
characteristics of related assets or liabilities or hedge against fluctuations
in interest rates, currency exchange rates or other such exposures as part of
the Corporation's asset and liability management process. Instruments must be
designated as hedges and must be effective throughout the hedge period. To
qualify as hedges, risk management instruments must be linked to specific
assets or liabilities or pools of similar assets or liabilities.

Swaps, principally interest rate, used in the asset and liability
management process are accounted for on the accrual basis with revenues or
expenses recognized as adjustments to income or expense on the underlying
linked assets or liabilities. In addition, gains or losses on foreign currency
contracts are a component of the revaluation of the underlying
foreign-denominated liabilities. Risk management swaps generally are not
terminated. When terminations do occur, gains or losses are recorded as
adjustments to the carrying value of the underlying assets or liabilities and
recognized as income or expense over the shorter of either the remaining
expected lives of such underlying assets or liabilities or the remaining life
of the swap. In circumstances where the underlying assets or liabilities are
sold, any remaining carrying value adjustments and the cumulative change in
value of any open positions are recognized immediately as a component of the
gain or loss on disposition of such underlying assets or liabilities.

Gains and losses associated with interest rate futures and forward
contracts used as effective hedges of existing risk positions or anticipated
transactions are deferred as an adjustment to the carrying value of the related
asset or liability and recognized in income over the remaining term of the
related asset or liability.

Risk management instruments used to hedge or modify the interest rate
characteristics of debt securities classified as available for sale are carried
at fair value with unrealized gains or losses deferred as a component of
shareholders' equity.

To manage interest rate risk, the Corporation also uses interest rate
option products, primarily caps and floors. Interest rate caps and floors are
agreements where, for a fee, the purchaser obtains the right to receive
interest payments when a variable interest rate moves above or below a



specified cap or floor rate, respectively. Such instruments are primarily
linked to long-term debt, short-term borrowings and pools of similar
residential mortgages and consist mainly of purchased options. The Corporation
also purchases options in the interest rate market to protect the value of
certain assets, principally MSRs, against changes in prepayment rates. Option
premiums are amortized over the option life on a straight-line basis. Such
contracts are designated as hedges, and gains or losses are recorded as
adjustments to the carrying value of the MSRs, which are subjected to
impairment valuations as described in the MSRs accounting policy.

The Corporation also utilizes forward delivery contracts and options to
reduce the interest rate risk inherent in mortgage loans held for sale and the
commitments made to borrowers for mortgage loans which have not been funded.
These financial instruments are considered in the Corporation's lower of cost
or market valuation of its mortgage loans held for sale.

Earnings Per Common Share

Earnings per common share for all periods presented is computed by
dividing net income, reduced by dividends on preferred stock, by the weighted
average number of common shares outstanding. Diluted earnings per common share
is computed by dividing net income available to common shareholders, adjusted
for the effect of assumed conversions, by the weighted average number of common
shares outstanding and dilutive potential common shares, which include
convertible preferred stock and stock options. Dilutive potential common shares
are calculated using the treasury stock method.
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Recently Issued Accounting Pronouncements

In 1997, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards No. 130, "Reporting Comprehensive Income" (SFAS
130) and SFAS 131, "Disclosures about Segments of an Enterprise and Related
Information"™ (SFAS 131). SFAS 130 establishes standards for the reporting and
displaying of comprehensive income and its components in financial statements.
SFAS 131 supersedes SFAS 14, "Financial Reporting for Segments of a Business
Enterprise," and specifies new disclosure requirements for operating segment
financial information. In February 1998, SFAS No. 132, "Employers' Disclosures
about Pensions and Other Postretirement Benefits" (SFAS 132) was issued. SFAS
132 revises and standardizes employers' disclosures about pension and other
postretirement benefit plans. These standards are effective for fiscal years
beginning after December 15, 1997. The Corporation will adopt the provisions of
these standards during the first quarter of 1998.

Note Two -- Merger-Related Activity

On January 9, 1998, the Corporation completed its merger with Barnett
Banks, Inc. (Barnett), a multi-bank holding company headquartered in
Jacksonville, Florida (the Merger). Barnett's total assets, total deposits and
total shareholders' equity on the date of the Merger amounted to approximately
$46.0 billion, $35.4 billion and $3.4 billion, respectively. Each outstanding
share of Barnett common stock was converted into 1.1875 shares of the
Corporation's common stock, resulting in the net issuance of approximately 233
million common shares to the former Barnett shareholders. In addition,
approximately 11 million options to purchase the Corporation's stock were
issued to convert similar stock options granted to certain Barnett employees.
This transaction will be accounted for as a pooling of interests. Under this
method of accounting, the recorded assets, liabilities, shareholders' equity,
income and expenses of the Corporation and Barnett will be combined and
reflected at their historical amounts.

In connection with the Merger, the Corporation expects to incur pretax
merger-related costs during the first quarter of 1998 of approximately $900
million ($642 million after-tax), which will include approximately $375 million
in severance, relocation and change in control payments, $300 million of
conversion costs and occupancy and equipment expenses (primarily lease exit
costs and the elimination of duplicate facilities and other capitalized
assets), $125 million of exit costs related to contract terminations and $100
million of other Merger costs (including legal and investment banking fees).

In compliance with certain requirements of the Federal Reserve Board, the
Department of Justice and certain Florida authorities in connection with the
Merger, the Corporation and Barnett have entered into agreements to divest
certain branches of Barnett with loans and deposits aggregating approximately
$2.5 billion and $4.0 billion, respectively, in various markets in Florida.

The following table presents pro forma condensed combined results of
operations of the Corporation and Barnett for the three years ended December
31, 1997, 1996 and 1995 as if the Merger had been effective at the beginning of
each year presented. The Corporation and Barnett are still in the process of
conforming their respective accounting policies. In management's opinion, any



resulting changes will not be material.
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Unaudited Pro Forma Results of Operations
(Dollars in millions, except per-share information)

<TABLE>
<CAPTION>
1997 1996 1995
<S> <C> <C> <C>
Reported amounts:
Net interest INCOME ... ittt ittt ettt eeneeneennnn $ 9,717 S 8,228 $ 7,189
NEet INCOME vt ittt ittt e ettt et eteeeeeeeeeneeeeeeeeeennnan 3,332 2,939 2,483
Net income available to common shareholders ............. 3,321 2,922 2,459
Earnings per common Share . ...t iiiiineteeenneeeeeennn 3.53 3.56 3.18
Diluted earnings per common share ..........c..ciiueinenn. 3.44 3.50 3.10
Operating amounts (excluding merger-related charges):
S o 15 LT} 1T $ 3,596 $ 3,016 $ 2,483
Net income available to common shareholders ............. 3,585 2,999 2,459
Earnings per common share ...........ieeiienieenennnennnnn 3.81 3.65 3.18
Diluted earnings per common share ..........iiieiiiiinnnnn. 3.71 3.59 3.10
</TABLE>

On October 1, 1997, the Corporation completed the acquisition of
Montgomery Securities (Montgomery), an investment banking and institutional
brokerage firm headquartered in San Francisco, California. The purchase price
consisted of $840 million in cash and approximately 5.3 million unregistered
shares of the Corporation's common stock for an aggregate amount of
approximately $1.1 billion. Montgomery had 1996 revenues of approximately $600
million and assets of approximately $3.0 billion on the date of acquisition.
The Corporation accounted for this acquisition as a purchase.

On January 7, 1997, the Corporation completed the acquisition of Boatmen's
Bancshares, Inc. (Boatmen's), headquartered in St. Louis, Missouri, resulting
in the issuance of approximately 195 million shares of the Corporation's common
stock valued at $9.4 billion on the date of the acquisition and aggregate cash
payments of $371 million to Boatmen's shareholders. On the date of the
acquisition, Boatmen's total assets and total deposits were approximately $41.2
billion and $32.0 billion, respectively. The Corporation accounted for this
acquisition as a purchase.

The following table presents condensed pro forma consolidated results of
operations for the year ended December 31, 1996 as if the acquisition of
Boatmen's had occurred on January 1, 1996. This information combines the
historical results of operations of the Corporation and Boatmen's after the
effect of purchase accounting adjustments. The cash portion of the purchase
price is 35 percent, which reflects the actual cash election of 4 percent paid
at closing plus share repurchases completed prior to the initiation of the
Barnett merger. The pro forma information does not purport to be indicative of
the results that would have been obtained if the operations had actually been
combined during the periods presented and is not necessarily indicative of
operating results to be expected in future periods.

Unaudited Pro Forma Results of Operations
(Dollars in millions, except per-share information)

<TABLE>
<CAPTION>
1996
<S> <C>
Net interest 1ncome ........iiiiiiiinneeeeennnn 7,588
NEetl INCOME ittt ittt et e e et e ettt e e eeeeeeeeennnn 2,400
Net income available to common shareholders ... 2,378
Earnings per common share ..............c.oo... 3.29
Diluted earnings per common share ............. 3.26
</TABLE>

The Corporation consummated the acquisition of First Federal Savings Bank
of Brunswick, Georgia (Brunswick) on April 15, 1997. As of the acquisition
date, Brunswick had assets of approximately $249 million and deposits of
approximately $219 million. The Corporation issued approximately 2.4 million
shares of its common stock in this acquisition. The Corporation accounted for
this acquisition as a purchase.

On June 1, 1997, the branching provisions of the Riegle-Neal Interstate
Banking and Branching Efficiency Act of 1994 took effect, allowing banking
companies to consolidate their subsidiary bank operations across state lines.
On December 31, 1997, the Corporation operated its banking activities primarily
under three charters: NationsBank, N.A., NationsBank of Texas, N.A., and
NationsBank of Delaware, N.A., which operates the Corporation's credit card



business. The Corporation expects to continue the consolidation of other
banking subsidiaries throughout 1998, including Barnett Bank, N.A.
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Note Three -- Securities
The amortized costs and market values of securities held for investment
and securities available for sale on December 31 were (dollars in millions):

<TABLE>
<CAPTION>
Gross Gross

Amortized Unrealized Unrealized Market
Securities Held for Investment Cost Gains Losses Value
<S> <C> <C> <C> <C>
1997
U.S. Treasury securities and agency debentures $ 500 S 1 S (1) $ 500
Foreign sovereign securities .................. 32 - -= 32
Mortgage-backed securities ............ ... ... 532 2 (1) 533
Other taxable securities ........... ..o 5 - - 5
Total taxable ...ttt ittt ettt eennneens 1,009 3 (2) 1,070
Tax-exempt securities ..........cciiiiiiiennnnn. 87 4 -= 91
o o= T $ 1,156 S 7 S (2) $ 1,161
1996
U.S. Treasury securities and agency debentures $ 862 S -= S (3) S 859
Foreign sovereign securities .................. 25 -= -= 25
Mortgage-backed securities .......... .. 1,101 3 (4) 1,100
Other taxable securities .............. ... 5 -= -= 5
Total taxable ...t ittt ettt e ettt 1,993 3 (7) 1,989
Tax-exempt securities ........iiiiiiiiinnennn. 117 4 -= 121
TOtal vttt e e e e e e e e e $ 2,110 S 7 S (7) $ 2,110
</TABLE>
<TABLE>
<CAPTION>

Gross Gross

Amortized Unrealized Unrealized Market
Securities Available for Sale Cost Gains Losses Value
1997
<S> <C> <C> <C> <C>
U.S. Treasury securities and agency debentures S 7,937 S 86 S (4) $ 8,019
Foreign sovereign securities .................. 6,397 16 (20) 6,393
Mortgage-backed securities ............ ... ... 28,668 359 (25) 29,002
Other taxable securities .........ciiuiiiieeee.. 1,004 8 - 1,072
Total taxable . ...ttt i inininenenens 44,066 469 (49) 44,486
Tax-exempt securities ..........ciiiiiiinennnnn. 1,505 56 - 1,501
o o= T $ 45,571 S 525 S (49) $46,047
1996
U.S. Treasury securities and agency debentures S 1,437 S 5 S (26) $ 1,416
Foreign sovereign securities .................. 952 2 (8) 946
Mortgage-backed securities .......... ... 8,805 58 (45) 8,818
Other taxable securitiesS ........iiimnnennnnnn 484 5 (1) 488
Total taxable ..ttt ittt ettt et ettt 11,678 70 (80) 11,668
Tax-exempt securities ........iiiiiiiiiinnnn. 591 20 (2) 609
< $ 12,269 S 90 $ (82) $12,277
</TABLE>

The components, expected maturity distribution and yields (computed on a
taxable-equivalent basis) of the Corporation's securities portfolio on December
31, 1997 are summarized below (dollars in millions). Actual maturities may
differ from contractual maturities or maturities shown below since borrowers
may have the right to prepay obligations with or without prepayment penalties.

57

<TABLE>
<CAPTION>



Due after 1

Due in 1 year through 5
or less years
Amount Yield Amount Yield
<S> <C> <C> <C> <C>
Amortized cost of securities held for
investment
U.S. Treasury securities
and agency debentures ............... $101 4.94% S 399 5.86%
Foreign sovereign securities .......... 8 5.86 13 7.60
Mortgage-backed securities ............ 313 5.97 216 6.73
Other taxable securities .............. 3 8.01 -= -=
Total taxable .......iiiiiiiiiiiiinn 425 5.74 628 6.19
Tax-exempt securities ................. 25 9.62 33 9.36
TOtal vttt it e e e e e e et $450 5.96 $ 661 6.35
Market value of securities
held for investment .................... $448 $ 665
Market value of securities available
for sale
U.S. Treasury securities and
agency debentures ............ccci... $157 5.82% $ 4,113 5.95%
Foreign sovereign securities .......... 67 20.13 4,444 4.87
Mortgage-backed securities ............ 45 6.59 12,043 7.29
Other taxable securities .............. 14 6.49 283 17.06
Total taxable ...t 283 9.38 20,883 6.64
Tax-exempt securities ................. 91 5.81 277 6.64
TOtal vttt it e e e e e et $374 8.51 $21,160 6.64
Amortized cost of securities
available for Sale ...vuiviiiinennennnn. $373 $20, 958
<CAPTION>
Due after 5
through 10 Due after
years 10 years Total
Amount Yield Amount Yield Amount Yield
<S> <C> <C> <C> <C> <C> <C>
Amortized cost of securities held for
investment
U.S. Treasury securities
and agency debentures ............... $ -- -=% $ -- --% $ 500 5.68%
Foreign sovereign securities .......... 10 6.59 1 6.62 32 6.84
Mortgage-backed securities ............ 3 5.63 -= - 532 6.28
Other taxable securities .............. -- -- 2 6.56 5 7.18
Total taxable ......iiiiiiiennnnennnn 13 6.40 3 6.74 1,069 6.02
Tax-exempt securities ................. 10 9.34 19 9.29 87 9.42
Total vttt ittt e e e e e e e $ 23 7.70 $ 22 8.89 $ 1,156 6.27
Market value of securities
held for investment ...........oeiieenen.. S 24 S 24 $ 1,161
Market value of securities available
for sale
U.S. Treasury securities and
agency debentures .........eeeeeenen.. $ 3,500 6.03% S 249 6.31% $ 8,019 5.99%
Foreign sovereign securities .......... 808 5.76 1,074 5.63 6,393 5.27
Mortgage-backed securities ............ 14,972 6.82 1,942 6.99 29,002 7.03
Other taxable securities .............. 163 7.01 612 5.78 1,072 8.97
Total taxable ......ieiinininennnnnn 19,443 6.64 3,877 6.38 44,486 6.63
Tax-exempt securities ................. 407 7.47 786 8.25 1,561 7.61
Total vttt it it e e e e e e e $19,850 6.66 $4,663 6.68 $46,047 6.66
Amortized cost of securities
available for sale .....iiiiiiiinnnnnnnn. $19,632 $4,608 $45,571

</TABLE>

The components of gains and losses on sales of available for sale



securities for the years ended December 31 were (dollars in millions):

<TABLE>
<CAPTION>
1997 1996 1995
<S> <C> <C> <C>
Gross gains on sales of securities .......... $160 $ 200 S 74
Gross losses on sales of securities ......... (7) (133) (45)
Net gains on sales of securities ............ $153 S 67 S 29
</TABLE>
There were no sales of securities held for investment in 1997, 1996 or

1995.

Excluding securities issued by the U.S. government and its agencies and
corporations, there were no investments in securities from one issuer that
exceeded 10 percent of consolidated shareholders' equity on December 31, 1997
or 1996.

The income tax expense attributable to realized net gains on securities
sales was $54 million, $23 million and $10 million in 1997, 1996 and 1995,
respectively.

Securities are pledged or assigned to secure borrowed funds, government
and trust deposits and for other purposes. The carrying value of pledged
securities was $39.6 billion and $12.6 billion on December 31, 1997 and 1996,
respectively.

On December 31, 1997, the valuation allowance for securities available for
sale and marketable equity securities increased shareholders' equity by $393
million, reflecting $476 million of pretax appreciation on securities available
for sale and $115 million of pretax appreciation on marketable equity
securities.
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and Liabilities

Note Four -- Trading Account Assets

The fair values on December 31
ended December 31 of the components

and the average fair values for the years
of trading account assets and liabilities

were (dollars in millions):
<TABLE>
<CAPTION>
Average Balances
1997 1996 1997 1996
<S> <C> <C> <C> <C>
Securities owned
U.S. Treasury SECUTLILIES it ittt ittt ettt a e e e e aeaeaeaeannn S 8,697 S 6,914 $10,251 $13,168
Securities of other U.S. Government agencies and corporations ..... 1,375 2,096 1,585 1,843
Certificates of deposit, bankers' acceptances and commercial
S8 1T 517 501 645 553
Corporate debt ittt e e e e ettt e e 1,808 1,552 1,686 1,410
Foreign sovereign debt ...t i e e e e e e 4,939 3,396 6,270 1,044
Mortgage-backed seCUrities . ...ttt ittt tieeeeaennenn 2,299 502 1,698 358
Other seCUrities ittt i ittt e it 403 430 355 671
Total securities OWNEd .. iii ittt eeeeeeeeenneeeeeee oonnan 20,038 15,391 22,490 19,047
Derivatives-dealer pPOSIitions ... ..ttt ittt ettt 3,640 3,298 4,261 3,791
Total trading acCoUNT ASSELS .« ittt ii et n e et teteeeeaane cuennn $23,678 518,689 $26,751 $22,838
Short sales
U.S. Treasury SECULILIES ittt ittt e teneeneeeeeeeeeeeeneeneens $ 8,970 $ 7,143 $ 8,308 $ 9,287
Corporate debt ..ttt i e e e e e ettt e e 140 452 232 535
Foreign sovereign debt ...t i e e e e e e e 1,825 - 968 -
Other SeCUrIties ittt ittt et e ettt ettt e it 904 309 766 315
Total SNOTE SALES vttt ittt e e et ettt et e ee e e e et e e 11,839 7,904 10,274 10,137
Derivatives—-dealer pPOSIitions ..ttt ittt ittt eeeneeeeenenaneens 3,368 3,848 3,848 3,170
Total trading account liabilities ...... . v $15,207 $11,752 $14,122 $13,307

</TABLE>



The net change in the unrealized gain or loss on trading securities held
on December 31, 1997 and 1996 was included in trading account profits and fees
and amounted to a loss of $31 million for 1997 and a gain of $68 million for
1996.

Interest rate and foreign exchange contract trading activities generated
most of the Corporation's trading account profits and fees.

Derivatives-dealer positions presented in the table above represent the
fair values of interest rate, foreign exchange, equity and commodity-related
products including financial futures, forward settlement and option contracts
and swap agreements associated with the Corporation's derivatives trading
activities. See Note Eight for additional information on derivatives-dealer
positions, including credit risk.
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Note Five -- Loans, Leases and Factored Accounts Receivable

Loans, leases and factored accounts receivable on December 31 were
(dollars in millions) :

<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Loans
[ @73 11111 ot = $ 60,416 $ 50,488
Real estate COomMErCial .. iiiiii ettt ettt eeeneeeeeeenaeeeeeenneeeeeennnes 7,221 5,445
Real estate CONSTIrUCEION ittt ittt ittt ittt ettt eeeeeeeeeenneeeeeeeeenneenens 3,805 2,863
Total COMMETCIAl vttt ittt ettt e ettt teeeeeeeeeeeenseeeeeeeeenneeeeeeeeennnan 71,442 58,796
Residential MOTEgage v vttt it ittt ittt et ittt eeae et eeenaeeeeeennesseeennnns 27,831 27,948
[ Oy =Y e I o = Bt 6,866 6,747
Ot T COMSUME T v it ittt it ettt ettt ettt et et eeneeeeeeeeeeneeeeeeeeeenneeeens 27,398 20,993
TOLAL CONSUME T 4ttt ettt et tte e e e e eeneeeeeeeeeeeneeeeeeeeenneeeeeeeeeennan 62,095 55,688
e et 1 5o N 3,844 2,829
Factored accounts reCeivablle .. ii ittt e et eeeeeeeeeeeeeneeeeeeenneeenn 1,074 1,047
Total loans and factored accounts receivable ........iiitiiiinnneeennnnnnnn 138,455 118,360
Less unearned INCOME . ittt ittt ittt eeeeneeeneeneeneeneeneeeneenees (580) (602)
Loans and factored accounts receivable, net of unearned income ............ 137,875 117,758
Leases
Lease TeCEIVAD eSS vttt ittt ittt ettt ettt eeeae ettt 6,175 5,134
Estimated residual vValuUe .. ii ittt ittt ittt eeenneeeeeeeeeneeeeeeeeeenneeeens 1,787 1,537
LeSS UNEArNEed INCOME .t v v u e v e e e e e e e seeee e e e eennseeeeeeeeeeeeeeeeeeeenaneeenns (2,045) (1,799)
Leases, net of unearned INCOME ...ttt it iien et eeeeeneeeeeeenneeeneennnns 5,917 4,872
Loans, leases and factored accounts receivable, net of unearned income .... $143,792 $122,630
</TABLE>
Transactions in the allowance for credit losses were (dollars in
millions):
<TABLE>
<CAPTION>
1997 1996 1995
<S> <C> <C> <C>
Balance on JaNUATY L vt it it it et et et aeae e e aeaeaeaeaeaeaean $ 2,315 $2,163 $2,186
Loans, leases and factored accounts receivable charged off .... (1,100) (8306) (6306)
Recoveries of loans, leases and factored accounts receivable
previously charged off ... ... e e e 308 238 215
Net charge offs ...ttt et ettt it iaeaen . (798) (598) (421)
Provision for credit 1OSSEeS ..ttt ittt ittt 800 605 382
Allowance applicable to loans of purchased companies and other 465 145 16
Balance on December 31 ittt ittt ettt eeeeee et s 2,782 $2,315 $2,163

</TABLE>



The following table presents the recorded investment in loans that were
considered to be impaired, all of which were classified as nonperforming, on
December 31 (dollars in millions):

<TABLE>
<CAPTION>
1997 1996

<S> <C> <C>
Commercial ....iniiinnenenenennns $293 $342
Real estate commercial ........... 157 145
Real estate construction ......... 18 28

Total impaired loans .......... $468 $515

</TABLE>

The average recorded investment in certain impaired loans for the years
ended December 31, 1997, 1996 and 1995 was approximately $594 million, $542
million and $598 million, respectively. For the years ended December 31, 1997,
1996 and 1995, interest income recognized on impaired loans totaled $20 million
for 1997 and $26 million for both 1996 and 1995, all of which was recognized on
a cash basis.

On December 31, 1997, 1996 and 1995,
certain loans which are considered impaired,
and $706 million, respectively.

nonperforming loans, including
totaled $1.0 billion, $890 million
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The net amount of interest recorded during each year on loans that were
classified as nonperforming or restructured on December 31, 1997, 1996 and 1995
was $49 million, $35 million and $27 million, respectively. If these loans had
been accruing interest at their originally contracted rates, related income
would have been $128 million, $103 million and $102 million in 1997, 1996 and
1995, respectively.

Foreclosed properties amounted to $117 million, $153 million and $147
million on December 31, 1997, 1996 and 1995, respectively. The cost of carrying
foreclosed properties amounted to $9 million, $8 million and $13 million in
1997, 1996 and 1995, respectively.

Note Six -- Short-Term Borrowings and Long-Term Debt

NationsBank, N.A. and NationsBank of Texas, N.A. maintain a program to
offer up to $9.0 billion of bank notes from time to time with fixed or floating
rates and maturities from 30 days to 15 years from date of issue. On December
31, 1997 and 1996, there were short-term bank notes outstanding of $304 million
and $872 million, respectively. In addition, there were bank notes outstanding
on December 31, 1997 and 1996 totaling $5.1 billion and $3.5 billion,
respectively, which were classified as long-term debt.

On December 31, 1997, the Corporation had unused commercial paper back-up
lines of credit totaling $1.5 billion of which $1.0 billion expires in October
1998 and $500 million expires in October 2002. These lines were supported by
fees paid to unaffiliated banks.
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The contractual maturities of long-term debt on December 31 were (dollars in

millions):

Amount
Outstanding

1996
Amount
Outstanding

<TABLE>
<CAPTION>
1997
Various Various
Fixed-Rate Floating-Rate
Debt Debt
Obligations Obligations
<S> <C> <C>
Parent company
Senior debt
DUE 1N 1997 ittt ittt it e e et e $ - $ -=
Due 1n 1998 ittt i i i i i e, 924 1,065
Due 1n 1990 . e e e e e 126 1,648

$



DUE 3N 2000 -+ttt ute e e e e e e 472 1,118 1,590 1,566

Due 1n 2001 ..ttt ittt e e e e e e e 499 1,103 1,602 1,602
Due 1n 2002 ittt ittt e e e e e e e e 20 1,455 1,475 1,268
Thereafter ...ttt ittt ittt e 622 1,842 2,464 1,512

2,663 8,231 10,894 9,429

Subordinated debt

Due in 1997 .ttt e e - -= -- 75
Due in 1999 ... e e e 130 -- 130 130
Due in 2001 ..ttt ittt e e e 449 -= 449 299
Due in 2002 ...ttt i i et e 350 -- 350 349
Thereafter ...ttt ittt e 4,259 1,275 5,534 4,968

5,188 1,275 6,463 5,821
Total parent company long-term debt ............... 7,851 9,506 17,357 15,250

Banking and nonbanking subsidiaries
Senior debt

DUE 1N 1997 ittt ittt e e e e e e e e -- -= -= 1,302
Due 1n 1998 ittt it e e e e e e e 660 2,977 3,637 2,886
Due 1n 1990 ...t e e e e e 99 1,410 1,509 224
Due 1n 2000 ..ttt ittt ittt e e e e e e 354 2,932 3,286 1,928
Due 1n 2001 ittt ittt e e e e e e e e e e 178 277 455 347
Due 1n 2002 ..ttt ittt e e e e e e e 17 284 301 35
Thereafter ...ttt e et et 125 172 297 404

1,433 8,052 9,485 7,126

Subordinated debt

Due 1n 1997 ittt i i e i e e - -= - 5
Due in 2004 and thereafter ............ i, 300 8 308 308
300 8 308 313

Total banking and nonbanking subsidiaries long-term

10 L o 1,733 8,060 9,793 7,439

59, 584 517,566 27,150 22,689

Obligations under capital leases ......iieeiinninnnn. T T _____;; ____;;g
Total long-term debt .......iiiiiiiiiiiiiennnneenns ;;;:;6; ;;;:;g;
</TABLE> T T

As part of its interest rate risk management activities, the Corporation
enters into risk management interest rate contracts for certain long-term debt
issuances. Through the use of interest rate swaps, $2.2 billion of fixed-rate
debt with rates ranging from 5.60 percent to 8.57 percent have been effectively
converted to floating rates primarily at spreads over LIBOR.

On December 31, 1997, including the effects of interest rate contracts for
certain long-term debt issuances, the weighted average effective interest rates
for total long-term debt, total fixed-rate debt and total floating-rate debt
(based on the rates in effect on December 31, 1997) were 6.45 percent, 7.30
percent and 5.98 percent, respectively.
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As described below, certain debt obligations outstanding on December 31,
1997 may be redeemed prior to maturity at the option of the Corporation
(dollars in millions) :

<TABLE>
<CAPTION>
Amount
Year Redeemable Year of Maturities Outstanding
<S> <C> <C>
Currently redeemable 2002 $ 28
1998 2000 500
1999 - 2000 2005 - 2011 716
2001 - 2005 2006 - 2024 455
</TABLE>

Main Place Real Estate Investment Trust (MPREIT), a limited purpose
subsidiary of NationsBank, N.A., had $4.0 billion of mortgage-backed bonds
outstanding on December 31, 1997. Of this amount, $1.0 billion was issued
during March 1997. MPREIT had outstanding mortgage loans of $16.6 billion on
December 31, 1997, of which $6.0 billion served as collateral for the



outstanding mortgage-backed bonds.

Under its Euro medium-term note program, the Corporation may offer up to
$4.5 billion of senior or subordinated notes exclusively to non-United States
residents. The notes bear interest at fixed or floating rates and may be
denominated in U.S. dollars or foreign currencies. The Corporation uses foreign
currency contracts to convert foreign-denominated debt into U.S. dollars. On
December 31, 1997, $2.3 billion of notes was outstanding under this program.

Since October 1996, the Corporation formed four wholly owned grantor
trusts (Capital Trusts I, II, III and IV) to issue preferred securities and to
invest the proceeds of such preferred securities into notes of the Corporation.
Certain of the preferred securities were issued at a discount. Such preferred
securities may be redeemed prior to maturity at the option of the Corporation.
The sole assets of each of the Capital Trusts are the Junior Subordinated Notes
of the Corporation (the Notes) held by such Capital Trusts. Such securities
qualify as Tier 1 Capital for regulatory purposes.

Payment of periodic cash distributions and payment upon liquidation or
redemption with respect to preferred securities is guaranteed by the
Corporation to the extent of funds held by the Trusts (the Preferred Securities
Guarantee). The Preferred Securities Guarantee, when taken together with the
Corporation's other obligations including its obligations under the Notes, will
constitute a full and unconditional guarantee, on a subordinated basis, by the
Corporation of payments due on the preferred securities.

The terms of the preferred securities are summarized as follows (dollars
in millions):

<TABLE>
<CAPTION>
Capital Trust I Capital Trust II Capital Trust III
Trust IV
(Issued (Issued (Issued
(Issued
December 1996) December 1996) February 1997)
1997)
<S> <C> <C> <C>
<C>
Face amount 1sSsued .....euiviiiiintnenneneennenns $600 $365 $500
$500
Aggregate principal amount of the Notes ......... 619 376 516
516
Interest rate ...ttt i i i i e 7.84% 7.83% 3-mo. LIBOR
8.25%
+55 bps
Redeemable . ...ttt e it e e e December 2001 December 2006 January 2007
April 2007
1 o s December 2026 December 2026 January 2027
April 2027
</TABLE>

As of March 6, 1998, the Corporation had the authority to issue
approximately $2.9 billion of corporate debt securities and preferred and
common stock under its existing shelf registration statements and $2.1 billion
of corporate debt securities under the Euro medium-term note program.

63

Note Seven -- Shareholders' Equity and Earnings Per Common Share

As of December 31, 1997, the Corporation had issued 2.2 million shares of
ESOP Convertible Preferred Stock, Series C (ESOP Preferred Stock). The ESOP
Preferred Stock has a stated and liquidation value of $42.50 per share,
provides for an annual cumulative dividend of $3.30 per share and each share is
convertible into 1.68 shares of the Corporation's common stock. ESOP Preferred
Stock in the amount of $86 million, $7 million and $6 million in 1997, 1996,
and 1995, respectively, was converted into the Corporation's common stock.

As consideration in the merger of NationsBank, N.A. (South) and
NationsBank, N.A. during the second quarter of 1997, NationsBank, N.A.
exchanged approximately $73 million for preferred stock issued by NationsBank,
N.A. (South) in the 1996 acquisition of Citizens Federal Bank, F.S.B. Such
preferred stock consisted of approximately .5 million shares of NationsBank,
N.A. (South) 8.50% Series H Noncumulative Preferred Stock and approximately 2.4
million shares of NationsBank, N.A. (South) 8.75% Series 1993A Noncumulative
Preferred Stock.

During 1997 and 1996, the Corporation repurchased approximately 96 million
shares of common stock and approximately 34 million shares of common stock,
respectively, under various stock repurchase programs authorized by the Board

Capital



of Directors.

Other shareholders'
(dollars in millions) :

equity on December 31 was comprised of the following

<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Restricted stock award plan deferred compensation .... S (23) S (10)
Net unrealized gains (losses)
on available for sale securities
and marketable equity securities, net of tax.......... 393 86
Loan tO ESOP trUST v ittt ittt et ettt et et eenannenn (31) (48)
Foreign exchange translation adjustments and other (18) (18)
$ 321 S 10
</TABLE>
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In accordance with SFAS No. 128, "Earnings per Share," the calculation of
earnings per common share and diluted earnings per common share is presented
below (dollars in millions, except per share information, shares in thousands) :
<TABLE>
<CAPTION>
1997 1996 1995
<S> <C> <C> <C>
Earnings per common share computation
J L= S 1o Koo ) 11T $ 3,077 $ 2,375 $ 1,950
Total preferred stock dividends ........ii ittt iinienennnnns (11) (15) (8)
Income available to common shareholdersS ........iiuiiienneenennennnnn $ 3,066 S 2,360 $ 1,942
Average common shares 1SsUed .. ...ttt iiitittneeeeeeeeenenaeenens 717,450 590,216 544,959
Earnings per COommon Share ... ...ttt ittt ittt ettt ettt S 4.27 S 4.00 $ 3.56
Diluted earnings per common share computation
Income available to common shareholders .......iiiieeteeenneeennennns $ 3,066 $ 2,360 $ 1,942
Total preferred stock dividends ........ii ittt iinienennnnns 11 15 8
Preferred stock dividends on nonconvertible stock .......... ... ... ... (4) (8) --
Effect of assumed CONVErSiOoNS . ...ttt ittt ittt eneens 7 7 8
Income available to common shareholders and assumed conversions ..... $ 3,073 $ 2,367 $ 1,950
Average common shares 1ssUed ...ttt ittt ittt nneeeeeenneeenennnns 717,450 590,216 544,959
Incremental shares from assumed conversions:
Convertible preferred stoCk ...ttt it ittt 3,683 3,896 4,582
1S oY oY o ) i o Y« = 16,658 9,235 4,726
Dilutive potential commoOn Shares .. ... iiiit it nittetnneenenneeneenns 20,341 13,131 9,308
Total dilutive average common shares issued .........ociuiiiienennnnn. 737,791 603,347 554,267
Diluted earnings per COMMON SHATE ..ttt ieeneneneneaeaeaeaeneanans S 4.17 $ 3.92 $ 3.52
</TABLE>
Note Eight -- Commitments and Contingencies and Off-Balance Sheet Financial
Instruments

In the normal course of business, the Corporation enters into a number of
off-balance sheet commitments. These commitments expose the Corporation to
varying degrees of credit and market risk and are subject to the same credit
and risk limitation reviews as those recorded on the balance sheet.

Credit Extension Commitments

The Corporation enters into commitments to extend credit, standby letters
of credit and commercial letters of credit to meet the financing needs of its



customers. The commitments shown below have been reduced by amounts
collateralized by cash and amounts participated to other financial
institutions. The following summarizes commitments outstanding on December 31
(dollars in millions) :

<TABLE>
<CAPTION>
1997 1996

<S> <C> <C>
Commitments to extend credit

Credit card cOommMitments ...t ii e ie et eenennennnnn S 27,480 $24,255

Other loan COMMITMENTS & it ittt ittt ettt ettt eneeeeeennns 100,405 82,506
Standby letters of credit and financial guarantees ........ 11,663 10,060
Commercial letters of credit ..........iiuiiiiiiiininnnnnnn 903 761
</TABLE>

Commitments to extend credit are legally binding, generally have specified
rates and maturities and are for specified purposes. The Corporation manages the
credit risk on these commitments by subjecting these commitments to normal
credit approval and monitoring processes and protecting against deterioration in
the borrowers' ability to pay through adverse-change clauses which require
borrowers to maintain various credit and liquidity measures. There were no
unfunded commitments to any industry or country greater than 10 percent of total

65

unfunded commitments to lend. Credit card lines are unsecured commitments which
are reviewed at least annually by management. Upon evaluation of the customers'
creditworthiness, the Corporation has the right to terminate or change the
terms of the credit card lines. Of the December 31, 1997 other loan
commitments, $37.4 billion is scheduled to expire in less than one year, $44.6
billion in one to five years and $18.4 billion after five years.

Standby letters of credit (SBLC) and financial guarantees are issued to
support the debt obligations of customers. If a SBLC or financial guarantee is
drawn upon, the Corporation looks to its customer for payment. SBLCs and
financial guarantees are subject to the same approval and collateral policies
as other extensions of credit. Of the December 31, 1997 SBLCs and financial
guarantees, $7.8 billion is scheduled to expire in less than one year, $3.6
billion in one to five years and $269 million after five years.

Commercial letters of credit, issued primarily to facilitate customer
trade finance activities, are collateralized by the underlying goods being
shipped by the customer and are generally short term.

For each of these types of instruments, the Corporation's maximum exposure
to credit loss is represented by the contractual amount of these instruments.
Many of the commitments are collateralized or are expected to expire without
being drawn upon; therefore, the total commitment amounts do not necessarily
represent risk of loss or future cash requirements.

Derivatives

Derivatives utilized by the Corporation include interest rate swaps,
financial futures and forward settlement contracts and option contracts. A swap
agreement is a contract between two parties to exchange cash flows based on
specified underlying notional amounts and indices. Financial futures and
forward settlement contracts are agreements to buy or sell a quantity of a
financial instrument, currency or commodity at a predetermined future date and
rate or price. An option contract is an agreement that conveys to the purchaser
the right, but not the obligation, to buy or sell a quantity of a financial
instrument, index, currency or commodity at a predetermined rate or price at a
time or during a period in the future. These option agreements can be
transacted on organized exchanges or directly between parties.

Asset and Liability Management Activities

Risk management uses interest rate contracts in the asset and liability
management (ALM) process. Such contracts, which are generally non-leveraged
generic interest rate and basis swaps and options, allow the Corporation to
effectively manage its interest rate risk position.

Generic interest rate swaps involve the exchange of fixed-rate and
variable-rate interest payments based on the contractual underlying notional
amounts. Basis swaps involve the exchange of interest payments based on the
contractual underlying notional amounts, where both the pay rate and the
receive rate are floating rates based on different indices. Option products
primarily consist of caps and floors.



The following table outlines the Corporation's ALM contracts on December
31, 1997 (dollars in millions):

<TABLE>
<CAPTION>
Weighted
Weighted Average

Notional Average Receive Unrealized

Amount Pay Rate Rate Gain/ (Loss)
<S> <C> <C> <C> <C>
Generic receive fixed ......... $28,237 6.00% 6.49% $303
Generic pay fixed ............. 1,487 6.92 5.97 (22)
Basis SWapS .« 2,308 5.92 5.86 (1)
Option products ............... 5,902 (7)

Total tii ittt et $37,934 $273

</TABLE>

In addition to the contracts in the table above, the Corporation uses
foreign currency contracts to manage the foreign exchange risk associated with
certain foreign-denominated liabilities. Foreign currency swaps involve the
conversion of certain scheduled interest and principal payments denominated in
foreign currencies. On December 31, 1997, these contracts had a notional value
of $2.7 billion and a net market value of negative $67 million.
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The net unrealized appreciation in the estimated value of the ALM interest
rate and net negative market value in the ALM foreign exchange contract
portfolio should be viewed in the context of the overall balance sheet. The
value of any single component of the balance sheet or off-balance sheet
positions should not be viewed in isolation.

Credit Risk Associated with Derivatives Activities

Credit risk associated with ALM and trading derivatives is measured as the
net replacement cost should the counterparties with contracts in a gain
position completely fail to perform under the terms of those contracts and any
collateral underlying the contracts proves to be of no value. In managing
derivatives credit risk, both the current exposure, which is the replacement
cost of contracts on the measurement date, as well as an estimate of the
potential change in value of contracts over their remaining lives are
considered. In managing credit risk associated with its derivatives activities,
the Corporation deals with creditworthy counterparties, primarily U.S. and
foreign commercial banks, broker-dealers and corporates. On December 31, 1997,
credit risk associated with ALM activities was not significant.

During 1997, there were no material credit losses associated with ALM or
trading derivatives transactions. In addition, on December 31, 1997, there were
no material nonperforming derivatives positions. To minimize credit risk, the
Corporation enters into legally enforceable master netting agreements, which
reduce risk by permitting the close out and netting of transactions upon the
occurrence of certain events.

A portion of the derivatives-dealer activity involves exchange-traded
instruments. Because exchange-traded instruments conform to standard terms and
are subject to policies set by the exchange involved, including counterparty
approval, margin requirements and security deposit requirements, the credit
risk is minimal.

The table below presents the notional or contract amounts on December 31,
1997 and 1996 and the current credit risk amounts (the net replacement cost of
contracts in a gain position on December 31, 1997 and 1996) of the
Corporation's derivatives-dealer positions which are primarily executed in the
over-the-counter market for trading purposes. The notional or contract amounts
indicate the total volume of transactions and significantly exceed the amount
of the Corporation's credit or market risk associated with these instruments.
The credit risk amounts presented in the following table do not consider the
value of any collateral, but generally take into consideration the effects of
legally enforceable master netting agreements.

Derivatives-Dealer Positions
(Dollars in Millions)

<TABLE>
<CAPTION>



Contract/ Credit Risk Contract/ Credit Risk

Notional Amount (1) Notional Amount (1)
<S> <C> <C> <C> <C>
Interest Rate Contracts

S = 7= $408,254 $1,580 $252,187 $ 927
Futures and forwardsS ........eeueueuenn. 213,520 1 186,333 5
Written options ......iiiiiiininnne.. 449,810 -— 298,594 -
Purchased options ........... ... ..... 413,196 683 294,591 5601
Foreign Exchange Contracts
SWADS 4 et e e et ettt 1,980 127 1,303 24
Spot, futures and forwards .......... 53,438 685 94,028 1,137
Written options ............. ... 49,146 -— 63,081 -
Purchased options ........iiiiiinn.. 46,063 450 61,716 352
Commodity and Other Contracts
SWADPS t e vt vttt teesaneessenenasssennns 852 49 812 81
Futures and forwardS ........eeueuwueuenn. 2,739 -— 2,728 -
Written options ......ciiiiiiiiinnne.. 13,023 -— 14,004 -
Purchased options ........... ... ..... 13,011 346 13,828 357
Total before cross product netting . 3,921 3,444
Cross product netting .............. 368 286
Net replacement COSt .......vuovn.n.. $3,553 $3,158
</TABLE>

(1) Represents the net replacement cost the Corporation could incur should
counterparties with contracts in a gain position to the Corporation
completely fail to perform under the terms of those contracts. Amounts
include accrued interest.
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The table above includes both long and short derivatives-dealer positions.
The fair value of dealer positions on December 31, 1997 and 1996, as well as
their average fair values for 1997 and 1996 are disclosed in Note Four.

Securities Lending

During 1997, the Corporation sold substantially all of its securities
lending business. This transaction did not have a material impact on the
Corporation's results of operations or financial position.

When Issued Securities

When issued securities are commitments to purchase or sell securities in
the time period between the announcement of a securities offering and the
issuance of those securities. On December 31, 1997, the Corporation had
commitments to purchase and sell when issued securities of $6.5 billion and
$5.7 billion, respectively. On December 31, 1996, commitments to purchase and
sell when issued securities were $7.4 billion each.

Litigation

In the ordinary course of business, the Corporation and its subsidiaries
are routinely defendants in or parties to a number of pending and threatened
legal actions and proceedings, including several actions brought on behalf of
various classes of claimants. In certain of these actions and proceedings,
substantial money damages are asserted against the Corporation and its
subsidiaries and certain of these actions and proceedings are based on alleged
violations of consumer protection, securities, environmental, banking and other
laws. Management believes, based upon the advice of counsel, that the actions
and proceedings and losses, if any, resulting from the final outcome thereof,
will not be material in the aggregate to the Corporation's financial position
or results of operations.

Note Nine -- Regulatory Requirements And Restrictions

The Corporation's banking subsidiaries are required to maintain average
reserve balances with the Federal Reserve Bank (FRB) based on a percentage of
certain deposits. Average reserve balances held with the FRB to meet these
requirements amounted to $184 million and $554 million for 1997 and 1996,
respectively.

The primary source of funds for cash distributions by the Corporation to



its shareholders is dividends received from its banking subsidiaries. The
subsidiary banks, including those acquired through the Barnett merger, can
initiate aggregate dividend payments in 1998, without prior regulatory
approval, of $1.7 billion plus an additional amount equal to their net profits
for 1998, as defined by statute, up to the date of any such dividend
declaration. The amount of dividends that each subsidiary bank may declare in a
calendar year without approval by the Office of the Comptroller of the Currency
(OCC) 1is the bank's net profits for that year combined with its net retained
profits, as defined, for the preceding two years.

Regulations also restrict banking subsidiaries in lending funds to
affiliates. On December 31, 1997, the total amount which could be loaned to the
Corporation by its banking subsidiaries, including those acquired through the
Barnett merger, was approximately $1.8 billion. On December 31, 1997, no loans
to the Corporation from its banking subsidiaries were outstanding.

The Federal Reserve Board, the OCC and the Federal Deposit Insurance
Corporation (collectively, the Agencies) have issued regulatory capital
guidelines for U.S. banking organizations. As of December 31, 1997, the
Corporation and each of its banking subsidiaries were well capitalized under
this regulatory framework. There are no conditions or events since December 31,
1997 that management believes have changed either the Corporation's or its
banking subsidiaries' capital classifications. Failure to meet the capital
requirements can initiate certain mandatory and discretionary actions by
regulators that could have a material effect on the Corporation's financial
statements.

The regulatory capital guidelines measure capital in relation to the credit
risk of both on- and off-balance sheet items using various risk weights. Under
the regulatory capital guidelines, Total Capital consists of two tiers of
capital. Tier 1 Capital includes common shareholders' equity and qualifying
preferred stock, less goodwill and other adjustments. Tier 2 Capital consists of
preferred stock not qualifying as Tier 1 Capital, mandatory convertible debt,
limited amounts of subordinated debt, other qualifying term debt and the
allowance for credit losses up to 1.25 percent of risk-weighted assets. In
accordance with the FRB's amendment to its capital
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adequacy guidelines effective for periods beginning December 31, 1997, the
Corporation is now required to include its broker-dealer subsidiary, NationsBanc
Montgomery Securities LLC, when calculating regulatory capital ratios.
Previously, the Corporation had been required to exclude the equity, assets and
off-balance sheet exposures of its broker-dealer subsidiary.

A well-capitalized institution must maintain a Tier 1 Capital ratio of six
percent and a Total Capital ratio of ten percent. In order to meet minimum
regulatory capital requirements, an institution must maintain a Tier 1 Capital
ratio of four percent and a Total Capital ratio of eight percent.

The leverage ratio guidelines establish a minimum ratio of Tier 1 Capital
to quarterly average assets, excluding goodwill and certain other items, of
three to four percent. Banking organizations must maintain a leverage capital
ratio of at least five percent to be classified as well capitalized.

On September 12, 1996, the Agencies amended their regulatory capital
guidelines to incorporate a measure for market risk. In accordance with the
amended guidelines, the Corporation and any of its banking subsidiaries with
significant trading activity, as defined in the amendment, must incorporate a
measure for market risk in their regulatory capital calculations effective for
reporting periods after January 1, 1998. The revised guidelines are not
expected to have a material impact on the Corporation or its subsidiaries'
regulatory capital ratios or their well capitalized status.

The following table presents the actual capital ratios and amounts and
minimum required capital amounts for the Corporation and its significant
banking subsidiaries on December 31 (dollars in millions):

<TABLE>
<CAPTION>
1997 1996
Amount Required Amount Required
Actual for Minimum Actual for Minimum
————————————————————— Capital e Capital
Ratio Amount Adequacy Ratio Amount Adequacy

<S> <C> <C> <C> <C> <C> <C>

Tier 1 Capital
NationsBank Corporation ........ 6.50% $13,593 $ 8,371 7.76% $12,384 S 6,384



NationsBank, N.A. .............. 7.58 10,537 5,557 7.54 5,137 2,725
NationsBank of Texas, N.A. ..... 7.36 3,221 1,751 6.78 2,468 1,456
Total Capital
NationsBank Corporation ........ 10.89 22,787 16,742 12.66 20,208 12,770
NationsBank, N.A. .............. 10.98 15,256 11,113 10.41 7,093 5,451
NationsBank of Texas, N.A. ..... 10.13 4,434 3,502 10.19 3,706 2,910
Leverage Capital
NationsBank Corporation ........ 5.57 13,593 7,321 7.09 12,384 6,987
NationsBank, N.A. .............. 5.68 10,537 5,568 6.21 5,137 3,309
NationsBank of Texas, N.A. ..... 5.63 3,221 1,715 6.23 2,468 1,585
</TABLE>
During 1997, several subsidiaries including NationsBank, N.A. (South) and
various subsidiaries acquired in the purchase of Boatmen's were merged with and
into NationsBank, N.A. The capital ratios and amounts for NationsBank, N.A. as
of December 31, 1996 have not been restated to reflect the impact of such
mergers. In addition, the capital ratios and amounts for NationsBank
Corporation have not been restated at December 31, 1996 for amendments to the
regulatory capital guidelines during 1997.
Note Ten -- Employee Benefit Plans
The Corporation sponsors noncontributory trusteed pension plans that cover
substantially all officers and employees. The plans provide defined benefits
based on an employee's compensation, age at retirement and years of service. It
is the policy of the Corporation to fund not less than the minimum funding
amount required by the Employee Retirement Income Security Act.
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The following table sets forth the plans' estimated status on December 31
(dollars in millions) :
<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Actuarial present value of benefit obligation
Accumulated benefit obligation, including vested benefits of $1,241 and $813........... $(1,277) S (840)
Projected benefit obligation for service rendered to date .......ieiiiinininennnnnnnn. $(1,301) S (997)
Plan assets at fair value, primarily listed stocks, fixed income securities
£ 00 Y B S Y it = 1,640 1,202
Plan assets in excess of projected benefit obligation ........iiiiiiiii it nnnnns 345 205
Unrecognized ML LOSS .t it i it it ittt ettt et ettt et et e et e et ae et eeeeeeteneeaeeaeeeen 264 187
Unrecognized net transition asset being amortized ..... ...ttt teennnnenns (9) (12)
Unrecognized prior service benefit being amortized ........ ...ttt innennnn (138) (33)
Deferred investment Gall ...ttt ittt ittt ittt ta ettt enae ettt (39) (39
Prepaild PeNSIOn COSE ittt ittt ittt et ettt et ettt et eaa e e $ 423 $ 308

</TABLE>

Net periodic pension expense
included the following components

(benefit) for the years ended December 31
(dollars in millions):

<TABLE>
<CAPTION>
1997 1996 1995
<S> <C> <C> <C>
Service cost-benefits earned during the period ........ S 45 $ 43 $ 35
Interest cost on projected benefit obligation ......... 95 77 74
Actual return on plan assetsS ..ttt ittt et e (185) (148) (199)
Net amortization and deferral ...........ciiiiiuiinnenn. 29 39 95
Net periodic pension expense (benefit) ............... S (16) S 11 S 5

</TABLE>

For December 31, 1997, the weighted average discount rate and rate of
increase in future compensation used in determining the actuarial present value
of the projected benefit obligation were 7.5 percent and 4.0 percent,
respectively. The related expected long-term rate of return on plan assets was
10.0 percent. For December 31, 1996, the weighted average discount rate, rate



of increase in future compensation and expected long-term rate of return on
plan assets were 8.0 percent, 4.0 percent and 10.0 percent, respectively.

Health and Life Benefit Plans

In addition to providing retirement benefits, the Corporation provides
health care and life insurance benefits for active and retired employees.
Substantially all of the Corporation's employees, including certain employees
in foreign countries, may become eligible for postretirement benefits if they
reach early retirement age while employed by the Corporation and they have the
required number of years of service. Under the Corporation's current plan,
eligible retirees are entitled to a fixed dollar amount for each year of
service. Additionally, certain current retirees are eligible for different
benefits attributable to prior plans.

All of the Corporation's accrued postretirement benefit liability was
unfunded at December 31, 1997. The "projected unit credit" actuarial method was
used to determine the normal cost and actuarial liability.

A reconciliation of the estimated status of the postretirement benefit
obligation on December 31 is as follows (dollars in millions):

<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Accumulated postretirement benefit obligation
S e otV = $ (196) $(148)
Fully eligible active participants ............... (11) (3)
Other active plan participants .........ciiiiinn.. (59) (42)
(266) (193)
Unamortized transition obligation ................. 109 116
Unamortized service cost .......iiiiiiiiiiiiiiiin. 1 1
Unrecognized net 1o0Ss (gain) ....eeiiiiennennenn. 10 (1)
Accrued postretirement benefit liability ......... S (146) S (77)
</TABLE>

70

Net periodic postretirement expense (benefit) for the years ended December
31 included the following (dollars in millions):

<TABLE>
<CAPTION>
1997 1996 1995

<S> <C> <C> <C>
ST VI CE COSE v ittt it et e e et e e e e e e e e et e e e e e e $ 3 $ 3 $ 2
Interest cost on accumulated postretirement benefit obligation ..... 20 15 15
Amortization of transition obligation over 20 years ................ 7 7 7
Amortization Of Gains vttt ittt i e e e e e e e (3) (1) (5)

Net periodic postretirement €XPensSe . ...ttt i ineeeeeennnaeeenn $27 $24 $19
</TABLE>

The health care cost trend rates used in determining the accumulated
postretirement benefit obligation were 6.50 percent for pre-65 benefits and
4.75 percent for post-65 benefits. A one-percent change in the average health
care cost trend rates would increase the accumulated postretirement benefit
obligation by 6 percent and the aggregate of the service cost and interest cost
components of net periodic postretirement benefit cost by 5 percent. The
weighted average discount rate used in determining the accumulated
postretirement benefit obligation was 7.5 percent and 8.0 percent at December
31, 1997 and 1996, respectively.

Savings and Profit Sharing Plans

In addition to the retirement plans, the Corporation maintains several
defined contribution savings and profit sharing plans, one of which features a
leveraged employee stock ownership (ESOP) provision.

For 1997, 1996 and 1995, the Corporation contributed approximately $45
million, $39 million and $43 million, respectively, in cash which was utilized
primarily to purchase the Corporation's common stock under the terms of these



plans. On December 31, 1997, an aggregate of 21,405,686 shares of the
Corporation's common stock and 2,192,387 shares of ESOP preferred stock were
held by the Corporation's various savings and profit sharing plans.

Under the terms of the ESOP provision, payments to the plan for dividends
on the ESOP Preferred Stock were $7 million for both 1997 and 1996 and $8
million for 1995. Interest incurred to service the ESOP debt amounted to $2
million, $3 million and $4 million for 1997, 1996 and 1995, respectively.

Stock Option and Award Plans

At December 31, 1997, the Corporation had certain stock-based compensation
plans (the Plans) which are described below. The Corporation applies the
provisions of Accounting Principles Board Opinion No. 25 in accounting for its
stock option and award plans and has elected to provide SFAS 123 disclosures as
if the Corporation had adopted the fair-value based method of measuring
outstanding employee stock options in 1997 and 1996 as indicated below (dollars
in millions except per share data):

<TABLE>
<CAPTION>
As Reported Pro Forma

1997 1996 1997 1996
<S> <C> <C> <C> <C>
Net INCOME 4ttt ittt ettt ittt e ettt et eenaeeeeenn $ 3,077 $ 2,375 $ 2,901 $ 2,282
Net income available to common shareholders ...... 3,066 2,360 2,890 2,267
Earnings per common share .........oiiuieeeennnnnes 4.27 4.00 4.03 3.84
Diluted earnings per common share ................ 4.17 3.92 3.93 3.77
</TABLE>
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In determining the pro forma disclosures above, the fair value of options
granted was estimated on the date of grant using the Black-Scholes
option-pricing model. The Black-Scholes model was developed to estimate the
fair value of traded options, which have different characteristics than
employee stock options, and changes to the subjective assumptions used in the
model can result in materially different fair value estimates. The weighted
average grant-date fair values of the options granted during 1997 and 1996 were
based on the following assumptions:

27.

<TABLE>
<CAPTION>
Risk-Free Dividend

Interest Rates Yield Expected Lives
Volatility

1997 1996 1997 1996 1997 1996
1996
<S> <C> <C> <C> <C> <C> <C>
<C>
1996 Associates Stock Option Award Plan ... 6.31% 6.44% 3.50% 3.55% 3 years 4 years
21.4% 20.8%
Key Employee Stock Plan ..........cvuieenn.n 6.29 5.52 3.50 3.55 7 years 7 years
24.6
</TABLE>

Compensation expense under the fair-value based method is recognized over
the vesting period of the related stock options. Accordingly, the pro forma
results of applying SFAS 123 in 1997 and 1996 may not be indicative of future
amounts.

1996 Associates Stock Option Award Plan:

Under the 1996 Associates Stock Option Award Plan (ASOP), as amended, the
Corporation has granted to certain full- and part-time employees options to
purchase an aggregate of approximately 47 million shares of the Corporation's
common stock. Under the ASOP, options generally become vested once the
Corporation's common stock attains certain predetermined closing market prices
for at least ten consecutive trading days. Approximately 42 million of the
options granted under the ASOP have vested, 32 million of which have an
exercise price of $42 1/8 per share and 10 million of which have an exercise
price of $49 7/16 per share. Approximately 5 million of the remaining options



granted under the ASOP have an exercise price of $56 1/8 per share and, in
general, become 50% vested after the Corporation's common stock closes at or
above $68 per share for ten consecutive trading days and become fully (100%)
vested after the Corporation's common stock closes at or above $80 per share
for ten consecutive trading days, provided that such options may not vest prior
to April 1, 1998. Notwithstanding the price, any outstanding unvested options
generally vest and become exercisable on July 1, 2000. All options granted

under the ASOP expire on June 29, 2001.
Key Employee Stock Plan:
The Key Employee Stock Plan (KEYSOP), as amended and restated, provides

for different types of awards including stock options, restricted stock and
performance shares. Under the KEYSOP, ten-year options to purchase
approximately 19 million shares of common stock have been granted to certain
employees at the closing market price on the respective grant dates. Options
granted under the KEYSOP generally vest in three or four equal annual
installments. Additionally, 645 thousand shares of restricted stock were
granted during 1997. These shares generally vest in three substantially equal
installments beginning January 1998.

On January 2, 1998, ten-year options to purchase approximately 3.8 million
shares of common stock at $60 3/4 per share were granted to certain employees.
On February 2, 1998, ten-year options to purchase approximately 900 thousand
shares of common stock at $61 7/16 per share were granted to certain employees.
For both grants, options vest and become exercisable in three equal annual
installments beginning one year from the date of grant. Additionally, on
January 9, 1998, approximately 1.3 million shares of restricted stock and
ten-year options to purchase 495 thousand shares of common stock were granted
to certain former Barnett executives in connection with their employment with
the Corporation. These shares of restricted stock generally vest in two or
three equal annual installments. These options were granted at $59 and become
fully vested and exercisable two years from date of grant.

Other Plans:

Additional options and restricted stock under former plans and stock
options assumed in connection with various acquisitions remain outstanding and
are included in the tables below. No further awards may be granted under these
plans.
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The following tables present the status of the Plans as of December 31,

1997, 1996 and 1995, and changes during the years then ended:
<TABLE>
<CAPTION>
1997 1996 1995
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Employee Stock Options Shares Price Shares Price Shares Price
<S> <C> <C> <C> <C> <C> <C>
Outstanding at beginning of
VAT 4t ettt et e 44,540,150 s 37.22 12,788,762 $ 23.52 12,741,502 $ 20.34
Shares due to acquisitions 5,869,602 22.72 1,098,580 17.26 264,446 19.55
Granted .......ciiiiiiiiiiian 20,953,823 53.31 38,259,496 41.08 7,920,000 26.82
Exercised ......... ... (27,378,510) 39.53 (3,783,170) 20.69 (7,691,186) 21.39
Forfeited ........ciiiiiia.. (2,421,652) 49.34 (3,823,518) 40.57 (446,000) 25.43
Outstanding at end of year 41,563,413 41.05 44,540,150 37.22 12,788,762 23.52
Options exercisable at year
ENd v e e e e e 28,810,939 37.37 7,591,598 24.38 6,805,944 20.66
Weighted-average fair value
of options granted during
the year ........c .. $ 10.93 $ 7.82 $ 6.91
</TABLE>
<TABLE>
<CAPTION>
1997 1996 1995



Weighted-

Average

Restricted Stock Awards

Grant

(includes KEYSOP)

Price

<S>

Outstanding unvested grants at

beginning of year

22.93
Granted
24.50
Vested
22.39
Canceled
22.75

Outstanding unvested grants at end

of year
23.23

</TABLE>

The following table summarizes information about stock
on December 31,

<TABLE>
<CAPTION>

Range of
Exercise Prices

</TABLE>

Note Eleven

The components of income tax expense for the years ended December

.00-$30.
.01-546.
$ 46.51-565.

.00-$65.

00
50
50

50

1997:

<C>

.. 1,341,550

645,000
(876,830)

(13,020)

Weighted-
Average
Grant

Price

51.20
22.45

24.58

40.68

Options Outstanding

2,520,892 $ 23.23

Weighted-
Average
Grant

Price

3,633,704 $

- - 125,000

(1,106,062) 22.76 (1,136,732)
(73,280) 24.36 (101,080)

1,341,550 23.55 2,520,892

options outstanding

Options Exercisable

Number
Outstanding

at December 31

9,385,277
18,805,751
13,372,385

—-— Income Taxes

(dollars in millions) :

Weighted-Average

Remaining
Contractual Life

years
years
years

years
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<TABLE>
<CAPTION>
1997
<S> <C>
Current portion -- expense
Federal vttt $1,228
State i e 60
FOoreign v ittt ettt it 17
1,305
Deferred portion -- expense (benefit)
Federal .......ciiiiiiiiiiiiininnnn. 399
State ... e 13
Foreign ...ttt ettt 2
414
Total income tax expense .......... $1,719

</TABLE>

Weighted-Average
Exercise Price

$1,259

23.
40.
54.

41.

$1,

43
00
91

05

041

Number
Exercisable
at December 31

Weighted-Average
Exercise Price

<C> <C>
7,773,277 $ 22.73
16,359,651 40.78
4,678,011 49.74
28,810,939 37.37
31 were

The preceding table does not reflect the tax effects of unrealized gains



and losses on securities available for sale and marketable equity securities
that are included in shareholders' equity and certain tax benefits associated
with the Corporation's employee stock plans. As a result of these tax effects,
shareholders' equity increased (decreased) by $60 million, $193 million and
($250) million in 1997, 1996 and 1995, respectively.

The Corporation's current income tax expense approximates the amounts
payable for those years.

Deferred income tax expense represents the change in the deferred tax
asset or liability and is discussed further below.

A reconciliation of the expected federal income tax expense to the actual
consolidated income tax expense for the years ended December 31 was as follows
(dollars in millions) :

<TABLE>
<CAPTION>
1997 1996 1995
<S> <C> <C> <C>
Expected federal taX €XPENSE . ...t iiniinneeneenns $1,679 $1,272 $1,047
Increase (decrease) in taxes resulting from
Tax—exempt 1NCOME i ittt ittt ettt eneerenennnens (55) (37) (32)
State tax expense, net of federal benefit ......... 52 37 55
Goodwill amortization .........ciiiiiiiiiiiiiiiinns 121 21 12
[0 o0 oL (78) (34) (41)
Total income tax EXPENSE ... evewenene ceeeenennn $1,719 $1,259 $1,041
</TABLE>
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Significant components of the Corporation's deferred tax (liabilities)
assets on December 31 were as follows (dollars in millions):

<TABLE>
<CAPTION>
1997 1996
<S> <C> <C>
Deferred tax liabilities
Securities available for sale .......ciiiiiiiiininnnnnn. $ (198) s (45)
Equipment lease financing ...........eiiiiiiininnennns (1,290) (982)
Depreciation ittt e e e e e (181) (150)
Intangibles .ottt e e e e e e e e (122) (88)
Employee retirement benefits .......... i, (65) (88)
(O o0 oL R o Y P (296) (216)
Gross deferred tax liabilities ... iiiieeeeeeennnnnn (2,152) (1,569)
Deferred tax assets
Employee benefits ..ttt ittt e e 122 90
Net operating loss carryforwards ..........c.eeeuieenenn. 58 47
Allowance for credit 10SSeS ...ttt it 953 791
Foreclosed properties . ...ttt ittt tnnenneennns 24 13
Loan fees and EXPEeNSES ittt ittt teeeneneeeseeenaeseens 44 34
General business credit carryforwards ................. 6 10
Other, Net ittt ittt et ettt et ettt et ettt enaaeans 267 156
Gross deferred tax @sSSetsS .t uv i ittt ittt ie et 1,474 1,141
Valuation 8llOoWaANCEe v v v v ettt eeeeeeeeeeeneeeeneeeenns (44) (50)
Gross deferred tax assets, net of valuation allowance 1,430 1,091
Net deferred tax liabilities ...t iiieeennn S (722) S (478)

</TABLE>

The Corporation's deferred tax assets on December 31, 1997 include a
valuation allowance of $44 million representing primarily net operating loss
carryforwards for which it is more likely than not that realization will not
occur. The net change in the valuation allowance for deferred tax assets was a
decrease of $6 million due to the realization of certain state deferred tax
assets.

Note Twelve -- Fair Values of Financial Instruments

SFAS No. 107, "Disclosures About Fair Value of Financial Instruments"



(SFAS 107), requires the disclosure of the estimated fair values of financial
instruments. The fair value of a financial instrument is the amount at which
the instrument could be exchanged in a current transaction between willing
parties, other than in a forced or ligquidation sale. Quoted market prices, if
available, are utilized as estimates of the fair values of financial
instruments. Because no quoted market prices exist for a significant part of
the Corporation's financial instruments, the fair values of such instruments
have been derived based on management's assumptions, the amount and timing of
future cash flows and estimated discount rates. The estimation methods for
individual classifications of financial instruments are described more fully
below. Different assumptions could significantly affect these estimates.
Accordingly, the net realizable values could be materially different from the
estimates presented below.

In addition, the estimates are only indicative of the value of individual
financial instruments and should not be considered an indication of the fair
value of the combined Corporation.

The provisions of SFAS 107 do not require the disclosure of nonfinancial
instruments, including intangible assets. The value of the Corporation's
intangibles such as goodwill, franchise, credit card and trust relationships
and MSRs, is significant.
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Short-Term Financial Instruments

The carrying values of short-term financial instruments, including cash
and cash equivalents, federal funds sold and purchased, resale and repurchase
agreements, and commercial paper and short-term borrowings, approximate the
fair values of these instruments. These financial instruments generally expose
the Corporation to limited credit risk and have no stated maturities, or have
an average maturity of less than 30 days and carry interest rates which
approximate market.

Financial Instruments Traded in the Secondary Market

Securities held for investment, securities available for sale, loans held
for sale, trading account instruments, long-term debt and trust preferred
securities traded actively in the secondary market have been valued using
quoted market prices.

Loans

Fair values were estimated for groups of similar loans based upon type of
loan, credit quality and maturity. The fair value of loans was determined by
discounting estimated cash flows using interest rates approximating the
Corporation's December 31 origination rates for similar loans. Where quoted
market prices were available, primarily for certain residential mortgage loans

’

such market prices were utilized as estimates for fair values. Contractual cash

flows for residential mortgage loans were adjusted for estimated prepayments
using published industry data. Where credit deterioration has occurred,
estimated cash flows for fixed- and variable-rate loans have been reduced to
incorporate estimated losses.

Deposits

The fair value for deposits with stated maturities was calculated by
discounting contractual cash flows using current market rates for instruments
with similar maturities. For deposits with no stated maturities, the carrying
amount was considered to approximate fair value and does not take into account
the Corporation's long-term relationships with depositors.

The book and fair values of financial instruments for which book and fair
value differed on December 31 were (dollars in millions):

<TABLE>
<CAPTION>
1997
Book
Value
<S> <C> <
Financial assets
Loans, net of unearned INCOME ... ..ttt ttttneeeeeeeennnnn $136,801
Allowance for Credit 1OSSES v ittt ieee et eeeeeeeeeenneeenns (2,782)

Financial liabilities

$139,200

1996
Book Fair
Value Value
<C> <C>
$116,711 $117,525
(2,315) -=



L oY T = 138,194 138,563 106,498

Trust preferred securities ...ttt ittt 1,955 2,031 965
Long-term debt (excluding obligations under capital leases) .. 27,150 27,711 22,689
</TABLE>

For all other financial instruments, book value approximates fair value.

Off-Balance Sheet Financial Instruments

The fair value of the Corporation's ALM and other derivatives contracts is
presented in the Derivatives section in Note Eight and the MSRs section of Note
One to the consolidated financial statements.

The fair value of liabilities on binding commitments to lend is based on
the present value of cash flow streams using fee rates currently charged for
similar agreements versus original contractual fee rates, taking into account
the creditworthiness of the borrowers. The fair values were liabilities of
approximately $113 million and $190 million on December 31, 1997 and 1996,
respectively.
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Note Thirteen -- NationsBank Corporation (Parent Company)
The following tables present consolidated parent company financial

information (dollars in millions):

Condensed Consolidated Statement of Income

<TABLE>
<CAPTION>
Year Ended December 31
1997 1996 1995
<S> <C> <C> <C>
Income
Dividends from consolidated
Subsidiary banks and bank holding companies ......... $3,332 $2,309 $ 999
Other subsidiaries ..... ..ttt eiieinnennns 34 210 7
Interest from consolidated subsidiaries ............... 907 799 635
Other InCOmME ...ttt ittt ettt ettt e eaennn 563 593 547
4,836 3,911 2,188
Expenses
Interest on borrowed funds .....uiii ittt tttnnneeeeennn 1,363 1,051 835
NONIiNterest EXPENSE ..ttt i ittt nteeeeneneeenaeenenns 483 519 462
1,846 1,570 1,297
Earnings
Income before equity in undistributed earnings of
consolidated subsidiaries and taxes .........coie.... 2,990 2,341 891
Equity in undistributed earnings of consolidated
Subsidiary banks and bank holding companies ......... (365) (63) 830
Other subsidiaries .......iiiiiiiiiii i iiiiinnennns 262 34 208
(103) (29) 1,038
Income before 1NCOmMEe LaAXES i iiiii et eeeeneeeeeeenneeenn 2,887 2,312 1,929
Income tax benefit ..... ittt ittt (190) (63) (21)
J L= S 1 o o ) 111> $3,077 $2,375 $1,950
Net income available to common shareholders ............ $3,066 $2,360 $1,942

</TABLE>

Condensed Consolidated Balance Sheet

<TABLE>
<CAPTION>
December 31
1997 1996
<S> <C> <C>
Assets
Cash held at subsidiary banks .....i.ieiiinininenenennn S 8 $ 8

Temporary 1nvestments . ........iiiiiinieneeneenneenns 572 4,250

106,512
965
22,739



Receivables from consolidated
Subsidiary banks and bank holding companies
Other subsidiaries .......iiiiiiiiiiii e
Investment in consolidated
Subsidiary banks and bank holding companies
Other subsidiaries
Other assets

4,937

2,936
8,851

13,985
1,705
1,176

$32,911

Liabilities and Shareholders' Equity
Commercial paper and other notes payable
Accrued expenses and other liabilities
Payables to consolidated subsidiaries
Long-term debt
Shareholders'

2,015
17,357
21,337

$45,012

equity

$ 2,344
613
995
15,250
13,709

$32,911

</TABLE>
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Condensed Consolidated Statement of Cash Flows

<TABLE>
<CAPTION>

Year Ended December 31

<S>

Operating Activities

Net income

Reconciliation of net income to net cash provided by operating activities
Equity in undistributed earnings of consolidated subsidiaries
Other operating activities

Net cash provided by operating activities
Investing Activities
Net decrease (increase) in temporary investments
Net increase in receivables from consolidated subsidiaries
Additional capital investment in subsidiaries
Acquisitions of subsidiaries, net of cash

Net cash used in investing activities
Financing Activities
Net increase (decrease) in commercial paper and other notes payable
Proceeds from issuance of long-term debt
Retirement of long-term debt
Proceeds from issuance of common stock
Common stock repurchased
Cash dividends paid ...t ittt ittt ettt et e eeneeeseeenaeseeeenaesens
Other financing activities

Net cash (used in) provided by financing activities

Net increase in cash held at subsidiary banks ....... ... -=
Cash held at subsidiary banks on January 1

Cash held at subsidiary banks on December 31

</TABLE>
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NationsBank Corporation and Subsidiaries
Six-Year Consolidated Statistical Summary

<TABLE>
<CAPTION>

<S> <C>
Taxable-Equivalent Yields Earned



Loans and leases, net of unearned income

CommercCial ..ttt ittt i i i e e e e 8.36% 8.16%
Real estate commercial .......i.iiiiiiiiii it innenennenns 8.95 9.03
Real estate construction ..........ciiiiiiiiiiiiiiiiinnnnn 8.98 8.89
Total commercial . ...ttt ittt ettt 8.46 8.29
Residential moOrtgage ... i it ittt ittt ettt eeenennns 7.79 7.80
Credit card ..ttt ittt et e e e e e e e e 11.90 11.77
Other consumer ... ...ttt ittt ittt teneennens 9.65 9.87
Total CONSUMET .t i it ittt ittt et ettt e e e et eeeeeenenaeens 8.99 9.06
e et 5o 7.13 6.87
Lease finanCing ...ttt ittt ittt 7.72 7.58
Total loans and leases, Net ...t ittt ennnnnns 8.64 8.59
Securities
Held for investment .......i.iiiiiiiiiiiiiiiiiininennens 6.11 5.59
Available for sale ...ttt ittt ettt 6.87 6.63
Total secuUrities ...ttt ittt ittt 6.82 6.46
Loans held for sale ...ttt it tte et eeenans 7.19 7.30
Federal funds sold and securities purchased under
agreements o resell ... ...ttt e e e e 5.59 5.19
Time deposits placed and other short-term
INVEeStmMEeNTS ottt e e e e e et e e 5.82 5.54
Trading account securities ......iiiiiiiiiiinniiennnneens 6.01 6.44
Total earning assets ...ttt ittt ittt 7.90 7.83
Rates Paid
ST o Y = 2.02 2.22
NOW and money market deposit accounts .........ccieiiuiuee.. 2.59 2.52
Consumer CDS and IRAS ittt ittt tneteeeeneeneeneeneneeenans 5.22 5.28
Negotiated CDs, public funds and other time
1 1Y o Yo 1= e I i 5.48 5.49
Foreign time deposits it ii ittt it ittt e 5.38 5.38
Borrowed funds and trading account liabilities ........... 5.67 5.65
Long-term debt .. e e e e e e 6.52 6.51
Total interest-bearing liabilities ............. ... ... 4.79 4.85
Profit Margins
Net interest spread ........iiiiiiiiinitittneetenenneenennns 3.11 2.98
Net interest yield ...ttt ittt i 3.79 3.62
Year-End Data
(Dollars in millions)
Loans, leases and factored accounts receivable, net of
UNearned INCOME v ittt ittt ittt ittt e et ieeeeeeeennaeeeeenns $143,792 $122,630
Securities held for investment ..........uuiiemeeenennnnenn 1,156 2,110
Securities available for sale ......iiiiiiiit e ennnnnns 46,047 12,277
Loans held for Sale ittt ittt ettt ettt e e et e eeeeeeeen 2,911 1,215
Time deposits placed and other short-term
10 0 v = 1173 o i 2,395 1,843
Total earnNing asSSeL S it ittt ittt ittt tteeenneesenenneens 228,927 164,676
B o T T S ol T 264,562 185,794
Noninterest-bearing deposits ...ttt 34,674 25,738
Domestic savings and time deposits .........c.iiiiiiiiiia.. 89,127 72,707
Foreign time deposits it ii ittt ittt ittt e 14,393 8,053
Total savings and time deposSits ........iiiiiiiininnnnn. 103,520 80,760
Total depPoSits ittt ittt ittt i et e e e e e e 138,194 106,498
Borrowed funds and trading account liabilities ........... 66,011 35,753
Long-term debt ... e e e e e e 27,204 22,985
Total shareholders' equity ......ieiiiii i iiinenennnnn 21,337 13,709
<CAPTION>
1995 1994 1993 1992
<S> <C> <C> <C> <C>
Taxable-Equivalent Yields Earned
Loans and leases, net of unearned income
CommMETrCial ittt ittt ittt e e et e et e e 8.19% 7.56% 6.96% 7.08%
Real estate commercial ......iuiiiiiiiiii ittt 9.30 8.18 7.59 7.78
Real estate construction ...........iiiiiiiiiiiiinnennnnn. 9.73 8.49 7.50 7.17
Total commercial . ...ttt ittt ittt nnens 8.42 7.71 7.09 7.20
Residential mMOrtgage . ...ttt ittt ittt it 7.78 7.62 8.27 9.33
Credit Card vttt ittt et et e e e e e e e e e 12.78 12.84 13.62 14.45
Other COonSUMET . ...ttt ittt ittt tie it 10.07 9.26 9.24 10.07
Total CONSUMET .t ittt ittt ettt ettt eeneennens 9.37 8.99 9.51 10.50
ot ST I 5 o 7.71 6.10 5.49 6.63
Lease financCing ..ttt ittt ittt ittt eeanennns 7.59 7.50 7.96 8.25
Total loans and 1€asSesS, NeT ittt it e eeeeeeeennnnenn 8.79 8.20 8.06 8.49
Securities
Held for investment . .......iiiiiiiiii ittt inneenennenns 5.57 5.06 5.54 6.84
Available fOr Sale .ttt ittt ittt ittt 6.25 5.20 4.80 5.77
Total secUrities ...ttt ittt ittt i 5.84 5.12 5.51 6.76
Loans held for sale ...ttt ittt iineineneennns 7.47 6.63 6.73 7.22
Federal funds sold and securities purchased under
agreements tO resell ...ttt e e e e 6.18 4.09 3.21 3.77
Time deposits placed and other short-term
Investments ... e e e e e 6.87 5.12 3.91 5.09

Trading account securities .......c.ieiiiiiiiiiiinennennnns 7.76 7.32 5.43 4.64



Total earning assets ...ttt ittt ittt 7.98
Rates Paid

ST o Y = 2.37
NOW and money market deposit accounts .........cciiiiuiuee.. 2.68
Consumer CDS and TIRAS ittt it tneteeeeaeeeeeaeenenaeenans 5.19
Negotiated CDs, public funds and other time
AEPOS IS it ittt e e e e et ettt e 5.56
Foreign time deposits ittt ittt it ittt 6.25
Borrowed funds and trading account liabilities ........... 6.40
Long-term debt ... e e e e et e e 7.00
Total interest-bearing liabilities ..................... 5.28
Profit Margins
Net interest spread ........iiiiiiiiiiitie et eneneeenennns 2.70

Net interest yield ...ttt ittt teienaeens 3.33
Year-End Data

(Dollars in millions)

Loans, leases and factored accounts receivable, net of

UNEAYrNEd INCOME v vttt ittt ittt tee et eeteeneeneeneennennens $117,033
Securities held for investment ..........iuieeeeeennnneennnn 4,432
Securities available for sale ......iiiiiiiieieeeeeennnnnns 19,415
Loans held for Sale .. iiiiii ittt ettt teeenneeeeeennnens 1,663
Time deposits placed and other short-term

IS 0 = (1Y o = Y 1,296
Total earning asSSel S ittt ittt ittt ettt enneeeenenneens 167,945
TOLAl @SS S it ittt ittt ettt ettt et eeaeeeeeeeneeeeeenneens 187,298
Noninterest-bearing deposits ...ttt 23,414
Domestic savings and time deposits .........c.iiiiiiiiiia.. 64,388
Foreign time deposits it i ittt it ittt 12,889
Total savings and time depoSits .......iiiiiiiiiininnnnnn. 77,277
Total depPoSitS tvv ittt ittt ettt e et e e e e e e 100,691
Borrowed funds and trading account liabilities ........... 51,067
Long-term debt ...t e e e e e e, 17,775
Total shareholders' equity ......ieiiiiiiiii i iinennnnnnn 12,801

</TABLE>
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NationsBank Corporation and Subsidiaries

Six-Year Consolidated Statistical Summary

<TABLE>
<CAPTION>
1997

<S> <C>
Earnings Ratios

Return on average

Total @SSELS v ittt ittt ittt et i e e e e e 1.26%
Earning @sSSets i ittt ittt e e e ettt e 1.46
Common shareholders' equUity ...ttt ittt ttenenneens 15.26
Earnings Analysis (Taxable-Equivalent)
Noninterest income as a percentage of net interest

18 o Yoo 11 62.42
Noninterest expense, excluding merger-related charge,

as a percentage of net interest income ........... ... ... ... 92.92

Efficiency ratio: noninterest expense, excluding

merger-related charge, divided by the sum of net

interest income and noninterest income ........... .0 000 57.2
Overhead ratio: noninterest expense, excluding

merger-related charge, less noninterest income divided

by net interest InCoOme ... ...ttt ittt ittt 30.51
Net income as a percentage of net interest income ........... 38.40
Asset Quality

For the year
Net charge-offs as a percentage of average loans, leases

and factored accounts receivable ......... i, .54
Net charge-offs as a percentage of the provision for
Credit 10SSES vt ittt it ittt e e i e e e e 99.75

At year end
Allowance for credit losses as a percentage of net loans,

leases and factored accounts receivable .............. ... 1.94
Allowance for credit losses as a percentage of
nonPerforming LOaNS ...ttt ittt ittt ettt ettt 273.34

Nonperforming assets as a percentage of net loans,
leases, factored accounts receivable and foreclosed

a0 Tk e I = .79
Nonperforming assets as a percentage of total assets ........ .43
Nonperforming assets (in millions) .......ciiuiiiniiiniineennnn. $ 1,135
Risk-Based Capital Ratios
T o 6.50%

) = 10.89

o~

.17

.02
.98
.87
.85
.09

N NI

w

.07

$103,371
17,800
8,025
318

2,159
151,722
169,604

21,380
66,487
12,603
79,090
100,470
45,555
8,488
11,011

56.

88.

56.

31.
36.

98.

260.

.18%
.34
.95

76

20

44
98

.48

.89

02

.85
.56

$ 1,043

7.
12.

76%
66

i

.52

.97
.05
.45
.44
.53

w J Wb Ww

w

.53

$ 92,007
13,584
15,470

1,697

1,479
140,890
157, 686
20,723
66,356

4,034
70,390
91,113
44,248

8,352

9,979

N

.82
.58

o

.93
.52
.33
.92
.12

B 00 W U

w

.58

$ 72,714
23,355
1,374
1,236

1,994
103,872
118,059
17,702
62,988
2,037
65,025
82,727
21,957
3,066

7,814



Other Capital Ratios
Common shareholders' equity as a percentage of total

assets at year end ...ttt e e e ettt e 8.04 7.31
Dividend payout ratio (per common share) .........iiieeeeennn 32.13 29.95
Common shareholders' equity per common share

AVETAGE et ettt e eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenens $ 28.00 $ 22.28

F N T = Y o U 29.87 23.69
Other Statistics
Number of full-time equivalent employees ..........civevnen.. 80,360 62,971
Rate of increase (decrease) in average

Total loans and leases, net of unearned income ............. 18.80% 11.67%

Earning aSSets v ittt ittt ittt e e e e e 19.07 6.23

Total @SSEES vttt ittt ittt ettt e e e et e e 21.71 6.54

Total dePOSitS ittt ittt ettt et e e e e e 24.24 8.37

Total shareholders' equity ...ttt tiinennns 52.21 15.82

Common Stock Information
Market price per share

High fOr the Year ittt ittt et ettt et $ 71 11/16 $ 52 5/8

LOW fOr the VAT .t ittt ittt ettt et ettt et eeeeeennns 48 32 3/16

Close at the end of the Year ...ttt ittt tninininnenens 60 13/16 48 7/8

Daily average trading vOlume ..........eiiuiiitnnennennennnns 2,365,800 1,937,938
Number of shareholders of record ........iiiiiiiieeeeennnnnns 128,488 106,345

<CAPTION>

1995 1994 1993 1992

<S> <C> <C> <C> <C>

Earnings Ratios
Return on average

Total @SSEES vttt ittt ittt ettt e e et et e 1.03% 1.02% .97%

1.00%

Earning a@sSsSets ittt it it e e e e e e e 1.17 1.14 1.09 1.12
Common shareholders' equUity ...ttt ittt tiennnneens 17.01 16.10 15.00 15.83

Earnings Analysis (Taxable-Equivalent)
Noninterest income as a percentage of net interest

18 o Y011 55.36 48.96 44.48 45.65
Noninterest expense, excluding merger-related charge,
as a percentage of net interest income ............ ... ... ... 92.85 93.16 90.90 94.64

Efficiency ratio: noninterest expense, excluding

merger-related charge, divided by the sum of net

interest income and noninterest income .......... . .00 59.8 62.5 62.9 65.0
Overhead ratio: noninterest expense, excluding

merger-related charge, less noninterest income divided

by net interest InCoOmME ... ...ttt ittt 37.50 44.20 46.42 48.99
Net income as a percentage of net interest income ........... 35.07 31.86 31.79 27.33
Asset Quality
For the year
Net charge-offs as a percentage of average loans, leases

and factored accounts receivable ........ci i, .38 .33 .51 1.25
Net charge-offs as a percentage of the provision for
Credit 10SSES vt ittt ittt it e e i e e e e e 110.21 101.79 95.76 121.15

At year end
Allowance for credit losses as a percentage of net loans,

leases and factored accounts receivable .............. ... 1.85 2.11 2.36 2.00
Allowance for credit losses as a percentage of
NoNPEerforming LOaNS ...ttt ittt ittt ettt et e ettt 306.49 273.07 193.38 103.11

Nonperforming assets as a percentage of net loans,
leases, factored accounts receivable and foreclosed

a0 Tk e I = .73 1.10 1.92 2.72
Nonperforming assets as a percentage of total assets ........ .46 .67 1.13 1.69
Nonperforming assets (in MI1lioNS) i ivtiintnin e enenenennns $ 853 $ 1,138 $ 1,783 $ 1,997
Risk-Based Capital Ratios
T o 7.24% 7.43% 7.41% 7.54%
0 o= 11.58 11.47 11.73 11.52

Other Capital Ratios
Common shareholders' equity as a percentage of total

assets at year end ...ttt e et e e e e 6.81 6.47 6.25 6.60
Dividend payout ratio (per common share) ............c.ocene.. 29.17 30.78 28.38 33.07
Common shareholders' equity per common share

AVETATE e e e e e e e e eeeeeeeeee et ettt et $ 20.95 $ 19.00 $ 16.68 $ 14.53

AL YEAT ENA ettt ittt ittt ettt e ettt et e e e 23.26 19.85 18.20 15.40
Other Statistics
Number of full-time equivalent employees ........ivuieeeennnnn. 58,322 61,484 57,742 50,828
Rate of increase (decrease) in average

Total loans and leases, net of unearned income ............. 15.24% 20.29% 15.83%

(1.70)%

Earning aSSets v ittt ittt ittt et e e e e e e 12.55 24.50 16.59
(.84)

Total @SSELS v ittt ittt ittt e i i e i e e e 13.36 23.75 16.82
(.64)

Total dePOSitS ittt ittt et et et e e e e e 5.91 12.30 .97

(5.59)



Total shareholders' equity .....iiiiiiii ittt 9.22 21.19
Common Stock Information
Market price per share

High fOr the Year ittt ittt ittt et ettt eeeeeeann $ 37 3/8 $ 28 11/16
LOW FOr the VAT .t ittt ettt ettt et et ettt e et 22 5/16 21 11/16
Close at the end of the Year ...ttt ittt inininnennns 34 13/16 22 9/16
Daily average trading vOlume .........iiiiuiitnnennennennnns 1,452,934 1,507,030
Number of shareholders of record .......iiiiiiiieeeeeennnnnns 103,137 105,774
</TABLE>
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Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

There were no changes in or disagreements with accountants on accounting
and financial disclosure.

PART III
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information set forth under the caption "Election of Directors" on pages 2
through 7 of the definitive 1998 Proxy Statement of the registrant furnished to
shareholders in connection with its Annual Meeting to be held on April 22, 1998
(the "1998 Proxy Statement") with respect to the name of each nominee or
director, that person's age, positions and offices with the registrant,
business experience, directorships in other public companies, service on the
registrant's Board and certain family relationships, and information set forth
under the caption "Section 16(a) Beneficial Ownership Reporting Compliance" on
page 10 of the 1998 Proxy Statement with respect to Section 16 matters, is
hereby incorporated by reference. In addition, information set forth under the
caption "Special Compensation Arrangements -- Employment Agreement with Mr.
Craig" on page 14 of the 1998 Proxy Statement is hereby incorporated by
reference. Additional information required by Item 10 with respect to executive
officers is set forth in Part I, Item 4A hereof.

Item 11. EXECUTIVE COMPENSATION

Information with respect to current remuneration of executive officers,
certain proposed remuneration to them, their options and certain indebtedness
and other transactions set forth in the 1998 Proxy Statement (i) under the
caption "Board of Directors' Compensation" on pages 10 and 11 thereof, (ii)
under the caption "Executive Compensation" on pages 11 and 12 thereof, (iii)
under the caption "Retirement Plans" on page 13 thereof, (iv) under the caption
"Deferred Compensation Plan" on pages 13 and 14 thereof, (v) under the caption
"Special Compensation Arrangements" on page 14 thereof, (vi) under the caption
"Compensation Committee Interlocks and Insider Participation" on page 18
thereof, and (vii) under the caption "Certain Transactions" on pages 18 and 19
thereof, is, to the extent such information is required by Item 402 of
Regulation S-K, hereby incorporated by reference.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The security ownership information required by Item 403 of Regulation S-K
relating to persons who beneficially own more than 5 percent of the outstanding
shares of Common Stock, ESOP Preferred Stock or 7% Cumulative Redeemable
Preferred Stock, Series B, as well as security ownership information relating
to directors, nominees and named executive officers individually and directors
and executive officers as a group, is hereby incorporated by reference to the
ownership information set forth under the caption "Security Ownership of
Certain Beneficial Owners and Management" on pages 7 through 10 of the 1998
Proxy Statement.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Information with respect to relationships and related transactions between
the registrant and any director, nominee for director, executive officer,
security holder owning 5 percent or more of the registrant's voting securities
or any member of the immediate family of any of the above, as set forth in the
1998 Proxy Statement under the caption "Compensation Committee Interlocks and
Insider Participation" on page 18 and under the caption "Certain Transactions"
on pages 18 and 19 thereof, is, to the extent such information is required by
Item 404 of Regulation S-K, hereby incorporated by reference.
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PART IV

Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K
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29

22 1/4

24 1/2
1,333,182
108,435

10.31

$26 11/16
19 13/16
25 11/16

1,455,156

89,371



a. The following documents are filed as part of this report:

<TABLE>
<CAPTION>
Page
<S> <C> <C>
(1) Financial Statements:
Report of Independent ACCOUNLANES i ittt ittt ittt it ittt ettt eeeeeseeenneesoeennnesenennnas 46
Consolidated Statement of Income for each of the three years ended December 31, 1997 ........ 47
Consolidated Balance Sheet at December 31, 1997 and 1996 ... iii ittt ittt eeeeeeeenneneeeennnn 48
Consolidated Statement of Cash Flows for each of the three years ended December 31, 1997..... 49
Consolidated Statement of Changes in Shareholders' Equity for each of the three years
ended December 31, 1007 ..ttt ettt ettt e e ettt et ettt ettt e, 50
Notes To Consolidated Financial Statements . ...ttt eeneens 51
(2) All schedules are omitted because they are not applicable or the required information is
shown in the financial statements or notes thereto.
</TABLE>

b. The following reports on Form 8-K have been filed by the registrant during
the quarter ended December 31, 1997:

Current Report on Form 8-K dated October 14, 1997 and filed October 20,
1997, Items 5 and 7.

Current Report on Form 8-K/A-1 dated August 29, 1997 and filed November
12, 1997, Item 7. The following financial statements of the business to be
acquired (Barnett Banks, Inc.) were filed as part of this Current Report
on Form 8-K/A-1:

Consolidated Statements of Financial Condition as of December 31, 1996
and 1995;

Consolidated Statements of Income for the years ended December 31,
1996, 1995 and 1994;

Consolidated Statements of Changes in Shareholders' Equity for the
years ended December 31, 1996, 1995 and 1994; and

Consolidated Statements of Cash Flows for the years ended December 31,
1996, 1995 and 1994.

In addition, the following unaudited pro forma financial information was
filed as part of this Current Report on Form 8-K/A-1:

Uaudited Pro Forma Condensed Balance Sheet as of September 30, 1997;

Unaudited Pro Forma Condensed Statement of Income for the nine months
ended September 30, 1997; and

Unaudited Pro Forma Condensed Statement of Income for the year ended
December 31, 1996.

c. The exhibits filed as part of this report and exhibits incorporated
herein by reference to other documents are listed in the Index to
Exhibits to this Annual Report on Form 10-K (pages E-1 through E-5,
including executive compensation plans and arrangements which are
identified separately by asterisk).

With the exception of the information herein expressly incorporated by
reference, the 1998 Proxy Statement is not to be deemed filed as part of this
Annual Report on Form 10-K.
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SIGNATURES

Pursuant to the requirements of Section 13 of the Securities Exchange Act

of 1934, the registrant has duly caused this report to be signed on its behalf
by the undersigned, thereunto duly authorized.

NATIONSBANK CORPORATION

Date: March 13, 1998
By: */s/ Hugh L. McColl, Jr.
Hugh L. McColl, Jr.
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.



<TABLE>

<CAPTION>

Signature
<S>
*/s/ Hugh L. McColl, Jr.

*/s/ James H. Hance, Jr
(James H. Hance, Jr.)
*/s/ Marc D. Oken

(Marc D. Oken)

*/s/ Andrew B. Craig, III
" (Andrew B. Craig, 1T1)
*/s/ Ray C. Anderson
" (Ray C. Andersom)
*/s/ William M. Barnhardt
 (William M. Barmhardt)
*/s/ Rita Bornstein
 (Rita Bornstein)
*/s/ B. A. Bridgewater, Jr.
(8. A. Bridgevater, Jr.)
*/s/ Thomas E. Capps
© (Thomas E. Capps)
*/s/ Alvin R. Carpenter
 (alvin ®. Carpenter)
*/s/ Charles W. Coker
 (Charles W. Coker)
</TABLE>
<TABLE>
<CAPTION>
Signature
o
*/s/ Thomas G. Cousins
 (Thomas . Cousins)
© (alan T. Dicksom)
*/s/ Paul Fulton
© (Paul Fulten)
*/s/ C. Ray Holman
. Ray Holmam)
*/s/ W. W. Johnson
. w. Johmsom)
*/s/ Kenneth D. Lewis
" (Kemneth D. Lewis)
*/s/ Russell W. Meyer, Jr.

<C>
Chief Executive Officer and Director
(Principal Executive Officer)

Vice Chairman, Chief Financial
Officer and Director

(Principal Financial Officer)
Executive Vice President
(Principal Accounting Officer)

Chairman of the Board

Director
Director
Director
Director
Director
Director
Director

Title Date
o o
Director March 13,
Director March , 1
Director March 13,
Director March 13,
Director March 13,
President and Director March 13,
Director March 13,

<C>
March

13,

March 13,

March

March

March

March

March

March

March

March

March

998

1998

1998

1998

1998

1998

13,

13,

13,

13,

13,

13,

13,

13,

13,

1998

1998

1998

1998

1998

1998

1998

1998

1998

1998



—————————————————————————————————— Director March , 1998
(Richard B. Priory)

*/s/ Charles E. Rice Director March 13, 1998
© (Charles E. Rice)

—————————————————————————————————— Director March , 1998

(John C. Slane)

*/s/ 0. Temple Sloan, Jr. Director March 13, 1998
(0. Temple Sloan, Jr.)

*/s/ Meredith R. Spangler Director March 13, 1998
 (Meredith R. Spangler)

*/s/ Albert E. Suter Director March 13, 1998
 (Albert E. suter)

*/s/ Ronald Townsend Director March 13, 1998
" (Ronald Townsend)

</TABLE>
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<TABLE>
<CAPTION>
Signature Title Date

s < <

*/s/ Jackie M. Ward Director March 13, 1998
 (Jackie M. Wara)

*/s/ John A. Williams Director March 13, 1998
 (john A. Williams)

*/s/ Virgil R. Williams Director March 13, 1998

(Virgil R. Williams)

*By:/s/ Charles M. Berger

Charles M. Berger, Attorney-in-Fact

</TABLE>
86
INDEX TO EXHIBITS
<TABLE>
<CAPTION>
Exhibit No. Description
<S> <C>
3(a) Amended and Restated Articles of Incorporation of registrant, as in effect on

the date hereof, incorporated by reference to Exhibit 3.1 of registrant's
Current Report on Form 8-K dated December 9, 1997.

(b) Amended and Restated Bylaws of registrant, as in effect on the date hereof,
incorporated by reference to Exhibit 3(ii) of registrant's Quarterly Report on
Form 10-Q dated May 15, 1997.

4 (a) Specimen certificate of registrant's Common Stock, incorporated by reference
to Exhibit 4.1 of registrant's Registration No. 33-45542.
(b) Specimen certificate of registrant's ESOP Convertible Preferred Stock, Series

C, incorporated by reference to Exhibit 4 (c) of registrant's Annual Report on
Form 10-K dated March 25, 1992.

(c) Indenture dated as of August 1, 1982 between registrant and Morgan
Guaranty Trust Company of New York, pursuant to which registrant issued its
7 3/4% Debentures, due 2002, incorporated by reference to Exhibit 4.2 of
registrant's Registration No. 2-78530.

(d) Indenture dated as of September 1, 1989 between registrant and The Bank of
New York, pursuant to which registrant issued its 9 3/8% Subordinated Notes,
due 2009; its 10.20% Subordinated Notes, due 2015; its 9 1/8% Subordinated



Notes, due 2001; and its 8 1/8% Subordinated Notes, due 2002, incorporated by
reference to Exhibit 4.1 of registrant's Registration No. 33-30717.

(e) Indenture dated as of January 1, 1992 between registrant and BankAmerica
Trust Company of New York, pursuant to which registrant issued its 6 5/8%
Senior Notes, due 1998, incorporated by reference to Exhibit 4.1 of registrant's
Registration No. 33-54784.

(f) Indenture dated as of November 1, 1992 between registrant and The Bank of
New York, pursuant to which registrant issued its 6 7/8% Subordinated Notes,
due 2005, incorporated by reference to Exhibit 4.1 of registrant's Amendment
to Application or Report on Form 8 dated March 1, 1993.

(g) First Supplemental Indenture dated as of July 1, 1993 to the Indenture dated
as of January 1, 1992 between registrant and BankAmerica National Trust
Company (formerly BankAmerica Trust Company of New York), pursuant to
which registrant issued its Senior Medium-Term Notes, Series A, B and C; its
5 1/8% Senior Notes, due 1998; and its 5 3/8% Senior Notes, due 2000,
incorporated by reference to Exhibit 4.1 of registrant's Current Report on
Form 8-K dated July 6, 1993.

(h) First Supplemental Indenture dated as of July 1, 1993 to the Indenture dated
as of November 1, 1992 between registrant and The Bank of New York,
pursuant to which registrant issued its Subordinated Medium-Term Notes,
Series A and B; its 6 1/2% Subordinated Notes, due 2003; and its 7 3/4%
Subordinated Notes, due 2004, incorporated by reference to Exhibit 4.4 of
registrant's Current Report on Form 8-K dated July 6, 1993.

(1) Indenture dated as of January 1, 1995 between registrant and BankAmerica
National Trust Company, pursuant to which registrant issued its Floating Rate
Senior Notes, due 1998; its 7% Senior Notes, due, 2003; its 7% Senior Notes,
due 2001; and its Senior Medium-Term Notes, Series D, E, F and G,
incorporated by reference to Exhibit 4.1 of registrant's Registration
No. 33-57533.

(3) Indenture dated as of January 1, 1995 between registrant and The Bank of
New York, pursuant to which registrant issued its 7 5/8% Subordinated Notes,
due 2005; its 7 3/4% Subordinated Notes, due 2015; its 7 1/4% Subordinated
Notes, due 2025; its 6 1/2% Subordinated Notes, due 2006; its 7.80%
Subordinated Notes, due 2016; and its Subordinated Medium-Term Notes,

Series D, E, F and G, incorporated by reference to Exhibit 4.1 of registrant's
Registration No. 33-57533.

</TABLE>
E-1
<TABLE>
<CAPTION>
Exhibit No. Description
<S> <C>
(k) Fiscal and Paying Agency Agreement dated as of July 5, 1995, between

registrant and The Chase Manhattan Bank, N.A. (London Branch), pursuant

to which registrant issued its Floating Rate Senior Notes, due 2000,
incorporated by reference to Exhibit 4 (1) of registrant's Annual Report on
Form 10-K dated March 29, 1996 (the "1995 Form 10-K").

(1) Amended and Restated Agency Agreement dated as of May 12, 1997
between registrant and The Chase Manhattan Bank, N.A. (London
Branch), pursuant to which registrant issued its Senior Euro Medium-Term
Notes.

(m) Issuing and Paying Agency Agreement dated as of April 10, 1995 between
NationsBank, N.A. (as successor to NationsBank, N.A. (Carolinas) and
NationsBank of Georgia, N.A.) and NationsBank of Texas, N.A., as Issuers,
and Bankers Trust Company, as Issuing and Paying Agent, incorporated by
reference to Exhibit 4(n) of the 1995 Form 10-K.

(n) Specimen certificate of registrant's 7% Cumulative Redeemable Preferred
Stock, Series B, incorporated by reference to Exhibit 4(q) of registrant's
Annual Report on Form 10-K dated March 28, 1997 (the "1996 Form 10-K").

(o) Indenture dated as of November 27, 1996 between registrant and The Bank of
New York, incorporated by reference to Exhibit 4.10 of registrant's
Registration No. 333-15375.

(p) First Supplemental Indenture dated as of December 4, 1996 to the Indenture
dated as of November 27, 1996 between registrant and The Bank of New York
pursuant to which registrant issued its 7.84% Junior Subordinated Deferrable
Interest Notes due 2026, incorporated by reference to Exhibit 4.3 of
registrant's Current Report on Form 8-K dated November 27, 1996.

(q) Second Supplemental Indenture dated as of December 17, 1996 to the
Indenture dated as of November 27, 1996 between the registrant and The
Bank of New York pursuant to which registrant issued its 7.83% Junior
Subordinated Deferrable Interest Notes due 2026, incorporated by reference to
Exhibit 4.3 of registrant's Current Report on Form 8-K dated December 10,
1996.

(r) Third Supplemental Indenture dated as of February 3, 1997 to the Indenture
dated as of November 27, 1996 between registrant and The Bank of New York
pursuant to which registrant issued its Floating Rate Junior Subordinated
Deferrable Interest Notes due 2027, incorporated by reference to Exhibit 4.3 of
registrant's Current Report on Form 8-K dated January 22, 1997.

(s) Fourth Supplemental Indenture dated as of April 22, 1997 to the Indenture
dated as of November 27, 1996 between registrant and The Bank of New York
pursuant to which registrant issued its 8 1/4% Junior Subordinated Deferrable



10 (a)

</TABLE>

<TABLE>
<CAPTION>

<S>
(b)

(c)

(d)

(e)

(£)

(9)

Interest Notes, due 2027, incorporated by reference to Exhibit 4.3 of
registrant's Current Report on Form 8-K dated April 15, 1997.

Specimen certificate of registrant's $2.50 Cumulative Convertible Preferred
Stock, Series BB.

Indenture dated as of November 27, 1996, between Barnett Banks, Inc. and
The First National Bank of Chicago, as Trustee, and First Supplemental
Indenture dated as of January 9, 1998, among registrant, NB Holdings
Corporation, Barnett Banks, Inc. and The First National Bank of Chicago, as
Trustee, pursuant to which registrant (as successor to Barnett Banks, Inc.)
issued its 8.06% Junior Subordinated Debentures, due 2026.

The registrant has other long-term debt agreements, but these are not
material in amount. Copies of these agreements will be furnished to the
Commission on request.

Limited Partnership Agreement of CSC Associates, L. P., between The Citizens
and Southern Corporation and Cousins Properties Incorporated dated as of
September 29, 1989, including Transfer of Partnership Interest between The
Citizens and Southern Corporation and C&S Premises, Inc. and First
Amendment thereto, both of which are incorporated by reference to Exhibit
10 (ss) of registrant's Annual Report on Form 10-K dated March 25, 1992; and
Second Amendment thereto dated as of December 31, 1990, incorporated by
reference to Exhibit 10(a) of registrant's Annual Report on Form 10-K dated
March 30, 1995.

Description

<C>
NationsBank Corporation and Designated Subsidiaries Directors' Retirement

Plan, incorporated by reference to Exhibit 10(f) of registrant's Annual Report

on Form 10-K dated March 27, 1991; Amendment thereto dated as of

September 28, 1994, incorporated by reference to Exhibit 10(i) of registrant's

Annual Report on Form 10-K dated March 30, 1995; and Amendment thereto

dated as of April 24, 1996, incorporated by reference to Exhibit 10(g) of the
1996 Form 10-K.

NationsBank Corporation and Designated Subsidiaries Supplemental

Executive Retirement Plan, incorporated by reference to Exhibit 10(j) of
registrant's Annual Report on Form 10-K dated March 30, 1995; Amendment
thereto dated as of June 28, 1989, incorporated by reference to Exhibit 10 (g)
registrant's Annual Report on Form 10-K dated March 28, 1990; Amendment
thereto dated as of June 27, 1990, incorporated by reference to Exhibit 10 (g)
registrant's Annual Report on Form 10-K dated March 27, 1991; Amendment

thereto dated as of July 21, 1991, incorporated by reference to Exhibit 10 (bb)

of registrant's Annual Report on Form 10-K dated March 25, 1992;

Amendments thereto dated as of December 3, 1992 and December 15, 1992,

both of which are incorporated by reference to Exhibit 10(1l) of registrant's
Annual Report on Form 10-K dated March 24, 1993; Amendment thereto dated

as of September 28, 1994, incorporated by reference to Exhibit 10(j) of
registrant's Annual Report on Form 10-K dated March 30, 1995; and
Amendments thereto dated March 27, 1996 and June 25, 1997.

NationsBank Corporation and Designated Subsidiaries Deferred

Compensation Plan for Key Employees, incorporated by reference to Exhibit

10 (k) of registrant's Annual Report on Form 10-K dated March 30, 1995;
Amendment thereto dated as of June 28, 1989, incorporated by reference to
Exhibit 10(h) of registrant's Annual Report on Form 10-K dated March 28,
1990; Amendment thereto dated as of June 27, 1990, incorporated by reference
to Exhibit 10 (h) of registrant's Annual Report on Form 10-K dated March 27,
1991; Amendment thereto dated as of July 21, 1991, incorporated by reference
to Exhibit 10 (bb) of registrant's Annual Report on Form 10-K dated March 25,
1992; and Amendment thereto dated as of December 3, 1992, incorporated by
reference to Exhibit 10(m) of registrant's Annual Report on Form 10-K dated
March 24, 1993.

NationsBank Corporation and Designated Subsidiaries Supplemental

Retirement Plan, incorporated by reference to Exhibit 10(o) of registrant's
Annual Report on Form 10-K dated March 30, 1994; Amendment thereto dated

as of June 28, 1989, incorporated by reference to Exhibit 10(k) of registrant'

Annual Report on Form 10-K dated March 28, 1990; Amendment thereto dated

as of June 27, 1990, incorporated by reference to Exhibit 10(k) of registrant'

Annual Report on Form 10-K dated March 27, 1991; Amendment thereto dated

of

of

s

s

as of July 21, 1991, incorporated by reference to Exhibit 10 (bb) of registrant's

Annual Report on Form 10-K dated March 25, 1992; Amendments thereto

dated as of December 3, 1992 and December 4, 1992, both of which are
incorporated by reference to Exhibit 10(p) of registrant's Annual Report on
Form 10-K dated March 24, 1993; and Amendment thereto dated as of July 5,
1995, incorporated by reference to Exhibit 10(1l) of the 1995 Form 10-K.
Split Dollar Agreement dated as of February 1, 1990 between registrant and

Hugh L. McColl III, as Trustee for the benefit of Hugh L. McColl, Jr. and Jane

S. McColl, incorporated by reference to Exhibit 10(s) of registrant's Annual
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BARNETT

This INDENTURE is dated as of November 27, 1996, between
BANKS, INC., a corporation duly organized and existing under the laws of

the State of Florida (herein called the "Company"), having its principal office
at 50 North Laura Street, Jacksonville, Florida 32202, and THE FIRST NATIONAL

BANK OF

CHICAGO, a national banking association, as Trustee (herein called the

"Trustee") .

RECITALS

WHEREAS, for its lawful corporate purposes, the Company has

duly authorized the execution and delivery of this Indenture to provide for the
issuance of its 8.06% Junior Subordinated Debentures due 2026 (the "Junior
Subordinated Securities"™) and its 8.06% New Junior Subordinated Debentures due
2026 (the "New Junior Subordinated Securities", and together with the Junior
Subordinated Securities, the "Securities") to be issued

in exchange for the Junior Subordinated Securities.

WHEREAS, Barnett Capital I (the "Trust") has offered to the

public $300,000,000 aggregate liquidation amount of its 8.06% Capital Securities
(the "Capital Securities") representing undivided beneficial interests in the
assets of the Trust and proposes to invest the proceeds from such offering and
the proceeds from the issuance of its Common Securities in $309,279,000
aggregate principal amount of the Securities.

WHEREAS, to provide the terms and conditions upon which the

Securities are to be authenticated, issued and delivered, the Company has duly
authorized the execution of this Indenture.



WHEREAS, all things necessary to make this Indenture a valid
agreement of the Company, in accordance with its terms, have been done.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and the purchase of
the Securities by the Holders thereof, it is mutually agreed, for the equal and
proportionate benefit of all Holders of the Securities, as follows:

ARTICLE ONE
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION
SECTION 101. Definitions.

For all purposes of this Indenture, except as expressly
provided or unless the context otherwise requires:

(1) the terms defined in this Article have the meanings
assigned to them in this Article and include the plural as well as the singular
and the masculine as well as the feminine;

(2) all other terms used herein which are defined in the Trust
Indenture Act, either directly or by reference therein, have the meanings
assigned to them therein;

(3) all accounting terms not otherwise defined herein have the
meanings assigned to them in accordance with generally accepted accounting
principles;

(4) the words "herein," "hereof" and "hereunder" and other
words of similar import refer to this Indenture as a whole and not to any
particular Article, Section or other subdivision;

(5) a reference to any Person shall include its successor and
assigns;

(6) a reference to any agreement or instrument shall mean such
agreement or instrument as supplemented, modified, amended or amended and
restated and in effect from time to time;

(7) a reference to any statute, law, rule or regulation, shall
include any amendments thereto applicable to the relevant Person, and any
successor statute, law, rule or regulation; and

(8) a reference to any particular rating category shall be
deemed to include any corresponding successor category, or any corresponding
rating category issued by a successor or subsequent rating agency.

"Act", when used with respect to any Holder, has the meaning
specified in Section 104.

"Adjusted Treasury Rate" means, with respect to any Redemption
Date, the Treasury Rate plus (i) 1.25% if such Redemption Date occurs on or
before December 1, 1997 or (ii) 0.50% if such Redemption Date occurs after
December 1, 1997.

"Affiliate" of any specified Person means any other Person
directly or indirectly controlling or controlled by or under direct or indirect
common control with such specified Person. For the purposes of this definition,
"control" when used with respect to any specified Person means the power to
direct the management and policies of such Person, directly or indirectly,
whether through the ownership of voting securities, by contract or otherwise;
and the terms "controlling" and "controlled" have meanings correlative to the
foregoing.

"Authenticating Agent" means any Person authorized by the
Trustee to act on behalf of the Trustee to authenticate Securities.

"Board of Directors" means either the board of directors of
the Company or any duly authorized committee of that board as the context
requires.



"Board Resolution" means a copy of a resolution certified by
the Secretary or an Assistant Secretary of the Company to have been duly adopted
by the Board of Directors and to be in full force and effect on the date of such
certification, and delivered to the Trustee.

"Business Day" means any day other than a Saturday or Sunday
or a day on which banking institutions in The City of New York are authorized or
required by law or executive order to remain closed or a day on which the
Corporate Trust Office of the Trustee, or the principal office of the Property
Trustee, under the Declaration, is closed for business.

"Capital Securities" has the meaning specified in the Recitals
to this instrument.

"Cedel" means Cedel, S.A.
"Closing Date" means November 27, 1996.

"Commission" means the Securities and Exchange Commission, as
from time to time constituted, created under the Securities Exchange Act of
1934, or, if at any time after the execution of this instrument such Commission
is not existing and performing the duties now assigned to it under the Trust
Indenture Act, then the body performing such duties at such time.

"Common Securities" means the common securities issued by the
Trust.

"Company" means the Person named as the "Company" in the first
paragraph of this instrument until a successor Person shall have become such
pursuant to the applicable provisions of this Indenture, and thereafter
"Company" shall mean such successor Person.

"Company Request" or "Company Order" means a written request
or order signed in the name of the Company by its Chairman of the Board, its
Vice Chairman of the Board, a President or a Vice President, and by its
Treasurer, an Assistant Treasurer, its Secretary or an Assistant Secretary, and
delivered to the Trustee.

"Comparable Treasury Issue" means with respect to any
Redemption Date the United States Treasury security selected by the Quotation
Agent as having a maturity comparable to the Remaining Life that would be
utilized, at the time of selection and in accordance with customary financial
practice, in pricing new issues of corporate debt securities of comparable
maturity to the Remaining Life. If no United States treasury security has a
maturity which is within a period from three months before to three months after
December 1, 2006, the two most closely corresponding United States Treasury
securities shall be used as the Comparable Treasury Issue, and the Treasury Rate
shall be interpolated or extrapolated on a straight-line basis, rounding to the
nearest month using such securities.

"Comparable Treasury Price" means (A) the average of five
Reference Treasury Dealer Quotations for such Redemption Date, after excluding
the highest and lowest such

Reference Treasury Dealer Quotations, or (B) if the Indenture Trustee obtains
fewer than three such Reference Treasury Dealer Quotations, the average of all
such Quotations.

"Corporate Trust Office" means the principal office of the
Trustee in the City of New York, at which at any particular time its corporate
trust business shall be administered and which at the date of this Indenture is
located at 153 West 51st Street, New York, New York 10019.

"Covenant Defeasance" has the meaning specified in Section

"Declaration" means the Amended and Restated Declaration of
Trust among the Company, as Sponsor and the Trustee, as the initial Property
Trustee, First Chicago Delaware Inc., a Delaware corporation, as the initial
Delaware Trustee, and Paris P. Thermenos, Charles W. Newman and Patrick J.
McCann, as the initial Regular Trustees, dated as of November 27, 1996.

"Defaulted Interest" has the meaning specified in Section 307.

"Depositary" means, with respect to Securities issuable in



whole or in part in the form of one or more Global Securities, a clearing agency
registered under the Exchange Act that is designated to act as Depositary for
such Securities.

"DWAC" means Deposit and Withdrawal At Custodian Service.
"Event of Default" has the meaning specified in Section 501.

"Exchange Act" means the Securities Exchange Act of 1934, as
amended from time to time, and any successor legislation.

"Extension Period" has the meaning specified in Section 301.

"Euroclear" means Morgan Guaranty Trust Company of New York,
Brussels office, as operator of the Euroclear System.

"Federal Reserve" means the Board of Governors of the Federal
Reserve System.

"Global Security" means a Security that evidences all or part
of the Securities and is authenticated and delivered to, and registered in the
name of, the Depositary for such Securities or a nominee thereof.

"Guarantee" means the Guarantee Agreement, dated as of
November 27, 1996, made by the Company in favor of The First National Bank of
Chicago, as trustee thereunder for the benefit of the Holders (as defined
therein) of the Capital Securities and the holder of the Common Securities.

"Holder" means a Person in whose name a Security is registered
in the Security Register.

"Indebtedness" means, with respect to any Person, whether
recourse is to all or a portion of the assets of such Person and whether or not
contingent, (i) every obligation of such Person for money borrowed, (ii) every
obligation of such Person evidenced by bonds, debentures, notes or other similar
instruments, including obligations incurred in connection with the acquisition
of property, assets or businesses, (iii) every reimbursement obligation of such
Person with respect to letters of credit, bankers' acceptances or similar
facilities issued for the account of such Person, (iv) every obligation of such
Person issued or assumed as the deferred purchase price of property or services
(but excluding trade accounts payable or accrued liabilities arising in the
ordinary course of business), (v) every capital lease obligation of such Person,
(vi) every obligation of such person for claims (as defined in Section 101 (4) of
the United States Bankruptcy Code of 1978, as amended) in respect of derivative
products such as interest and foreign exchange rate contracts, commodity
contracts and similar arrangements and (vii) every obligation of the type
referred to in clauses (i) through (vi) of another person and all dividends of
another person the payment of which, in either case, such person has guaranteed
or is responsible or liable, directly or indirectly, as obligor or otherwise;
PROVIDED that "Indebtedness" shall not include (i) any obligations which, by
their terms, are expressly stated to rank PARI PASSU in right of payment with,
or to not be superior in right of payment to, the Securities, (ii) any
Indebtedness of the Company which when incurred and without respect to any
election under Section 1111 (b) of the United States Bankruptcy Code of 1978, as
amended, was without recourse to the Company, (iii) any Indebtedness of the
Company to any of its subsidiaries, (iv) Indebtedness to any employee of the
Company or (v) any indebtedness in respect of debt securities issued to any
trust, or a trustee of such trust, partnership or other entity affiliated with
the Company that is a financing entity of the Company in connection with the
issuance of such financing entity or securities that are similar to the Capital
Securities.

"Indenture" means this instrument as originally executed or as
it may from time to time be supplemented or amended by one or more indentures
supplemental hereto entered into pursuant to the applicable provisions hereof,
including, for all purposes of this instrument and any such supplemental
indenture, the provisions of the Trust Indenture Act that are deemed to be a
part of and govern this instrument and any such supplemental indenture,
respectively.

"Initial Purchasers" means Morgan Stanley & Co. Incorporated,
Lehman Brothers Inc., Merrill Lynch & Co. and Salomon Brothers Inc.

"Institutional Accredited Investor" means an institution that
is an "accredited investor" as the term is defined in Rule 501 (a) (1), (2), (3)
or (7) under the Securities Act.



"Interest Payment Date", when used with respect to any
installment of interest on a Security, means the date specified in such Security
as the fixed date on which an installment of interest with respect to the
Securities is due and payable.

"Investment Company Event" means the receipt by the Trust of
an Opinion of Counsel having a recognized national securities practice to the
effect that, as a result of the occurrence of a change in law or regulation or a
change in interpretation or application of law or regulation by any legislative
body, court, governmental agency or regulatory authority (a "Change in 1940 Act
Law"), the Trust is or will be considered an "investment company" that is
required to be registered under the Investment Company Act of 1940 as amended,
which Change in 1940 Act Law becomes effective on or after the date of original
issuance of the Securities.

"Junior Subordinated Securities" has the meaning specified in
the Recitals to this instrument.

"Legal Defeasance" has the meaning specified in Section 402.

"Maturity", when used with respect to any Security, means the
date on which the principal of such Security becomes due and payable as therein
or herein provided, whether at the Stated Maturity or by declaration of
acceleration, call for redemption or otherwise.

"New Junior Subordinated Securities" has the meaning specified
in the Recitals to this instrument.

"Officers' Certificate" means a certificate signed on behalf
of the Company by the Chairman of the Board, a Vice Chairman of the Board, the
President or a Vice President, and by the Treasurer, an Assistant Treasurer, the
Secretary or an Assistant Secretary, of the Company, and delivered to the
Trustee. One of the officers signing an Officers' Certificate given pursuant to
Section 1004 shall be the principal executive, financial or accounting officer
of the Company. Any Officers' Certificate delivered with respect to compliance
with a condition or covenant provided for in this Indenture shall include:

(a) a statement that each officer signing the Officers'
Certificate on behalf of the Company has read the covenant or condition and the
definitions relating thereto;

(b) a brief statement of the nature and scope of the
examination or investigation undertaken by each officer on behalf of the Company
in rendering the Officers' Certificate;

(c) a statement that each such officer has made such
examination or investigation as, in such officer's opinion, is necessary to
enable such officer to express an informed opinion as to whether or not such
covenant or condition has been complied with; and

(d) a statement as to whether, in the opinion of each such
officer, such condition or covenant has been complied with.

"Opinion of Counsel" means a written opinion of counsel, who
may be counsel for the Company (and who may be an employee of the Company), and
who shall be

reasonably acceptable to the Trustee. An opinion of counsel may rely on
certificates as to matters of fact.

"Outstanding", when used with respect to Securities, means, as
of the date of determination, all Securities authenticated and delivered under
this Indenture, except: (i) Securities cancelled by the Trustee or delivered to
the Trustee for cancellation; (ii) Securities for whose payment or redemption
money in the necessary amount has been deposited with the Trustee or any Paying
Agent (other than the Company) in trust or set aside and segregated in trust by
the Company (if the Company shall act as its own Paying Agent) for the Holder of
such Securities; PROVIDED that, if such Securities are to be redeemed, notice of
such redemption has been duly given pursuant to this Indenture or provision
therefor satisfactory to the Trustee has been made; and (iii) Securities which
have been paid pursuant to Section 306, or in exchange or for in lieu of which
other Securities have been authenticated and delivered pursuant to this
Indenture, other than any such Securities in respect of which there shall have



been presented to the Trustee proof satisfactory to it that such Securities are
held by a bona fide purchaser in whose hands such Securities are wvalid
obligations of the Company.

"Paying Agent" means any Person authorized by the Company to
pay the principal of or interest on any Securities on behalf of the Company.

"Person" means a legal person, including any individual,
corporation, estate, partnership, joint venture, association, joint stock
company, limited liability company, trust, unincorporated association, or
government or any agency or political subdivision thereof, or any other entity
of whatever nature.

"Predecessor Security" of any particular Security means every
previous Security evidencing all or a portion of the same debt as that evidenced
by such particular Security; and, for the purposes of this definition, any
security authenticated and delivered under Section 306 in exchange for or in
lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to
evidence the same debt as the mutilated, destroyed, lost or stolen Security.

"Private Placement Legend" as defined in Section 314 of this
Indenture.

"Property Trustee" has the meaning set forth in the
Declaration.

"Qualified Institutional Buyer" or "QIB" shall have the
meaning specified in Rule 144A under the Securities Act.

"Quotation Agent" means (i) Morgan Stanley & Co. Incorporated
and its successors; PROVIDED, HOWEVER, that if the foregoing shall cease to be a
primary U.S. Government securities dealer in New York City (a "Primary Treasury
Dealer"), the Company shall substitute therefor another Primary Treasury Dealer;
and (ii) any other Primary Treasury Dealer selected by the Indenture Trustee
after consultation with the Company.

"Redemption Date", when used with respect to any Security to
be redeemed, means the date fixed for such redemption by or pursuant to this
Indenture.

"Redemption Price", when used with respect to any Security to
be redeemed, means the price at which it is to be redeemed pursuant to this
Indenture.

"Reference Treasury Dealer Quotations" means, with respect to
each Reference Treasury Dealer and any Redemption Date, the average, as
determined by the Indenture Trustee, of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount) quoted in writing to the Indenture Trustee by such Reference
Treasury Dealer at 5:00 p.m. New York City time, on the third business day
preceding such Redemption Date.

"Registration Rights Agreement" means the Registration Rights
Agreement dated the date hereof between the Company and the Initial Purchasers
for the benefit of themselves and the Holders (as defined therein) of the
Capital Securities as the same may be amended from time to time in accordance
with the terms thereof.

"Regular Record Date" for the interest payable on any Interest
Payment Date means the 15th day of the month prior to the relevant Interest
Payment Date.

"Regulation S" means Regulation S under the Securities Act and
any successor regulation thereto.

"Regulation S Global Security" means any Global Security or
Securities evidencing Securities that are to be traded pursuant to Regulation S.

"Regulatory Capital Event" means that the Company shall have
received an opinion of independent bank regulatory counsel experienced in such
matters to the effect that, as a result of (a) any amendment to or change
(including any announced prospective change) in the laws (or any regulations
thereunder) of the United States or any rules, guidelines or policies of the
Federal Reserve or (b) any official administrative pronouncement or judicial
decision for interpreting or applying such laws or regulations which amendment
or change is effective or such pronouncement or decision is announced on or
after the date of original issuance of the Capital Securities, the Capital
Securities do not constitute, or within 90 days of the date thereof, will not



constitute Tier I capital (or its then equivalent); PROVIDED, HOWEVER, that the
distribution of the Securities in connection with the liquidation of the Trust
by the Company shall not in and of itself constitute a Regulatory Capital Event
unless such liquidation shall have occurred in connection with a Tax Event or an
Investment Company Event.

"Remaining Life" has the meaning specified in Section 1201.

"Responsible Officer", when used with respect to the Trustee,
means the chairman or any vice-chairman of the board of directors, the chairman
or any vice-chairman of the executive committee of the board of directors, the
chairman of the trust committee, the president, any Vice President, the
secretary, any assistant secretary, the treasurer, any assistant treasurer, any
trust officer or assistant trust officer, the controller or any assistant
controller or any other officer of the Trustee customarily performing functions
similar to those performed

by any of the above designated officers and also means, with respect to a
particular corporate trust matter, any other officer to whom such matter is
referred because of his knowledge of and familiarity with the particular
subject.

"Restricted Global Security" means any Global Security or
Securities evidencing Securities that are to be traded pursuant to Rule 144A.

"Restricted Period" shall have the meaning specified in
Section 315.

"Restricted Security" has the meaning assigned to such term in
Rule 144 (a) (3) of the Securities Act.

"Rule 144A" means Rule 144A under the Securities Act.

"Securities" has the meaning specified in the Recitals to this
instrument.

"Securities Act" means the Securities Act of 1933, as amended.

"Security Register" and "Security Registrar" have the
respective meanings specified in Section 305.

"Special Event" means either an Investment Company Event, a
Regulatory Capital Event or a Tax Event.

"Special Record Date" for the payment of any Defaulted
Interest means a date fixed by the Trustee pursuant to Section 307.

"Stated Maturity", when used with respect to any Security or
any installment of interest thereon, means the date specified in such Security
as the date on which the principal, together with any accrued and unpaid
interest, of such Security or such installment of interest is due and payable.

"Subsidiary" means a corporation more than 50% of the
outstanding voting stock of which is owned, directly or indirectly, by the
Company or by one or more other Subsidiaries or by the Company and one or more
other Subsidiaries. For the purposes of this definition, "voting stock" means
stock which ordinarily has voting power for the election of directors, whether
at all times or only so long as no senior class of stock has such voting power
by reason of any contingency.

"Tax Event" means the receipt by the Trust of an Opinion of
Counsel, rendered by a law firm having a recognized national tax practice, to
the effect that, as a result of any amendment to, change in or announced
proposed change in the laws (or any regulations thereunder) of the United States
or any political subdivision or taxing authority thereof or therein, or as a
result of any official administrative pronouncement or judicial decision
interpreting or applying such laws or regulations, which amendment or change is
adopted or which pronouncement or decision is announced on or after the date of
original issuance of the
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Capital Securities under the Declaration, there is more than an insubstantial



risk that (i) the Trust is, or will be within 90 days of the date of such
opinion, subject to United States federal income tax with respect to income
received or accrued on the Securities, (ii) interest payable by the Company on
the Securities is not, or within 90 days of the date of such opinion, will not
be, deductible by the Company, in whole or in part, for United States federal
income tax purposes, or (iii) the Trust is, or will be within 90 days of the
date of such opinion, subject to more than a de minimis amount of other taxes,
duties or other governmental charges.

"Treasury Rate" means (i) the yield, under the heading which
represents the average for the immediately prior week, appearing in the most
recently published statistical release designated "H.15(519)" or any successor
publication which is published weekly by the Federal Reserve and which
establishes yields on actively traded United States Treasury securities adjusted
to constant maturity under the caption "Treasury Constant Maturities", for the
maturity corresponding to the Remaining Life (if no maturity is within three
months before or after the Remaining Life, yields for the two published
maturities most closely corresponding to the Remaining Life shall be determined
and the Treasury Rate shall be interpolated or extrapolated from such yields on
a straight-line basis, rounding to the nearest month) or (ii) if such release
(or any successor release) is not published during the week preceding the
calculation date or does not contain such yields, the rate per annum equal to
the semi-annual equivalent yield to maturity of the Comparable Treasury Issue,
calculated using a price for the Comparable Treasury Issue (expressed as a
percentage of its principal amount) equal to the Comparable Treasury Price for
such Redemption Date. The Treasury Rate shall be calculated on the third
business day preceding the Redemption Date.

"Trust" means Barnett Capital I, a statutory business trust
declared and established pursuant to the Delaware Business Trust Act by the
Declaration.

"Trustee" means the Person named as the "Trustee" in the first
paragraph of this Indenture until a successor Trustee shall have become such
pursuant to the applicable provisions of this Indenture, and thereafter
"Trustee" shall mean such successor Trustee.

"Trust Indenture Act" means the Trust Indenture Act of 1939 as
in force at the date as of which this instrument was executed; PROVIDED,
HOWEVER, that in the event the Trust Indenture Act of 1939 is amended after such
date, "Trust Indenture Act" means, to the extent required by any such amendment,
the Trust Indenture Act of 1939 as so amended.

"U.S. Government Obligations" has the meaning specified in
Section 404.

"Vice President", when used with respect to the Company or the
Trustee, means any vice president, whether or not designated by a number or a
word or words added before or after the title "vice president.”
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SECTION 102. Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee
to take any action under any provision of this Indenture, the Company shall
furnish to the Trustee such certificates and opinions as may be required under
the Trust Indenture Act. Each such certificate or opinion shall be given in the
form of an Officers' Certificate, if to be given by an officer of the Company,
or an Opinion of Counsel, if to be given by counsel, and shall comply with the
requirements of the Trust Indenture Act and any other requirement set forth in
this Indenture.

SECTION 103. Form of Documents Delivered to Trustee.

In any case where several matters are required to be certified
by, or covered by an opinion of, any specified Person, it is not necessary that
all such matters be certified by, or covered by the opinion of, only one such
Person, or that they be so certified or covered by only one document, but one
such Person may certify or give an opinion with respect to some matters and one
or more other such Persons as to other matters, and any such Person may certify
or given an opinion as to such matters in one or several documents.

Any certificate or opinion of an officer of the Company may be
based, insofar as it relates to legal matters, upon a certificate or opinion of,
or representations by, counsel, unless such officer knows, or in the exercise of
reasonable care should know, that the certificate or opinion or representations
with respect to the matters upon which his certificate or opinion is based are
erroneous. Any such certificate or opinion of counsel may be based, insofar as



it relates to factual matters, upon a certificate or opinion of, or
representations by, an officer or officers of the Company stating that the
information with respect to such factual matters is in the possession of the
Company, unless such counsel knows, or in the exercise of reasonable care should
know, that the certificate or opinion or representations with respect to such
matters are erroneous.

Where any Person is required to make, give or execute two or
more applications, requests, consents, certificates, statements, opinions or
other instruments under this Indenture, they may, but need not, be consolidated
and form one instrument.

SECTION 104. Acts of Holders; Record Dates.

(a) Any request, demand, authorization, direction, notice,
consent, waiver or other action provided by this Indenture to be given or taken
by Holders may be embodied in and evidenced by one or more instruments of
substantially similar tenor signed by such Holders in person or by an agent duly
appointed in writing; and, except as herein otherwise expressly provided, such
action shall become effective when such instrument or instruments are delivered
to the Trustee at the address specified in Section 105 and, where it is hereby
expressly required, to the Company. Such instrument or instruments (and the
action embodied therein and evidenced thereby) are herein sometimes referred to
as the "Act" of the Holders signing such instrument or instruments. Proof of
execution of any such instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Indenture
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and (subject to Section 601) conclusive in favor of the Trustee and the Company,
if made in the manner provided in this Section.

(b) The fact and date of the execution by any Person of any
such instrument or writing may be proved by the affidavit of a witness of such
execution or by a certificate of a notary public or other officer authorized by
law to take acknowledgments of deeds, certifying that the individual signing
such instrument or writing acknowledged to him the execution thereof. Where such
execution is by a signer acting in a capacity other than his individual
capacity, such certificate or affidavit shall also constitute sufficient proof
of his authority. The fact and date of the execution of any such instrument or
writing, or the authority of the Person executing the same, may also be proved
in any other manner which the Trustee deems sufficient.

(c) The Company may, in the circumstances permitted by the
Trust Indenture Act, fix any day as the record date for the purpose of
determining the Holders entitled to give or take any request, demand,
authorization, direction, notice, consent, waiver or other action, or to vote on
any action, authorized or permitted to be given or taken by Holders. If not set
by the Company prior to the first solicitation of a Holder made by any Person in
respect of any such action, or, in the case of any such vote, prior to such
vote, the record date for any such action or vote shall be the 30th day (or, if
later, the date of the most recent list of Holders required to be provided
pursuant to Section 701) prior to such first solicitation or vote, as the case
may be.

With regard to any record date, only the Holders on such date
(or their duly designated proxies) shall be entitled to give or take, or vote
on, the relevant action.

(d) The ownership of Securities shall be proved by the
Security Register.

(e) Any request, demand, authorization, direction, notice,
consent, waiver or other Act of the Holder of any Security shall bind every
future Holder of the same Security and the Holder of every Security issued upon
the registration of transfer thereof or in exchange therefor or in lieu thereof
in respect of anything done, omitted or suffered to be done by the Trustee or
the Company in reliance thereon, whether or not notation of such action is made
upon such Security.

SECTION 105. Notices, Etc. to Trustee and the Company.

Any request, demand, authorization, direction, notice,
consent, waiver or Act of Holders or other document provided or permitted by
this Indenture to be made upon, given or furnished to, or filed with:

(1) the Trustee by any Holder or by the Company shall be
sufficient for every purpose hereunder if made, given, furnished or filed in
writing to or with the Trustee at its Corporate Trust Office, Attention:
Corporate Trust Trustee Administration; or
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(2) the Company by the Trustee or by any Holder shall be
sufficient for every purpose hereunder (unless otherwise herein expressly
provided) if in writing and mailed, first-class postage prepaid, to the Company
addressed to it at the address of its principal office specified in the first
paragraph of this instrument or at any other address previously furnished in
writing to the Trustee by the Company.

SECTION 106. Notice to Holders; Waiver.

Where this Indenture provides for notice to Holders of any
event, such notice shall be sufficiently given (unless otherwise herein
expressly provided) if in writing and mailed, first-class postage prepaid, to
each Holder affected by such event, at his address as it appears in the Security
Register, not later than the latest date (if any), and not earlier than the
earliest date (if any), prescribed for the giving of such notice. In any case
where notice to Holders is given by mail, neither the failure to mail such
notice, nor any defect in any notice so mailed, to any particular Holder shall
affect the sufficiency of such notice with respect to other Holders. Where this
Indenture provides for notice in any manner, such notice may be waived in
writing by the Person entitled to receive such notice, either before or after
the event, and such waiver shall be the equivalent of such notice. Waivers of
notice by Holders shall be filed with the Trustee, but such filing shall not be
a condition precedent to the validity of any action taken in reliance upon such
waiver.

In case by reason of the suspension of regular mail service or
by reason of any other cause it shall be impracticable to give such notice by
mail, then such notification as shall be made with the approval of the Trustee
shall constitute a sufficient notification for every purpose hereunder.

SECTION 107. Conflict With Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with a
provision of the Trust Indenture Act that is required under such Act to be a
part of and govern this Indenture, the provision of the Trust Indenture Act
shall control. If any provision of this Indenture modifies or excludes any
provision of the Trust Indenture Act that may be so modified or excluded, the
latter provision shall be deemed to apply to this Indenture as to modified or so
be excluded, as the case may be.

SECTION 108. Effect of Headings and Table of Contents.

The Article and Section headings herein and the Table of
Contents are for convenience only and shall not affect the construction hereof.

SECTION 109. Separability Clause.

In case any provision in this Indenture or in the Securities
shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or
impaired thereby.
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SECTION 110. Benefits of Indenture.

Nothing in this Indenture or in the Securities, express or
implied, shall give to any Person, other than the parties hereto and their
successors hereunder, the holders of Indebtedness, the holders of Capital
Securities (to the extent provided herein) and the Holders of Securities, any
benefit or any legal or equitable right, remedy or claim under this Indenture.

SECTION 111. GOVERNING LAW.

THIS INDENTURE AND THE SECURITIES SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD TO
CONFLICTS OF LAWS PRINCIPLES THEREOF. THIS INDENTURE IS SUBJECT TO THE
PROVISIONS OF THE TRUST INDENTURE ACT THAT ARE REQUIRED TO BE PART OF THIS
INDENTURE AND SHALL, TO THE EXTENT APPLICABLE, BE GOVERNED BY SUCH PROVISIONS.



SECTION 112. Legal Holidays.

In any case where any Interest Payment Date, Redemption Date
or Stated Maturity of any Security shall not be a Business Day, then
(notwithstanding any other provision of this Indenture or of the Securities)
payment of interest or principal of the Securities need not be made on such
date, but may be made on the next succeeding Business Day (except that, if such
Business Day is in the next succeeding calendar year, such Interest Payment
Date, Redemption Date or Stated Maturity, as the case may be, shall be the
immediately preceding Business Day) with the same force and effect as if made on
the Interest Payment Date or Redemption Date, or at the Stated Maturity,
PROVIDED that no interest shall accrue for the period from and after such
Interest Payment Date, Redemption Date or Stated Maturity, as the case may be.

ARTICLE TWO
SECURITY FORMS

The Junior Subordinated Securities in definitive form and the
New Junior Subordinated Securities in definitive form shall be in the form
attached hereto as Exhibit A; PROVIDED, that the New Junior Subordinated
Securities shall not contain any of the provisions following the Trustee's
authentication.

If the Securities are distributed to the holders of Capital
Securities and Common Securities, the record holder (including any Depositary)
of any Capital Securities or Common Securities shall be issued Securities in
definitive, fully registered form without interest coupons, substantially in the
form of Exhibit A hereto, with the legends in substantially the form of the
legends existing on the security representing the Capital Securities or Common
Securities to be exchanged (with such changes thereto as the officers
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executing such Securities determine to be necessary or appropriate, as evidenced
by their execution of the Securities) and such other legends as may be
applicable thereto (including any legend required by Section 313 or Section 314
hereof), duly executed by the Company and authenticated by the Trustee or the
authenticating agent as provided herein, which Securities, if to be held in
global form by any Depositary, may be deposited on behalf of the holders of the
Securities represented thereby with the Trustee, as custodian for the
Depositary, and registered in the name of a nominee of the Depositary.

Any Global Security shall represent such of the outstanding
Securities as shall be specified therein and shall provide that it shall
represent the aggregate amount of outstanding Securities from time to time
endorsed thereon and that the aggregate amount of outstanding Securities
represented thereby may from time to time be increased or reduced to reflect
transfers or exchanges permitted hereby. Any endorsement of a Global Security to
reflect the amount of any increase or decrease in the amount of outstanding
Securities represented thereby shall be made by the Trustee or the Custodian, at
the direction of the Trustee, in such manner and upon instructions given by the
holder of such Securities in accordance with the Indenture. Payment of principal
of and interest and premium, if any, on any Global Security shall be made to the
holder of such Global Security.

The Securities shall have such appropriate insertions,
omissions, substitutions and other variations as are required or permitted by
this Indenture, and may have such letters, numbers or other marks of
identification and such legends or endorsements placed thereon as may be
required to comply with the rules of any securities exchange or as may,
consistently herewith, be determined by the officers executing such Securities,
as evidenced by their execution of the Securities.

The definitive Securities shall be printed, lithographed or
engraved or produced by any combination of these or other methods, all as
determined by the officers executing such Securities, as evidenced by their
execution of such Securities.

ARTICLE THREE
THE SECURITIES
SECTION 301. Title and Terms.
The aggregate principal amount of Securities which may be

authenticated and delivered under this Indenture is limited to $309,279,000
except for Securities authenticated and delivered upon registration of transfer



of, or in exchange for, or in lieu of, other Securities pursuant to Section 304,
305, 306, 906 or 1208.

The Securities' Maturity shall be December 1, 2026.

The Securities shall bear interest at the rate of 8.06% per
annum, from November 27, 1996 or from the most recent Interest Payment Date to
which interest has been
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paid or duly provided for, as the case may be, payable semi-annually (subject to
deferral as set forth herein), in arrears, on June 1 and December 1 of each
year, commencing June 1, 1997, until the principal thereof is paid or made
available for payment. Interest will compound semi-annually and will accrue at
the rate of 8.06% per annum on any interest installment in arrears for more than
one semi-annual period or during an extension of an interest payment period as
set forth below in this Section 301. In the event that any date on which
interest is payable on the Securities is not a Business Day, then a payment of
the interest payable on such date will be made on the next succeeding day which
is a Business Day (and without any interest or other payment in respect of any
such delay) .

The Company shall have the right, at any time during the term
of the Securities, from time to time, to defer payment of interest on such
Security for up to 10 consecutive semi-annual periods (an "Extension Period")
PROVIDED that no Extension Period may extend past the Maturity of the Security.
There may be multiple Extension Periods of varying lengths during the term of
the Securities. At the end of each Extension Period, if any, the Company shall
pay all interest then accrued and unpaid, together with interest thereon,
compounded semi-annually at the rate specified on this Security to the extent
permitted by applicable law. During any such Extension Period, the Company may
not, and may not permit any Subsidiary of the Company to, (i) declare or pay any
dividends or distributions on, or redeem, purchase, acquire, or make a
liquidation payment with respect to, any of the Company's capital stock or (ii)
make any payment of principal, interest or premium, if any, on or repay,
repurchase or redeem any debt securities of the Company that rank PARI PASSU
with or junior in interest to the Securities or make any guarantee payments with
respect to any guarantee by the Company of the debt securities of any Subsidiary
of the Company if such guarantee ranks PARI PASSU or junior in interest to the
Securities (other than (a) dividends or distributions in common stock of the
Company, (b) payments under the Guarantee, (c) any declaration of a dividend in
connection with the implementation of a stockholders' rights plan, or the
issuance of stock under any such plan in the future, or the redemption or
repurchase of any such rights pursuant thereto, and (d) purchases of common
stock related to the issuance of common stock or rights under any of the
Company's benefit plans). Prior to the termination of any such Extension Period,
the Company may further extend the interest payment period, PROVIDED that no
Extension Period may exceed 10 consecutive semi-annual periods or extend beyond
the Stated Maturity of the Securities. Upon the termination of any such
Extension Period and the payment of all amounts then due on any Interest Payment
Date, the Company may elect to begin a new Extension Period subject to the above
requirements. No interest shall be due and payable during an Extension Period,
except at the end thereof. The Company shall give the Property Trustee, the
Regular Trustees and the Debenture Trustee notice of its election of such
Extension Period at least one Business Day prior to the record date for the
related interest payment.

The Trustee shall promptly give notice of the Company's
selection of such Extension Period to the Holders of the Capital Securities.

The principal of and interest on the Securities shall be
payable at the office or agency of the Paying Agent in the United States
maintained for such purpose and at any other office or agency maintained by the
Company for such purpose in such coin or currency of the
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United States of America as at the time of payment is legal tender for payment
of public and private debts; PROVIDED, HOWEVER, that at the option of the
Company payment of interest may be made (i) by check mailed to the address of
the Person entitled thereto as such address shall appear in the Security
Register or (ii) by wire transfer in immediately available funds at such place
and to such account as may be designated by the Person entitled thereto as
specified in the Security Register.



The Securities shall be subordinated in right of payment to
Indebtedness as provided in Article Eleven.

The Securities shall be redeemable as provided in Article
Twelve.

SECTION 302. Denominations.

The Securities shall be issuable only in registered form,
without coupons, and only in denominations of $1,000 and any integral multiple
thereof.

SECTION 303. Execution, Authentication, Delivery and Dating.

The Securities shall be executed on behalf of the Company by
its Chairman of the Board, its Vice Chairman of the Board, a President or one of
its Vice Presidents, under its corporate seal reproduced thereon attested by its
Secretary or one of its Assistant Secretaries. The signature of any of these
officers on the Securities may be manual or facsimile.

Securities bearing the manual or facsimile signatures of
individuals who were at any time the proper officers of the Company shall bind
the Company, notwithstanding that such individuals or any of them have ceased to
hold such offices prior to the authentication and delivery of such Securities or
did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and
delivery of this Indenture, the Company may deliver Securities executed by the
Company to the Trustee for authentication, together with a Company Order for the
authentication and delivery of such Securities; and the Trustee in accordance
with such Company Order shall authenticate and deliver such Securities as in
this Indenture provided and not otherwise.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this
Indenture or be valid or obligatory for any purpose unless there appears on such
Security a certificate of authentication substantially in the form provided for
herein executed by the Trustee by manual signature, and such certificate upon
any Security shall be conclusive evidence, and the only evidence, that such
Security has been duly authenticated and delivered hereunder.
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SECTION 304. Temporary Securities.

Pending the preparation of definitive Securities, the Company
may execute, and upon Company Order the Trustee shall authenticate and deliver,
temporary Securities which are printed, lithographed, typewritten, mimeographed
or otherwise produced, in any authorized denomination, substantially of the
tenor of the definitive Securities in lieu of which they are issued and with
such appropriate insertions, omissions, substitutions and other variations as
the officers executing such Securities may determine, as evidenced by their
execution of such Securities.

If temporary Securities are issued, the Company will cause
definitive Securities to be prepared without unreasonable delay. After the
preparation of definitive Securities, the temporary Securities shall be
exchangeable for definitive Securities upon surrender of the temporary
Securities at any office or agency of the Company designated pursuant to Section
1002, without charge to the Holder. Upon surrender for cancellation of any one
or more temporary Securities the Company shall execute and the Trustee shall
authenticate and deliver in exchange therefor a like principal amount of
definitive Securities of authorized denominations. Until so exchanged the
temporary Securities shall in all respects be entitled to the same benefits
under this Indenture as definitive Securities.

SECTION 305. Registration; Registration of Transfer and Exchange.

The Company shall cause to be kept at the Corporate Trust
Office of the Trustee a register (the register maintained in such office and in
any other office or agency designated pursuant to Section 1002 being herein
sometimes collectively referred to as the "Security Register") in which, subject
to such reasonable regulations as it may prescribe, the Company shall provide
for the registration of Securities and of transfers of Securities. The Trustee
is hereby appointed "Security Registrar" for the purpose of registering
Securities and transfers of Securities as herein provided.



Upon surrender for registration of transfer of any Security at
an office or agency of the Company designated pursuant to Section 1002 for such
purpose, the Company shall execute, and the Trustee shall authenticate and
deliver, in the name of the designated transferee or transferees, one or more
new Securities of any authorized denominations and of a like aggregate principal
amount.

At the option of the Holder, Securities may be exchanged for
other Securities of any authorized denominations and of a like aggregate
principal amount, upon surrender of the Securities to be exchanged at such
office or agency. Whenever any Securities are so surrendered for exchange, the
Company shall execute, and the Trustee shall authenticate and deliver, the
Securities which the Holder making the exchange is entitled to receive.

All Securities issued upon any registration of transfer or
exchange of Securities shall be the valid obligations of the Company, evidencing
the same debt, and entitled to the same benefits under this Indenture, as the
Securities surrendered upon such registration of transfer or exchange.
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Every Security presented or surrendered for registration of
transfer or for exchange shall (if so required by the Company or the Trustee) be
duly endorsed, or be accompanied by a written instrument of transfer in form
satisfactory to the Company and the Security Registrar duly executed, by the
Holder thereof or his attorney duly authorized in writing.

No service charge shall be made for any registration of
transfer or exchange of Securities, but the Company may require payment of a sum
sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer or exchange of Securities, other
than exchanges pursuant to Sections 304, 906 or 1208 not involving any transfer.

If the Securities are to be redeemed in part, the Company
shall not be required (A) to issue, register the transfer of or exchange any
Securities during a period beginning at the opening of business 15 days before
the day of the mailing of a notice of redemption of any such Securities selected
for redemption under Section 1204 and ending at the close of business on the day
of such mailing, or (B) to register the transfer of or exchange any Security so
selected for redemption in whole or in part, except the unredeemed portion of
any Security being redeemed in part.

So long as the Securities are eligible for book-entry
settlement with the Depositary, or unless otherwise required by law, all
Securities to be traded on the PORTAL Market shall be represented by the
Restricted Global Security registered in the name of the Depositary or the
nominee of the Depositary.

The transfer and exchange of beneficial interests in any
Global Security, which does not involve the issuance of a definitive Security or
the transfer of interests to another Global Security, shall be effected through
the Depositary (but not the Trustee or the Custodian) in accordance with this
Indenture (including the restrictions on transfer set forth herein) and the
procedures of the Depositary therefor. Neither the Trustee nor the Custodian (in
such respective capacities) will have any responsibility for the transfer and
exchange of beneficial interests in such Global Security that does not involve
the issuance of a definitive Security or the transfer of interests to another
Global Security.

SECTION 306. Mutilated, Destroyed, Lost and Stolen Securities.

If any mutilated Security is surrendered to the Trustee, the
Company shall execute and the Trustee shall authenticate and deliver in exchange
therefor a new Security of like tenor and principal amount and bearing a number
not contemporaneously outstanding.

If there shall be delivered to the Company and the Trustee (i)
evidence to their satisfaction of the destruction, loss or theft of any Security
and (ii) such security or indemnity as nay be required by them to save each of
them and any agent of either of them harmless, then, in the absence of notice to
the Company or the Trustee that such Security has been acquired by a bona fide
purchaser, the Company shall execute and the Trustee shall
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authenticate and deliver, in lieu of any such destroyed, lost or stolen
Security, a new Security of like tenor and principal amount and bearing a number
not contemporaneously outstanding.

In case any such mutilated, destroyed, lost or stolen Security
has become or is about to become due and payable, the Company in its discretion
may, instead of issuing a new Security, pay such Security.

Upon the issuance of any new Security under this Section, the
Company may require the payment of a sum sufficient to cover any tax or other
governmental charge that may be imposed in relation thereto and any other
expenses (including the fees and expenses of the Trustee) connected therewith.

Every new Security issued pursuant to this Section in lieu of
any destroyed, lost or stolen Security shall constitute an original additional
contractual obligation of the Company, whether or not the destroyed, lost or
stolen Security shall be at any time enforceable by anyone, and shall be
entitled to all the benefits of this Indenture equally and proportionately with
any and all other Securities duly issued hereunder.

The provisions of this Section are exclusive and shall
preclude (to the extent lawful) all other rights and remedies with respect to
the replacement or payment of mutilated, destroyed, lost or stolen Securities.

SECTION 307. Payment of Interest; Interest Rights Preserved.

Interest on any Security which is payable, and is punctually
paid or duly provided for, on any Interest Payment Date shall be paid to the
Person in whose name that Security (or one or more Predecessor Securities) is
registered at the close of business on the Regular Record Date for such
interest.

Any interest on any Security which is payable, but is not
punctually paid or duly provided for, on any Interest Payment Date (herein
called "Defaulted Interest") shall forthwith cease to be payable to the Holder
on the relevant Regular Record Date by virtue of having been such Holder, and
such Defaulted Interest may be paid by the Company, at its election in each
case, as provided in clause (1) or (2) below:

(1) The Company may elect to make payment of any Defaulted
Interest to the Persons in whose names the Securities (or their respective
Predecessor Securities) are registered at the close of business on a Special
Record Date for the payment of such Defaulted Interest, which shall be fixed in
the following manner. The Company shall notify the Trustee in writing of the
amount of Defaulted Interest proposed to be paid on each Security and the date
of the proposed payment, and at the same time the Company shall deposit with the
Trustee an amount of money equal to the aggregate amount proposed to be paid in
respect of such Defaulted Interest or shall make arrangements satisfactory to
the Trustee for such deposit prior to the date of the proposed payment, such
money when deposited to be held in trust for the benefit of the Persons entitled
to such Defaulted Interest as in this clause provided. Thereupon the Trustee
shall fix a Special Record Date for the
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payment of such Defaulted Interest which shall be not more than 15 days and not
less than 10 days prior to the date of the proposed payment and not less than 10
days after the receipt by the Trustee of the notice of the proposed payment. The
Trustee shall promptly notify the Company of such Special Record Date and, in
the name and at the expense of the Company, shall cause notice of the proposed
payment of such Defaulted Interest and the Special Record Date therefor to be
mailed, first-class postage prepaid, to each Holder at his address as it appears
in the Security Register, not less than 10 days prior to such Special Record
Date. Notice of the proposed payment of such Defaulted Interest and the Special
Record Date therefor having been so mailed, such Defaulted Interest shall be
paid to the Persons in whose names the Securities (or their respective
Predecessor Securities) are registered at the close of business on such Special
Record Date and shall no longer be payable pursuant to the following clause (2).

(2) The Company may make payment of any Defaulted Interest in
any other lawful manner not inconsistent with the requirements of any securities
exchange on which the Securities may be listed, and if so listed, upon such
notice as may be required by such exchange, if, after notice given by the
Company to the Trustee of the proposed payment pursuant to this clause, such
manner of payment shall be deemed practicable by the Trustee. Subject to the
foregoing provisions of this Section, each Security delivered under this
Indenture upon registration of transfer of or in exchange for or in lieu of any
other Security shall carry the rights to interest accrued and unpaid, and to
accrue which, which were carried by such other Security.



SECTION 308. Persons Deemed Owners.

Prior to due presentment of a Security for registration of
transfer, the Company, the Trustee and any agent of the Company or the Trustee
shall treat the Person in whose name such Security is registered as the owner of
such Security for the purpose of receiving payment of principal of and (subject
to Section 307) interest on such Security and for all other purposes whatsoever,
whether or not such Security be overdue, and neither the Company, the Trustee
nor any agent of the Company or the Trustee shall be affected by notice to the
contrary.

SECTION 309. Cancellation.

All Securities surrendered for payment, redemption,
registration of transfer or exchange shall, if surrendered to any Person other
than the Trustee, be delivered to the Trustee and shall be promptly cancelled by
it. The Company may at any time deliver to the Trustee for cancellation any
Securities previously authenticated and delivered hereunder which the Company
may have acquired in any manner whatsoever, and all Securities so delivered
shall be promptly cancelled by the Trustee. No Securities shall be authenticated
in lieu of or in exchange for any Securities cancelled as provided in this
Section, except as expressly permitted by this Indenture. All cancelled
Securities held by the Trustee shall be disposed of as directed by a Company
Order.
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SECTION 310. Computation of Interest.

Interest on the Securities shall be computed on the basis of a
360-day year of twelve 30-day months. The amount of interest payable for any
period shorter than a full semi-annual period for which interest is computed
will be computed on the basis of actual number of days elapsed in such 180-day
semi-annual period.

SECTION 311. Right of Set-off.

Notwithstanding anything to the contrary in the Indenture, the
Company shall have the right to set-off any payment it is otherwise required to
make thereunder to the extent the Company has theretofore made, or is
concurrently on the date of such payment making, a related payment under the
Guarantee.

SECTION 312. CUSIP Numbers.

The Company in issuing the Securities may use "CUSIP" numbers
(if then generally in use), and, if so, the Trustee shall use "CUSIP" numbers in
notices of redemption as a convenience to Holders; PROVIDED that any such notice
may state that no representation is made as to the correctness of such numbers
either as printed on the Securities or as contained in any notice of a
redemption and that reliance may be placed only on the other identification
numbers printed on the Securities, and any such redemption shall not be affected
by any defect in or omission of such numbers.

SECTION 313. Global Securities.

If the Securities are distributed to the holders of Capital
Securities, Securities distributed in respect of Capital Securities that are
held in global form by a Depositary will initially be issued as a Global
Security, unless such transfer cannot be effected through book-entry settlement.
If the Company shall establish that the Securities are to be issued in the form
of one or more Global Securities, then the Company shall execute and the Trustee
shall, in accordance with Section 303 and the Company Order, authenticate and
deliver one or more Global Securities that (i) shall represent and shall be
denominated in an amount equal to the aggregate principal amount of all of the
Securities to be issued in the form of Global Securities and not yet cancelled,
(ii) shall be registered in the name of the Depositary for such Global Security
or Securities or the nominee of such Depositary, and (iii) shall be delivered by
the Trustee to such Depositary or pursuant to such Depositary's instructions.
Global Securities shall bear a legend substantially to the following effect:

"This Security is a Global Security within the meaning of the
Indenture hereinafter referred to and is registered in the name of a Depositary
or a nominee of a Depositary. Notwithstanding the provisions of Section 305,
unless and until it is exchanged in whole or in part for Securities in
definitive registered form, a Global Security representing all or a part of the
Securities may not be transferred in the manner provided in Section 305 except
as a whole by the Depositary to a nominee of such Depositary or by a nominee of



such Depositary to such Depositary or another nominee of such Depositary or by
such
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Depositary or any such nominee to a successor Depositary or a nominee of such
successor Depositary. Every Security delivered upon registration or transfer of,
or in exchange for, or in lieu of, this Global Security shall be a Global
Security subject to the foregoing, except in the limited circumstances described
above. Unless this certificate is presented by an authorized representative of
The Depository Trust Company, a New York corporation ("DTC"), to the Company or
its agent for registration of transfer, exchange or payment, and any certificate
issued is registered in the name of Cede & Co. or in such other name as is
requested by an authorized representative of DTC (and any payment is to be made
to Cede & Co. or to such other entity as is requested by an authorized
representative of DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof, Cede & Co., has an interest herein."

Definitive Securities issued in exchange for all or a part of
a Global Security pursuant to this Section 313 shall be registered in such names
and in such authorized denominations as the Depositary, pursuant to instructions
from its direct or indirect participants or otherwise, shall instruct the
Trustee. Upon execution and authentication, the Trustee shall deliver such
definitive Securities to the persons in whose names such definitive Securities
are so registered.

At such time as all interests in Global Securities have been
redeemed, repurchased or canceled, such Global Securities shall be, upon receipt
thereof, canceled by the Trustee in accordance with standing procedures and
instructions existing between the Depositary and the Custodian. At any time
prior to such cancellation, if any interest in Global Securities is exchanged
for definitive Securities, redeemed, canceled or transferred to a transferee who
receives definitive Securities therefor or any definitive Security is exchanged
or transferred for part of Global Securities, the principal amount of such
Global Securities shall, in accordance with the standing procedures and
instructions existing between the Depositary and the Custodian, be reduced or
increased, as the case may be, and an endorsement shall be made on such Global
Securities by the Trustee or the Custodian, at the direction of the Trustee, to
reflect such reduction or increase.

The Company and the Trustee may for all purposes, including
the making of payments due on the Securities, deal with the Depositary as the
authorized representative of the Holders for the purposes of exercising the
rights of Holders hereunder. The rights of the owner of any beneficial interest
in a Global Security shall be limited to those established by law and agreements
between such owners and depository participants or Euroclear and Cedel;
PROVIDED, that no such agreement shall give any rights to any person against the
Company or the Trustee without the written consent of the parties so affected.
Multiple requests and directions from and votes of the Depositary as holder of
Securities in global form with respect to any particular matter shall not be
deemed inconsistent to the extent they do not represent an amount of Securities
in excess of those held in the name of the Depositary or its nominee.

If at any time the Depositary for any Securities represented
by one or more Global Securities notifies the Company that it is unwilling or
unable to continue as Depositary for such Securities or if at any time the
Depositary for such Securities shall no
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longer be eligible under this Section 313, the Company shall appoint a successor
Depositary with respect to such Securities. If a successor Depositary for such
Securities is not appointed by the Company within 90 days after the Company
receives such notice or becomes aware of such ineligibility, the Company's
election that such Securities be represented by one or more Global Securities
shall no longer be effective and the Company shall execute, and the Trustee,
upon receipt of a Company Order for the authentication and delivery of
definitive Securities, will authenticate and deliver Securities in definitive
registered form, in any authorized denominations, in an aggregate principal
amount equal to the principal amount of the Global Security or Securities
representing such Securities in exchange for such Global Security or Securities.

The Company may at any time and in its sole discretion
determine that the Securities issued in the form of one or more Global



Securities shall no longer be represented by a Global Security or Securities. In
such event the Company shall execute, and the Trustee, upon receipt of a Company
Order or an Officers' Certificate for the authentication and delivery of
definitive Securities, shall authenticate and deliver, Securities in definitive
registered form, in any authorized denominations, in an aggregate principal
amount equal to the principal amount of the Global Security or Securities
representing such Securities, in exchange for such Global Security or
Securities.

Notwithstanding any other provisions of this Indenture (other
than the provisions set forth in Section 314(a)), Global Securities may not be
transferred as a whole except by the Depositary to a nominee of the Depositary
or by a nominee of the Depositary to the Depositary or another nominee of the
Depositary or by the Depositary or any such nominee to a successor Depositary or
a nominee of such successor Depositary.

Interests of beneficial owners in Global Security may be
transferred or exchanged for definitive Securities and definitive Securities may
be transferred or exchange for Global Securities in accordance with rules of the
Depositary and the provisions of Section 315.

Any Security in global form may be endorsed with or have
incorporated in the text thereof such legends or recitals or changes not
inconsistent with the provisions of this Indenture as may be required by the
Custodian, the Depositary or by the National Association of Securities Dealers,
Inc. in order for the Securities to be tradeable on the PORTAL Market or as may
be required for the Securities to be tradeable on any other market developed for
trading of securities pursuant to Rule 144A or required to comply with any
applicable law or any regulation thereunder or with Regulation S or with the
rules and regulations of any securities exchange upon which the Securities may
be listed or traded or to conform with any usage with respect thereto, or to
indicate any special limitations or restrictions to which any particular
Securities are subject.

SECTION 314. Restrictive Legend.

(a) Each Global Security and definitive Security that
constitutes a Restricted Security shall bear the following legend (the "Private
Placement Legend") on the

25

face thereof until three years after the later of the date of original issue and
the last date on which the Company or any affiliate of the Company was the owner
of such Capital Securities (or any predecessor thereto) (the "Resale Restriction
Termination Date"), unless otherwise agreed by the Company and the Holder
thereof:

"THIS SECURITY (OR ITS PREDECESSOR) HAS NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR
ANY STATE SECURITIES LAWS AND NEITHER THIS SECURITY NOR ANY INTEREST OR
PARTICIPATION HEREIN MAY BE OFFERED, SOLD OR OTHERWISE TRANSFERRED IN
THE ABSENCE OF SUCH REGISTRATION OR AN APPLICABLE EXEMPTION THEREFROM.
EACH PURCHASER OF THIS SECURITY IS HEREBY NOTIFIED THAT THE SELLER MAY
BE RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF THE
SECURITIES ACT PROVIDED BY RULE 144A THEREUNDER. THE HOLDER OF THIS
SECURITY, BY ITS ACCEPTANCE HEREOF, REPRESENTS, ACKNOWLEDGES AND AGREES
FOR THE BENEFIT OF THE COMPANY THAT: (I) IT HAS ACQUIRED A "RESTRICTED"
SECURITY WHICH HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT; (II)
IT WILL NOT OFFER, SELL OR OTHERWISE TRANSFER THIS SECURITY PRIOR TO
THE LATER OF THE DATE WHICH IS THREE YEARS AFTER THE DATE OF ORIGINAL
ISSUANCE HEREOF AND THE LAST DATE ON WHICH THE COMPANY OR ANY AFFILIATE
OF THE COMPANY WAS THE OWNER OF SUCH RESTRICTED SECURITIES (OR ANY
PREDECESSOR) EXCEPT (A) TO THE COMPANY, (B) PURSUANT TO A REGISTRATION
STATEMENT WHICH HAS BEEN DECLARED EFFECTIVE UNDER THE SECURITIES ACT,
(C) FOR SO LONG AS THIS SECURITY IS ELIGIBLE FOR RESALE PURSUANT TO
RULE 144A, TO A PERSON WHO THE SELLER REASONABLY BELIEVES IS A
"QUALIFIED INSTITUTIONAL BUYER" (AS DEFINED IN RULE 144A UNDER THE
SECURITIES ACT) IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144A,
(D) OUTSIDE THE UNITED STATES IN A TRANSACTION MEETING THE REQUIREMENTS
OF RULE 904 UNDER THE SECURITIES ACT, OR (E) PURSUANT TO ANOTHER
AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT AND, IN EACH CASE, IN ACCORDANCE WITH THE APPLICABLE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY APPLICABLE
JURISDICTION; AND (III) IT WILL, AND EACH SUBSEQUENT HOLDER IS REQUIRED
TO, NOTIFY ANY PURCHASER FROM IT OF THIS SECURITY OF THE RESALE
RESTRICTIONS SET FORTH IN (II) ABOVE, ANY OFFER, SALE OR OTHER
DISPOSITION PURSUANT TO THE FOREGOING CLAUSES (II) (D) AND (E) IS
SUBJECT TO THE RIGHT OF THE ISSUER OF THIS SECURITY AND THE PROPERTY
TRUSTEE FOR SUCH SECURITIES TO REQUIRE THE DELIVERY OF AN OPINION OF



COUNSEL, CERTIFICATIONS OR OTHER INFORMATION ACCEPTABLE TO THEM IN FORM
AND SUBSTANCE."
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Any Security (or security issued in exchange or substitution
therefor) as to which such restrictions on transfer shall have expired in
accordance with their terms may, upon satisfaction of the requirements of
Section 314 (b) and surrender of such Security for exchange to the Security
registrar in accordance with the provisions of this Section 314, be exchanged
for a new Security or Securities, of like tenor and aggregate principal amount,
which shall not bear the restrictive legend required by this Section 314 (a).

(b) Upon any sale or transfer of any Restricted Security
(including any interest in a Global Security) (i) that is effected pursuant to
an effective registration statement under the Securities Act or (ii) in
connection with which the Trustee receives certificates and other information
(including an opinion of counsel, if requested) reasonably acceptable to the
Company and the Trustee to the effect that such security will no longer be
subject to the resale restrictions under federal and state securities laws, then
(A) in the case of a Restricted Security in definitive form, the Security
registrar or co-registrar shall permit the holder thereof to exchange such
Restricted Security for a security that does not bear the legend set forth in
Section 314 (a), and shall rescind any such restrictions on transfer and (B) in
the case of Restricted Securities represented by a Global Security, such
Security shall no longer be subject to the restrictions contained in the legend
set forth in Section 314 (a) (but still subject to the other provisions hereof).
In addition, any Security (or security issued in exchange or substitution
therefor) as to which the restrictions on transfer described in the legend set
forth in Section 314 (a) have expired by their terms, may, upon surrender thereof
(in accordance with the terms of this Indenture) together with such
certifications and other information (including an opinion of counsel having
substantial experience in practice under the Securities Act and otherwise
reasonably acceptable to the Company, addressed to the Company and the Trustee
and in a form acceptable to the Company, to the effect that the transfer of such
Restricted Security has been made in compliance with Rule 144 or such successor
provision) acceptable to the Company and the Trustee as either of them may
reasonably require, be exchanged for a new Security or Securities of like tenor
and aggregate principal amount, which shall not bear the restrictive legends set
forth in Section 314 (a).

SECTION 315. Special Transfer Provisions.

At any time at the request of the beneficial holder of an
interest in a Security in global form, such beneficial holder shall be entitled
to obtain a definitive Security upon written request to the Trustee in
accordance with the standing instructions and procedures existing between the
Depositary and the Trustee for the issuance thereof. Any transfer of a
beneficial interest in a Security in global form which cannot be effected
through book-entry settlement must be effected by the delivery to the transferee
(or its nominee) of a definitive Security or Securities registered in the name
of the transferee (or its nominee) on the books maintained by the Trustee. With
respect to any such transfer, the Trustee will cause, in accordance with the
standing instructions and procedures existing between the Depositary and the
Trustee, the aggregate principal amount of the Security in global form to be
reduced and, following such reduction, the Company will execute and the Trustee
will authenticate and deliver to the transferee (or such transferee's nominee,
as the case may be), a Security or Securities in the appropriate aggregate
principal amount in the name of such transferee (or its nominee) and bearing
such restrictive legends as may be required by this Indenture. In
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connection with any such transfer, the Trustee may request such representations
and agreements relating to the restrictions on transfer of such Security or
Securities from such transferee (or such transferee's nominee) as the Trustee
may reasonably require.

So long as the Securities are eligible for book-entry
settlement, or unless otherwise required by law, upon any transfer of a
definitive Security to a QIB in accordance with Rule 144A, unless otherwise
requested by the transferor, and upon receipt of the definitive Security or
Securities being so transferred, together with a certification from the
transferor that the transferor reasonably believes the transferee is a QIB (or



other evidence satisfactory to the Trustee), the Trustee shall make an
endorsement on the Restricted Global Security to reflect an increase in the
aggregate principal amount of the Securities represented by the Restricted
Global Security, the Trustee shall cancel such definitive Security or Securities
and cause, in accordance with the standing instructions and procedures existing
between the Depositary and the Trustee, the aggregate principal amount of
Securities represented by the Restricted Global Security to be increased
accordingly.

So long as the Securities are eligible for book-entry
settlement, or unless otherwise required by law, upon any transfer of a
definitive Security in accordance with Regulation S, if requested by the
transferor, and upon receipt of the definitive Security or Securities being so
transferred, together with a certification from the transferor that the transfer
was made in accordance with Rule 903 or 904 of Regulation S or Rule 144 under
the Securities Act (or other evidence satisfactory to the Trustee), the Trustee
shall make or direct the Custodian to make, an endorsement on the Regulation S
Global Security to reflect an increase in the aggregate principal amount of the
Securities represented by the Regulation S Global Security, the Trustee shall
cancel such definitive Security or Securities and cause, or direct the Custodian
to cause, in accordance with the standing instructions and procedures existing
between the Depositary and the Custodian, the aggregate principal amount of
Securities represented by the Regulation S Global Security to be increased
accordingly.

If a holder of a beneficial interest in the Restricted Global
Security wishes at any time to exchange its interest in the Restricted Global
Security for an interest in the Regulation S Global Security, or to transfer its
interest in the Restricted Global Security to a person who wishes to take
delivery thereof in the form of an interest in the Regulation S Global Security,
such holder may, subject to the rules and procedures of the Depositary and to
the requirements set forth in the following sentence, exchange or cause the
exchange or transfer or cause the transfer of such interest for an equivalent
beneficial interest in the Regulation S Global Security. Upon receipt by the
Trustee, as transfer agent of (1) instructions given in accordance with the
Depositary's procedures from or on behalf of a holder of a beneficial interest
in the Restricted Global Security, directing the Trustee (via DWAC), as transfer
agent, to credit or cause to be credited a beneficial interest in the Regulation
S Global Security in an amount equal to the beneficial interest in the
Restricted Global Security to be exchanged or transferred, (2) a written order
given in accordance with the Depositary's procedures containing information
regarding the Euroclear or Cedel account to be credited with such increase and
the name of such account, and (3) a certificate given by the holder of such
beneficial interest stating that the exchange or transfer of such interest has
been made pursuant to and in accordance with Rule 903 or Rule 904 of Regulation
S or Rule
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144 under the Securities Act (or other evidence satisfactory to the Trustee),
the Trustee, as transfer agent, shall promptly deliver appropriate instructions
to the Depositary (via DWAC), its nominee, or the custodian for the Depositary,
as the case may be, to reduce or reflect on its records a reduction of the
Restricted Global Security by the aggregate principal amount of the beneficial
interest in such Restricted Global Security to be so exchanged or transferred
from the relevant participant, and the Trustee, as transfer agent, shall
promptly deliver appropriate instructions (via DWAC) to the Depositary, its
nominee, or the custodian for the Depositary, as the case may be, concurrently
with such reduction, to increase or reflect on its records an increase of the
principal amount of such Regulation S Global Security by the aggregate principal
amount of the beneficial interest in such Restricted Global Security to be so
exchanged or transferred, and to credit or cause to be credited to the account
of the person specified in such instructions (who may be Morgan Guaranty Trust
Company of New York, Brussels office, as operator of Euroclear or Cedel or
another agent member of Euroclear or Cedel, or both, as the case may be, acting
for and on behalf of them) a beneficial interest in such Regulation S Global
Security equal to the reduction in the principal amount of such Restricted
Global Security.

If a holder of a beneficial interest in the Regulation S
Global Security wishes at any time to exchange its interest in the Regulation S
Global Security for an interest in the Restricted Global Security, or to
transfer its interest in the Regulation S Global Security to a person who wishes
to take delivery thereof in the form of an interest in the Restricted Global
Security, such holder may, subject to the rules and procedures of Euroclear or
Cedel and the Depositary, as the case may be, and to the requirements set forth
in the following sentence, exchange or cause the exchange or transfer or cause
the transfer of such interest for an equivalent beneficial interest in such
Restricted Global Security. Upon receipt by the Trustee, as transfer agent of
(1) instructions given in accordance with the procedures of Euroclear or Cedel



and the Depositary, as the case may be, from or on behalf of a beneficial owner
of an interest in the Regulation S Global Security directing the Trustee, as
transfer agent, to credit or cause to be credited a beneficial interest in the
Restricted Global Security in an amount equal to the beneficial interest in the
Regulation S Global Security to be exchanged or transferred, (2) a written order
given in accordance with the procedures of Euroclear or Cedel and the
Depositary, as the case may be, containing information regarding the account
with the Depositary to be credited with such increase and the name of such
account, and (3) prior to the expiration of the Restricted Period, a certificate
given by the holder of such beneficial interest and stating that the person
transferring such interest in such Regulation S Global Security reasonably
believes that the person acquiring such interest in the Restricted Global
Security is a QIB and is obtaining such beneficial interest in a transaction
meeting the requirements of Rule 144A and any applicable securities laws of any
state of the United States or any other jurisdiction (or other evidence
satisfactory to the Trustee), the Trustee, as transfer agent, shall promptly
deliver (via DWAC) appropriate instructions to the Depositary, its nominee, or
the custodian for the Depositary, as the case may be, to reduce or reflect on
its records a reduction of the Regulation S Global Security by the aggregate
principal amount of the beneficial interest in such Regulation S Global Security
to be exchanged or transferred, and the Trustee, as transfer agent, shall
promptly deliver (via DWAC) appropriate instructions to the Depositary, its
nominee, or the custodian for the Depositary, as the case may be, concurrently
with such reduction, to increase or reflect on its records an increase of the
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principal amount of the Restricted Global Security by the aggregate principal
amount of the beneficial interest in the Regulation S Global Security to be so
exchanged or transferred, and to credit or cause to be credited to the account
of the person specified in such instructions a beneficial interest in the
Restricted Global Security equal to the reduction in the principal amount of the
Regulation S Global Security. After the expiration of the Restricted Period (as
defined below), the certification requirement set forth in clause (3) of the
second sentence of the above paragraph will no longer apply to such exchanges
and transfers.

Any beneficial interest in one of the Global Securities that
is transferred to a person who takes delivery in the form of an interest in the
other Global Security will, upon transfer, cease to be an interest in such
Global Security and become an interest in the other Global Security and,
accordingly, will thereafter be subject to all transfer restrictions and other
procedures applicable to beneficial interests in such other Global Security for
as long as it remains such an interest.

Prior to or on the 40th day after the later of the
commencement of the offering of the Capital Securities and the Closing Date (the
"Restricted Period"), beneficial interests in a Regulation S Global Security may
only be held through Morgan Guaranty Trust Company of New York, Brussels office,
as operator of Euroclear or Cedel or another agent member of Euroclear and Cedel
acting for and on behalf of them, unless delivery is made through the Restricted
Global Security in accordance with the certification requirements hereof. During
the Restricted Period, interests in the Regulation S Global Security, if any,
may be exchanged for interests in the Restricted Global Security or for
definitive Securities only in accordance with the certification requirements
described above.

ARTICLE FOUR
SATISFACTION AND DISCHARGE; DEFEASANCE
SECTION 401. Satisfaction and Discharge of Indenture.

This Indenture shall cease to be of further effect (except as
to any surviving rights of registration of transfer or exchange of Securities
herein expressly provided for), and the Trustee, on written demand of and at the
expense of the Company, shall execute instruments supplied by the Company
acknowledging satisfaction and discharge of this Indenture, when (1) either (A)
all Securities theretofore authenticated and delivered (other than (i)
Securities which have been destroyed, lost or stolen and which have been
replaced or paid as provided in Section 306 and (ii) Securities for whose
payment money has theretofore been deposited in trust or segregated and held in
trust by the Company and thereafter repaid to the Company or discharged from
such trust, as provided in Section 1003) have been delivered to the Trustee for
cancellation; or (B) all such Securities not theretofore delivered to the
Trustee for cancellation (i) have become due and payable, or (ii) will become
due and payable at their Maturity within one year, or (iii) if redeemable at the
option of the Company, are to be called for redemption within one year under
arrangements satisfactory to the Trustee for the giving of notice of redemption



by the Trustee in the name, and at the expense, of the
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Company and the Company, in the case of (i), (ii) or (iii) above, has deposited
or caused to be deposited with the Trustee as funds in trust for the purpose on
amount sufficient to pay and discharge the entire indebtedness on such
Securities not theretofore delivered to the Trustee for cancellation, for
principal and interest to the date of such deposit (in the case of Securities
which have become due and payable) or to the Maturity or Redemption Date, as the
case may be; (2) the Company has paid or ceased to be paid all other sums
payable hereunder by the Company; and (3) the Company has delivered to the
Trustee an Officers' Certificate and an Opinion of Counsel, each stating that
all conditions precedent herein provided for relating to the satisfaction and
discharge of this Indenture have been complied with. Notwithstanding the
satisfaction and discharge of this Indenture, the obligations of the Company to
the Trustee under Section 607 and, if money shall have been deposited with the
Trustee pursuant to subclause (B) of clause (1) of this Section, the obligations
of the Trustee under Section 402 and the last paragraph of Section 1003 shall
survive.

SECTION 402. Legal Defeasance.

In addition to discharge of this Indenture pursuant to Section
401, in the case of any Securities with respect to which the exact amount
described in subparagraph (a) of Section 404 can be determined at the time of
making the deposit referred to in such subparagraph (a), the Company shall be
deemed to have paid and discharged the entire indebtedness on all the Securities
as provided in this Section on and after the date the conditions set forth in
Section 404 are satisfied, and the provisions of this Indenture with respect to
the Securities shall no longer be in effect (except as to (i) rights of
registration of transfer and exchange of Securities, (ii) substitution of
mutilated, defaced, destroyed, lost or stolen Securities, (iii) rights of
Holders of Securities to receive, solely from the trust fund described in
subparagraph (a) of Section 404, payments of principal thereof and interest, if
any, thereon upon the original stated due dates therefor (but not upon
acceleration), (iv) the rights, obligations, duties and immunities of the
Trustee hereunder, (v) this Section 402 and (vi) the rights of the Holders of
Securities as beneficiaries hereof with respect to the property so deposited
with the Trustee payable to all or any of them) (hereinafter called "Legal
Defeasance"), and the Trustee, at the cost and expense of the Company, shall
execute proper instruments acknowledging the same.

SECTION 403. Covenant Defeasance.

In the case of any Securities with respect to which the exact
amount described in subparagraph (a) of Section 404 can be determined at the
time of making the deposit referred to in such subparagraph (a), (i) the Company
shall be released from its obligations under any covenants specified in or
pursuant to this Indenture (except as to (i) rights of registration of transfer
and exchange of Securities, (ii) substitution of mutilated, defaced, destroyed,
lost or stolen Securities, (iii) rights of Holders of Securities to receive,
from the Company pursuant to Section 1001, payments of principal thereof and
interest, if any, thereon upon the original stated due dates therefor (but not
upon acceleration), (iv) the rights, obligations, duties and immunities of the
Trustee hereunder and (v) the rights of the Holders of Securities as
beneficiaries hereof with respect to the property so deposited with the Trustee
payable to all or any of them), and (ii) the occurrence of any event specified
in Section
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501 (3) (with respect to any of the covenants specified in or pursuant to this
Indenture) shall be deemed not to be or result in an Event of Default, in each
case with respect to the Outstanding Securities as provided in this Section on
and after the date the conditions set forth in Section 404 are satisfied
(hereinafter called "Covenant Defeasance"), and the Trustee, at the cost and
expense of the Company, shall execute proper instruments acknowledging the same.
For this purpose, such Covenant Defeasance means that the Company may omit to
comply with and shall have no liability in respect of any term, condition or
limitation set forth in any such covenant (to the extent so specified in the
case of Section 501(3)), whether directly or indirectly by reason of any
reference elsewhere herein to any such covenant or by reason of any reference in
any such covenant to any other provision herein or in any other document, but
the remainder of this Indenture and the Securities shall be unaffected thereby.



SECTION 404. Conditions to Legal Defeasance or Covenant Defeasance.

The following shall be the conditions to application of either
Section 402 or 403 to the Outstanding Securities:

(a) with reference to Section 402 or 403, the Company has
irrevocably deposited or caused to be irrevocably deposited with the Trustee as
funds in trust, specifically pledged as security for, and dedicated solely to,
the benefit of the Holders of Securities (i) cash in an amount, (ii) direct
obligations of the United States of America, backed by its full faith and credit
("U.S. Government Obligations"), maturing as to principal and interest, if any,
at such times and in such amounts as will ensure the availability of cash, (iii)
obligations of a Person controlled or supervised by and acting as an agency or
instrumentality of the United States of America the timely payment of which is
unconditionally guaranteed as a full faith and credit obligation by the United
States of America, or (iv) a combination thereof, in each case sufficient, in
the opinion of a nationally recognized firm of independent public accountants
expressed in a written certification thereof delivered to the Trustee, to pay
and discharge the principal of and interest, if any, on all Securities on each
date that such principal or interest, if any, is due and payable;

(b) in the case of Legal Defeasance under Section 402, the
Company has delivered to the Trustee an Opinion of Counsel based on the fact
that (x) the Company has received from, or there has been published by, the
Internal Revenue Service a ruling or (y), since the date hereof, there has been
a change in the applicable United States federal income tax law, in either case
to the effect that, and such opinion shall confirm that, the Holders of the
Securities of such series will not recognize income, gain or loss for federal
income tax purposes as a result of such deposit and Legal Defeasance and will be
subject to federal income tax on the same amount and in the same manner and at
the same times as would have been the case if such deposit and Legal Defeasance
had not occurred;

(c) in the case of Covenant Defeasance under Section 403, the
Company has delivered to the Trustee an Opinion of Counsel to the effect that,
and such opinion shall confirm that, the Holders of the Securities will not
recognize income, gain or loss for federal income tax purposes as a result of
such deposit and Covenant Defeasance and will be subject
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to federal income tax on the same amount in the same manner and at the same
times as would have been the case if such deposit and Covenant Defeasance had
not occurred;

(d) such Legal Defeasance or Covenant Defeasance will not
result in a breach or violation of, or constitute a default under, any agreement
or instrument to which the Company is a party or by which it is bound; and

(e) the Company shall have delivered to the Trustee an
Officers' Certificate and an Opinion of Counsel, each stating that all
conditions precedent contemplated by this provision have been complied with.

SECTION 405. Application of Trust Money.

Subject to the provisions of the last paragraph of Section
1003, all money and U.S. Government Obligations deposited with the Trustee
pursuant to Section 401 shall be held in trust and such money and all money from
such U.S. Government Obligations shall be applied by it, in accordance with the
provisions of the Securities and this Indenture, to the payment, either directly
or through any Paying Agent (including the Company acting as its own Paying
Agent) as the Trustee may determine, to the Persons entitled thereto, of the
principal and interest for whose payment such money and U.S. Government
Obligations has been deposited with the Trustee.

SECTION 406. Indemnity for U.S. Government Obligations.

The Company shall pay and indemnify the Trustee against any
tax, fee or other charge imposed on or assessed against the U.S. Government
Obligations deposited pursuant to Section 404 or the principal or interest
received in respect of such obligations other than any such tax, fee or other
charge that by law is for the account of the Holders of Outstanding Securities.

ARTICLE FIVE

REMEDIES

SECTION 501. Events of Default.



"Event of Default" wherever used herein, means any one of the
following events that has occurred and is continuing (whatever the reason for
such Event of Default and whether it shall be occasioned by the provisions of
Article Eleven or be voluntary or involuntary or be effected by operation of law
or pursuant to any judgment, decree or order of any court or any order, rule or
regulation of any administrative or governmental body) :

(1) failure for 30 days to pay any interest on the Securities
when due (subject to the deferral of any due date in the case of an Extension
Period); or
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(2) failure to pay any principal on the Securities when due,
whether at Maturity, upon redemption, by declaration of acceleration or
otherwise;

(3) failure to observe or perform in any material respect any
other covenant herein that continues 90 days after written notice to the Company
from the Trustee or the holders of at least 25% in principal amount of the
outstanding Securities; or

(4) entry by a court having jurisdiction in the premises of
(A) a decree or order for relief in respect of the Company in an involuntary
case or proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or (B) a decree or order adjudging the
Company a bankrupt or insolvent, or approving as properly filed a petition
seeking reorganization, arrangement, adjustment or composition of or in respect
of the Company under any applicable Federal or State law, at appointing a
custodian, receiver, liquidator, assignee, trustee, sequestrator or other
similar official of the Company or of substantially all of the property of the
Company, or ordering the winding up or liquidation of its affairs, and the
continuance of any such decree or order for relief or any such other decree or
order unstayed and in effect for a period of 90 consecutive days; or

(5) (A) the commencement by the Company of a voluntary case or
proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or of any other case or proceeding to be
adjudicated a bankrupt or insolvent, or (B) the consent by the Company or to the
entry of a decree or order for relief in respect of itself in an involuntary
case or proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or to the commencement of any bankruptcy or
insolvency case or proceeding against the Company, or (C) the filing by the
Company of a petition or answer or consent seeking reorganization or relief
under any applicable Federal or State law, or (D) the consent by the Company to
the filing of such petition or to the appointment of or taking possession by a
custodian, receiver, liquidator, assignee, trustee, sequestrator or other
similar official of the Company or of all or substantially all of the property
of the Company, or (E) the making by the Company of an assignment for the
benefit of creditors.

SECTION 502. Acceleration of Maturity; Rescission and Annulment.

If an Event of Default occurs and is continuing, then and in
every such case the Trustee or the Holders of not less than 25% in principal
amount of the Outstanding Securities shall have the right to declare the
principal of and the interest on all the Securities and any other amounts
payable hereunder to be due and payable immediately, PROVIDED, HOWEVER, that if
upon an Event of Default, the Trustee or the Holders of at least 25% in
aggregate principal amount of the outstanding Securities fail to declare the
payment of all amounts on the Securities to be immediately due and payable, the
holders of at least 25% in aggregate liquidation preference of Capital
Securities then outstanding shall have such right, by a notice in writing to the
Company (and to the Trustee if given by Holders or the holders of Capital
Securities) and upon any such declaration such principal and all accrued
interest shall become immediately due and payable.
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At any time after such a declaration of acceleration has been
made and before a judgment or decree for payment of the money due has been
obtained by the Trustee as hereinafter provided in this Article, the Holders of



a majority in principal amount of the Outstanding Securities, by written notice
to the Company and the Trustee, may rescind and annul such declaration and its
consequences if (1) the Company has paid or deposited with the Trustee a sum
sufficient to pay (A) all overdue interest on all Securities, (B) the principal
of (and premium, if any, on) any Securities which have become due otherwise than
by such declaration of acceleration and interest thereon at the rate borne by
the Securities, (C) to the extent that payment of such interest is lawful,
interest upon overdue interest at the rate borne by the Securities, and (D) all
sums paid or advanced by the Trustee hereunder and the reasonable compensation,
expenses, disbursements and advances of the Trustee, its agents and counsel; and
(2) all Events of Default, other than the non-payment of the principal of
Securities which have become due solely by such declaration of acceleration,
have been cured or waived as provided in Section 513. Should the Holders of such
Securities fail to annul such declaration and waive such default, the holders of
a majority in aggregate liquidation amount of the Capital Securities shall have
such right. No such rescission shall affect any subsequent default or impair any
right consequent thereon.

SECTION 503. Collection of Indebtedness and Suits for Enforcement by Trustee
The Company covenants that if

(1) default is made in the payment of any interest on any
Security when such interest becomes due and payable and such default continues
for a period of 30 days, or

(2) default is made in the payment of the principal of any
Security at the Maturity thereof,

the Company will, upon demand of the Trustee, pay to it, for the benefit of the
Holders of such Securities, the whole amount then due and payable on such
Securities for principal and interest, and, to the extent that payment thereof
shall be legally enforceable, interest on any overdue principal and on any
overdue interest, at the rate borne by the Securities, and, in addition thereto,
such further amount as shall be sufficient to cover the costs and expenses of
collection, including the reasonable compensation, expenses, disbursements and
advances of the Trustee, its agents and counsel.

If an Event of Default occurs and is continuing, the Trustee
may in its discretion proceed to protect and enforce its rights and the rights
of the Holders by such appropriate judicial proceedings as the Trustee shall
deem most effectual to protect and enforce any such rights, whether for the
specific enforcement of any covenant or agreement in this Indenture or in aid of
the exercise of any power granted herein, or to enforce any other proper remedy.
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SECTION 504. Trustee may File Proofs of Claim.

In case of any receivership, insolvency, liquidation,
bankruptcy, reorganization, arrangement, adjustment, composition or other
similar judicial proceeding relative to the Company (or any other obligor upon
the Securities), its property or its creditors, the Trustee shall be entitled
and empowered, by intervention in such proceeding or otherwise, to take any and
all actions authorized under the Trust Indenture Act in order to have claims of
the Holders and the Trustee allowed in any such proceeding. In particular, the
Trustee shall be authorized to collect and receive any moneys or other property
payable or deliverable on any such claims and to distribute the same; and any
custodian, receiver, assignee, trustee, liquidator, sequestrator or other
similar official in any such judicial proceeding is hereby authorized by each
Holder to make such payments to the Trustee and, in the event that the Trustee
shall consent to the making of such payments directly to the Holders, to pay to
the Trustee any amount due it for the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel, and any other
amounts due the Trustee under Section 607. No provision of this Indenture shall
be deemed to authorize the Trustee to authorize or consent to or accept or adopt
on behalf of any Holder any plan of reorganizations, arrangement, adjustment or
composition affecting the Securities or the rights of any Holder thereof or to
authorize the Trustee to vote in respect of the claim of any Holder in any such
proceeding.

SECTION 505. Trustee may Enforce Claims Without Possession of Securities.

All rights of action and claims under this Indenture or the
Securities may be prosecuted and enforced by the Trust without the possession of
any of the Securities or the production thereof in any proceeding relating
thereto, and any such proceeding instituted by the Trustee shall be brought in
its own name as trustee of any express trust, and any recovery of judgment
shall, after provision for the payment of the reasonable compensation, expenses,



disbursements and advances of the Trustee, its agents and counsel, be for the
ratable benefit of the Holders of the Securities in respect of which such
judgment has been recovered.

SECTION 506. Application of Money Collected.

Subject to Article Eleven, any money collected by the Trustee
pursuant to this Article shall be applied in the following order, at the date or
dates fixed by the Trustee and, in case of the distribution of such money on
account of principal, upon presentation of the Securities and the notation
thereon of the payment, if only partially paid, and upon surrender thereof, if
fully paid;

FIRST: To the payment of all amounts due the Trustee under
Section 607; and

SECOND: To the payment of the amounts then due and unpaid for
principal of and interest on the Securities in respect of which or for the
benefit of which such money has been collected, ratably, without preference or
priority of any kind, according to the amounts due and payable as such
Securities for principal and interest, respectively.
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SECTION 507. Limitation on Suits.

No Holder of any Security shall have any right to institute
any proceeding, judicial or otherwise, with respect to this Indenture, or for
the appointment of a receiver or trustee, or for any other remedy hereunder,
unless

(1) such Holder has previously given written notice to the
Trustee of a continuing Event of Default;

(2) the Holders of not less than 25% in principal amount of
the Outstanding Securities shall have made written request to the Trustee to
institute proceedings in respect of such Event of Default in its own name as
Trustee hereunder;

(3) such Holder or Holders have offered to the Trustee
reasonable indemnity against the costs, expenses and liabilities to be incurred
in compliance with such request;

(4) the Trustee for 60 days after its receipt of such notice,
request and offer of indemnity has failed to institute any such proceeding; and

(5) no direction inconsistent with such written request has
been given to the Trustee during such 60-day period by the Holders of a majority
in principal amount of the Outstanding Securities; it being understood and
intended that no one or more Holders shall have any right in any manner whatever
by virtue of, or by availing of, any provision of this Indenture to affect,
disturb or prejudice the rights of any other Holders, or to obtain or to seek to
obtain priority or preference over any other Holders or to enforce any right
under this Indenture, except in the manner herein provided and for the equal and
ratable benefit of all the Holders.

SECTION 508. Unconditional Right of Holders to Receive Principal and Interest;
Capital Security Holders' Rights.

Notwithstanding any other provision in this Indenture, the
Holder of any Security shall have the right, which is absolute and
unconditional, to receive payment of the principal of and (subject to Section
307) interest on such Security on the Stated Maturity expressed in such Security
(or, in the case of redemption, on the Redemption Date) and to institute suit
for the enforcement of any such payment, and such rights shall not be impaired
without the consent of such Holder.

If an Event of Default constituting the failure to pay
interest or principal on the Securities on the date such interest or principal
is otherwise payable has occurred and is continuing, then a holder of Capital
Securities may directly institute a proceeding (a "Direct Action") for
enforcement of payment to such holder directly of the principal of or interest
on the Securities having a principal amount equal to the aggregate liquidation
amount of the Capital Securities as such holder on or after the respective due
date specified in the Securities. The Company may not amend this Section without
the prior written consent of the
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holders of all of the Capital Securities. Notwithstanding any payment made to
such holder of Capital Securities by the Company in connection with such a
Direct Action, the Company shall remain obligated to pay the principal of or
interest on the Securities held by the Trust or the Property Trustee and the
Company shall be subrogated to the rights of the holder of such Capital
Securities with respect to payments on the Capital Securities to the extent of
any payments made by the Company to such holder in any Direct Action. The
holders of Capital Securities will not be able to exercise directly any other
remedy available to the Holders of the Securities.

SECTION 509. Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to
enforce any right or remedy under this Indenture and such proceeding has been
discontinued or abandoned for any reason, or has been determined adversely to
the Trustee or to such Holder, then and in every such case, subject to any
determination in such proceeding, the Company, the Trustee and the Holders shall
be restored severally and respectively to their former positions hereunder and
thereafter all rights and remedies of the Trustee and the Holders shall continue
as though no such proceeding had been instituted.

SECTION 510. Rights and Remedies Cumulative.

Except as otherwise provided with respect to the replacement
or payment of mutilated, destroyed, lost or stolen Securities in the last
paragraph of Section 306, no right or remedy herein conferred upon or reserved
to the Trustee or to the Holders is intended to be exclusive of any other right
or remedy, and every right and remedy shall, to the extent permitted by law, be
cumulative and in addition to every other right and remedy given hereunder or
now or hereafter existing at law or in equity or otherwise. The assertion or
employment of any right or remedy hereunder, or otherwise, shall not prevent the
concurrent assertion or employment of any other appropriate right or remedy.

SECTION 511. Delay or Omission not Waiver.

No delay or omission of the Trustee or of any Holder of any
Security to exercise any right or remedy accruing upon any Event of Default
shall impair any such right or remedy or constitute a waiver of any such Event
of Default or an acquiescence therein. Every right and remedy given by this
Article or by law to the Trustee or to the Holders may be exercised from time to
time, and as often as may be deemed expedient, by the Trustee or by the Holders,
as the case may be.

SECTION 512. Control by Holders.

The Holders of a majority in principal amount of the
Outstanding Securities shall have the right to direct the time, method and place
of conducting any proceeding for any remedy available to the Trustee or
exercising any trust or power conferred on the Trustee, provided that
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(1) such direction shall not be in conflict with any rule of
law or with this Indenture; and

(2) the Trustee may take any other action deemed proper by the
Trustee which is not inconsistent with such direction.

SECTION 513. Waiver of Past Defaults.

Subject to Sections 902 and 1008 hereof, the Holders of not
less than a majority in principal amount of the Outstanding Securities may on
behalf of the Holders of all the Securities waive any past default hereunder and
its consequences, except a default

(1) in the payment of the principal of or interest on any
Security (unless such default has been cured and a sum sufficient to pay all
matured installments of interest and principal due otherwise than by
acceleration has been deposited with the Trustee); or

(2) in respect of a covenant or provision hereof which under
Article Nine cannot be modified or amended without the consent of the Holder of
each Outstanding Security affected;



PROVIDED, HOWEVER, that such waiver or modification to such waiver shall not be
effective until the holders of a majority in liquidation preference of Capital

Securities shall have consented to such waiver or modification to such waiver;

PROVIDED FURTHER, that if the consent of the Holder of each of the Outstanding

Securities is required, such waiver shall not be effective until each holder of
the Capital Securities shall have consented to such waiver.

Upon any such waiver, such default shall cease to exist,
effective as of the date specified in such waiver (and effective retroactively
to the date of default, if so specified) and any Event of Default arising
therefrom shall be deemed to have been cured, for every purpose of this
Indenture; but no such waiver shall extend to any subsequent or other default or
impair any right consequent thereon.

SECTION 514. Undertaking for Costs.

In any suit for the enforcement of any right or remedy under
this Indenture, or in any suit against the Trustee for any action taken,
suffered or omitted by it as Trustee, a court may require any party litigant in
such suit to file an undertaking to pay the costs of such suit, and any assess
costs against any such party litigant, in the manner and to the extent provided
in the Trust Indenture Act; PROVIDED, that neither this Section nor the Trust
Indenture Act shall be deemed to authorize any court to require such an
undertaking or to make such an assessment in any suit instituted by the Company
or the Trustee or in any suit for the enforcement of the right to receive the
principal of and interest on any Security.
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SECTION 515. Waiver of Stay or Extension Laws.

The Company covenants (to the extent that it may lawfully do
so) that it will not at any time insist upon, or plead, or in any manner
whatsoever claim or take the benefit or advantage of, any stay or extension law
wherever enacted, now or at any time hereafter in force, which may affect the
covenants or the performance of this Indenture; and the Company (to the extent
that it may lawfully do so) hereby expressly waives all benefit or advantage of
any such law and covenants that it will not hinder, delay or impede the
execution of any power herein granted to the Trustee, but will suffer and permit
the execution of every such power as though no such law had been enacted.

ARTICLE SIX
TRUSTEE
SECTION 601. Certain Duties and Responsibilities.

The duties and responsibilities of the Trustee shall be as
provided by the Trust Indenture Act. Notwithstanding the foregoing, no provision
of this Indenture shall require the Trustee to expend or risk its own funds or
otherwise incur any financial liability in the performance of any of its duties
hereunder, or in the exercise of any of its rights or powers, if it shall have
reasonable grounds for believing that repayment of such funds or adequate
indemnity against such risk or liability is not reasonably assured to it.
Whether or not therein expressly so provided, every provision of this Indenture
relating to the conduct or affecting the liability of or affording protection to
the Trustee shall be subject to the provisions of this Section.

SECTION 602. Notice of Defaults.

The Trustee shall give the Holders notice of any default
hereunder as and to the extent provided by the Trust Indenture Act; PROVIDED,
HOWEVER, that except in the case of a default in the payment of the principal of
or interest on any Security, the Trustee shall be protected in withholding such
notice if and so long as the board of directors, the executive committee or a
trust committee of directors and/or Responsible Officers of the Trustee in good
faith determine that the withholding of such notice is in the interests of the
Holders of Securities; PROVIDED, FURTHER, that in the case of any default of the
character specified in Section 501(3), no such notice to Holders shall be given
until at least 30 days after the occurrence thereof. For the purpose of this
Section, the term "default" means any event which is, or after notice or lapse
of time or both would become, an Event of Default. For purposes of this Section,
the Trustee shall not be deemed to have knowledge of a default unless the
Trustee has actual knowledge of such default or has received written notice of
such default in the manner contemplated by Section 105.
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SECTION 603. Certain Rights of Trustee.
Subject to the provisions of Section 601:

(a) the Trustee may rely and shall be protected in acting or
refraining from acting upon any resolution, certificate, statement, instrument,
opinion, report, notice, request, direction, consent, order, bond, debenture,
note, other evidence of indebtedness or other paper or document believed by it
to be genuine and to have been signed or presented by the proper party or
parties;

(b) any request or direction of the Company mentioned herein
shall be sufficiently evidenced by a Company Request or Company Order and any
resolution of the Board of Directors may be sufficiently evidenced by a Board
Resolution;

(c) whenever in the administration of this Indenture the
Trustee shall deem it desirable that a matter be proved or established prior to
taking, suffering or omitting any action hereunder, the Trustee (unless other
evidence be herein specifically prescribed) may, in the absence of bad faith on
its part, rely upon an Officers' Certificate;

(d) the Trustee may consult with counsel of its choice and the
written advice of such counsel or any Opinion of Counsel shall be full and
complete authorization and protection in respect of any action taken, suffered
or omitted by it hereunder in good faith and in reliance thereon;

(e) the Trustee shall be under no obligation to exercise any
of the rights or powers vested in it by this Indenture at the request or
direction of any of the Holders pursuant to this Indenture, unless such Holders
shall have offered to the Trustee reasonable security or indemnity against the
costs, expenses and liabilities which might be incurred by it in compliance with
such request or direction;

(f) the Trustee shall not be bound to make any investigation
into the facts or matters stated in any resolution, certificate, statement,
instrument, opinion, report, notice, request, direction, consent, order, bond,
debenture, note, other evidence of indebtedness or other paper or document, but
the Trustee, in its discretion, may make such further inquiry or investigation
into such facts or matters as it may see fit, and, if the Trustee shall
determine to make such further inquiry or investigation, it shall be entitled to
examine the books, records and premises of the Company, personally or by agent
or attorney; and

(g) the Trustee may execute any of the trusts or powers
hereunder or perform any duties hereunder either directly or by or through
agents or attorneys and the Trustee shall not be responsible for any misconduct
or negligence on the part of any agent or attorney appointed with due care by it
hereunder.
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SECTION 604. Not Responsible for Recitals or Issuance of Securities.

The recitals contained herein and in the Securities, except
the Trustee's certificates of authentication, shall be taken as the statements
of the Company, and the Trustee assumes no responsibility for their correctness.
The Trustee makes no representations as to the validity or sufficiency of this
Indenture or of the Securities, the Trustee shall not be accountable for the use
or application by the Company of Securities or the proceeds thereof.

SECTION 605. Trustee and Other Agents may Hold Securities.

The Trustee, any Paying Agent, any Security Registrar, or any
other agent of the Company, in its individual or any other capacity, may become
the owner or pledge of Securities and, subject to Sections 608 and 613, may
otherwise deal with the Company with the same rights it would have if it were
not Trustee, Paying Agent, Security Registrar, or such other agent. Money held
by the Trustee in trust hereunder shall not be invested by the Trustee pending
distribution thereof to the holders of the Securities.

SECTION 606. Money Held in Trust.



Money held by the Trustee in trust hereunder need not be
segregated from other funds except to the extent required by law. The Trustee
shall be under no liability for interest on any money received by it hereunder
except as otherwise agreed in writing with the Company.

SECTION 607. Compensation; Reimbursement; and Indemnity.

The Company, in its capacity as the issuer of the Securities,
agrees

(1) to pay to the Trustee from time to time such reasonable
compensation as the Company and the Trustee shall from tine to time agree in
writing for all services rendered by it hereunder (which compensation shall not
be limited by any provision of law in regard to the compensation of a trustee of
an express trust);

(2) except as otherwise expressly provided herein, to
reimburse the Trustee upon its request for all reasonable expenses,
disbursements and advances incurred or made by the Trustee in accordance with
any provision of this Indenture (including the reasonable compensation and the
expenses and disbursements of its agents and counsel), except any such expense,
disbursement or advance as may be attributable to its negligence or bad faith;
and

(3) to indemnify each of the Trustee and any predecessor
Trustee for, and to hold it harmless against, any and all loss, damage, claim,
liability or expense, including taxes (other than taxes based on the income,
revenues or gross receipts of the Trustee) incurred without negligence or bad
faith on its part, arising out of or in connection with the acceptance or
administration of this trust or the trusts hereunder, including the costs and
expenses of defending itself against any claim or liability in connection with
the exercise or performance of any of its powers or duties hereunder.
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The obligations of the Company under this Section to
compensate the Trustee, to pay or reimburse the Trustee for expenses,
disbursements and advances and to indemnify and hold harmless the Trustee shall
constitute additional indebtedness hereunder and shall survive the satisfaction
and discharge of this Indenture. As security for the performance of such
obligations of the Company, the Trustee shall have a claim prior to the
Securities upon all property and lands held or collected by the Trustee as such,
except funds held in trust for the payment of principal of (and premiums, if
any, on) or interest on particular Securities.

SECTION 608. Disqualification; Conflicting Interests.

If the Trustee has or shall acquire a conflicting interest
within the meaning of the Trust Indenture Act, the Trustee shall either
eliminate such interest or resign, to the extent and in the manner provided by,
and subject to the provisions of, the Trust Indenture Act and this Indenture.

SECTION 609. Corporate Trustee Required; Eligibility.

There shall at all times be a Trustee hereunder which shall be
a Person that is eligible pursuant to the Trust Indenture Act and to act as such
and has a combined capital and surplus of at least $50,000,000 and has its
Corporate Trust Office in New York, New York. If such Person publishes reports
of condition at least annually, pursuant to law or to the requirements of said
supervising or examining authority, then for the purposes of this Section, the
combined capital and surplus of such Person shall be deemed to be its combined
capital and surplus as set forth in its most recent report of condition so
published. If at any time the Trustee shall cease to be eligible in accordance
with the provisions of this Section, it shall resign immediately in the manner
and with the effect hereinafter specified in this Article.

SECTION 610. Resignation and Removal; Appointment of Successor.

(a) No resignation or removal of the Trustee and no
appointment of a successor Trustee pursuant to this Article shall become
effective until the acceptance of appointment by the successor Trustee under
Section 611.

(b) The Trustee may resign at any time by giving written
notice thereof to the Company. If an instrument of acceptance by a successor
Trustee shall not have been delivered to the Trustee within 30 days after the
giving of such notice of resignation, the resigning Trustee may petition any
court of competent jurisdiction for the appointment of a successor Trustee.



(c) The Trustee may be removed at any time by Act of the
Holders of a majority in principal amount of the Outstanding Securities,
delivered to the Trustee and to the Company. If an instrument of acceptance by a
successor Trustee shall not have been delivered to the Trustee within 30 days
after the giving of such notice of removal, the removed Trustee may petition any
court of competent jurisdiction for the appointment of a successor Trustee.
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(d) If at any time:

(1) the Trustee shall fail to comply with Section 608
after written request therefor by the Company or by any Holder who has been a
bona fide Holder of a Security for at least six months, or

(2) the Trustee shall cease to be eligible under
Section 609 and shall fail to resign after written request therefor by the
Company or by any such Holder, or

(3) the Trustee shall become incapable of acting or
shall be adjudged a bankrupt or insolvent or a receiver of the Trustee or of its
property shall be appointed or any public officer shall take charge or control
of the Trustee or of its property or affairs for the purpose of rehabilitation,
conservation or liquidation, then, in any such case, (i) the Company by a Board
Resolution may remove the Trustee, or (ii) subject to Section 514, any Holder
who has been a bona fide Holder of a Security for at least six months may, on
behalf of himself and all others similarly situated, petition any court of
competent jurisdiction for the removal of the Trustee and the appointment of a
successor Trustee.

(e) If the Trustee shall resign, be removed or become
incapable of acting, or if a vacancy shall occur in the office of Trustee for
any cause, the Company, by a Board Resolution, shall promptly appoint a
successor Trustee. If, within one year after such resignation, removal or
incapability, or the occurrence of such vacancy, a successor Trustee shall be
appointed by Act of the Holders of a majority in principal amount of the
Outstanding Securities delivered to the Company and the Retiring Trustee, the
successor Trustee so appointed shall, forthwith upon its acceptance of such
appointment, become the successor Trustee and supersede the successor Trustee
appointed by the Company. If no successor Trustee shall have been so appointed
by the Company or the Holders and accepted appointment in the manner hereinafter
provided, any Holder who has been a bona fide Holder of a Security for at least
six months may, on behalf of himself and all others similarly situated, petition
any court of competent jurisdiction for the appointment of a successor Trustee.

(f) The Company shall give notice of each resignation and each
removal of the Trustee and each appointment of a successor Trustee to all
Holders in the manner provided in Section 106. Each notice shall include the
name of the successor Trustee and the address of its Corporate Trust Office.

SECTION 611. Acceptance of Appointment by Successor.

Every successor Trustee appointed hereunder shall execute,
acknowledge and deliver to the Company and to the retiring Trustee an instrument
accepting such appointment, and thereupon the resignation or removal of the
retiring Trustee shall become effective and such successor Trustee, without any
further act, deed or conveyance, shall become vested with all the rights,
powers, trusts and duties of the retiring Trustee; PROVIDED that, on request of
the Company or the successor Trustee, such retiring Trustee shall, upon payment
of its charges, execute and deliver an instrument transferring to such successor
Trustee all the rights, powers
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and trusts of the retiring Trustee and shall duly assign, transfer and deliver
to such successor Trustee all property and money held by such retiring Trustee
hereunder. Upon request of any such successor Trustee, the Company shall execute
any and all instruments for more fully and certainly vesting in and confirming
to such successor Trustee all such rights, powers and trusts.

No successor Trustee shall accept its appointment unless at
the time of such acceptance such successor Trustee shall be qualified and
eligible under this Article.



SECTION 612. Merger, Conversion, Consolidation or Succession to Business.

Any corporation into which the Trustee may be merged or
converted or with which it may be consolidated, or any corporation resulting
from any merger, conversion or consolidation to which the Trustee shall be a
party, or any corporation succeeding to all or substantially all the corporate
trust business of the Trustee, shall be the successor of the Trustee hereunder,
provided such corporation shall be otherwise qualified and eligible under this
Article, without the execution or filing of any paper or any further act on the
part of any of the parties hereto. In case any Securities shall have been
authenticated, but not delivered, by the Trustee then in office, any successor
by merger, conversion or consolidation to such authenticating Trustee may adopt
such authentication and deliver the Securities so authenticated with the same
effect as if such successor Trustee had itself authenticated such Securities.

SECTION 613. Preferential Collection of Claims Against Company.

If and when the Trustee shall be or becomes a creditor of the
Company (or any other obligor upon the Securities), the Trustee shall be subject
to the provisions of the Trust Indenture Act regarding the collection of claims
against the Company (or any such other obligor).

ARTICLE SEVEN
HOLDERS' LISTS AND REPORTS BY TRUSTEE AND COMPANY
SECTION 701. Company to Furnish Trustee Names and Addresses of Holders.

The Company will furnish or cause to be furnished to the
Trustee (a) semiannually, not later than June 30 and December 31 in each year, a
list, in such form as the Trustee may reasonably require, of the names and
addresses of the Holders to the extent the Company has knowledge thereof as of a
date not more than 15 days prior to the delivery thereof, and (b) at such other
times as the Trustee may request in writing, within 30 days after the receipt by
the Company of any such, a list of similar form and content as of a date not
more than 15 days prior to the time such list is furnished, excluding from any
such list names and addresses received by the Trustee in its capacity as
Security Registrar.

45

SECTION 702. Preservation of Information; Communications to Holders.

(a) The Trustee shall preserve, in as current a form as is
reasonably practicable, the names and addresses of Holders contained in the most
recent list furnished to the Trustee as provided in Section 701, and the names
and addresses of Holders received by the Trustee in its capacity as Security
Registrar. The Trustee may destroy any list furnished to it as provided in
Section 701 upon receipt of a new list so furnished.

(b) The rights of Holders to communicate with other Holders
with respect to their rights under this Indenture or under the Securities, and
the corresponding rights and duties of the Trustee, shall be provided by the
Trust Indenture Act.

(c) Every Holder of Securities, by receiving and holding the
same, agrees with the Company and the Trustee that neither the Company nor the
Trustee nor any agent of either of them shall be held accountable by reason of
any disclosure of information as to names and addresses of Holders made pursuant
to the Trust Indenture Act.

SECTION 703. Reports by Trustee.

(a) The Trustee shall transmit to Holders such reports concerning the
Trustee and its actions under this Indenture as may be required pursuant to the
Trust Indenture Act at the times and in the manner provided pursuant thereto.

(b) A copy of each such report shall, at the time of such transmission
to Holders, be filed by the Trustee with each stock exchange upon which the
Securities are listed, with the Commission and with the Company. The Company
will notify the Trustee when the Securities are listed on any stock exchange.

SECTION 704. Reports by Company.

The Company shall file with the Trustee and the Commission,
and transmit to Holders, such information, documents and other reports, and such
summaries thereof, as may be required pursuant to the Trust Indenture Act at the
times and in the manner provided pursuant to such Act; PROVIDED that any such



information, documents or reports required to be filed with the Commission
pursuant to Section 13(a) or 15(d) of the Securities and Exchange Act of 1934
shall be filed with the Trustee within 15 days after the same is so required to
be filed with the Commission.
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ARTICLE EIGHT
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE
SECTION 801. Company May Consolidate, Etc., Only on Certain Terms.

The Company shall not consolidate with or merge into any other
Person or convey, transfer or lease its properties and assets substantially as
an entirety to any Person, unless:

(1) the Person formed by such consolidation or into which the
Company is merged or the Person that acquires by conveyance or transfer, or
which leases, the properties and assets of the Company substantially as an
entirety shall be a corporation, partnership or trust, shall be organized and
existing under the laws of the United States of America or any State or the
District of Columbia, and shall expressly assume, by an indenture supplemental
hereto, executed and delivered to the Trustee, in form satisfactory to the
Trustee, the due and punctual payment of the principal of (and premium, if any)
and interest (including any additional interest) on all the Securities and the
performance of every covenant of this Indenture on the part of the Company to be
performed or observed;

(2) immediately after giving effect to such transaction, no
Event of Default, and no event which, after notice or lapse of time, or both,
would become an Event of Default, shall have happened and be continuing;

(3) for so long as Securities registered on the Securities
Register in the name of the Trust (or the Property Trustee) are outstanding,
such consolidation, merger, conveyance, transfer or lease is permitted under the
Declaration and the Guarantee and does not give rise to any breach or violation
of the Declaration or the Guarantee;

(4) any such lease shall provide that it will remain in effect
so long as any Securities are Outstanding; and

(5) the Company has delivered to the Trustee an Officers’
Certificate and an Opinion of Counsel each stating that such consolidation,
merger, conveyance, transfer or lease and any such supplemental indenture
complies with this Article and that all conditions precedent herein provided for
relating to such transaction have been complied with; and the Trustee, subject
to Section 601, may rely upon such Officers' Certificate and Opinion of Counsel
as conclusive evidence that such transaction complies with this Section 801.

SECTION 802. Successor Person Substituted.

Upon any consolidation or merger by the Company with or into
any other Person, or any conveyance, transfer or lease by the Company of its
properties and assets substantially as an entirety to any Person in accordance
with Section 801, the successor Person formed by such consolidation or into
which the Company is merged or to which such conveyance, transfer or lease is
made shall succeed to, and be substituted for, and may
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exercise every right and power of, the Company under this Indenture with the
same effect as if such successor Person had been named as the Company herein;
and in the event of any such conveyance, transfer or lease the Company shall be
discharged from all obligations and covenants under the Indenture and the
Securities and may be dissolved and liquidated.

Such successor Person may cause to be signed, and may issue
either in its own name or in the name of the Company, any or all of the
Securities issuable hereunder which theretofore shall not have been signed by
the Company and delivered to the Trustee; and, upon the order of such successor
Person instead of the Company and subject to all the terms, conditions and
limitations in this Indenture prescribed, the Trustee shall authenticate and



shall deliver any Securities which previously shall have been signed and
delivered by the officers of the Company to the Trustee for authentication
pursuant to such provisions and any Securities which such successor Person
thereafter shall cause to be signed and delivered to the Trustee on its behalf
for the purpose pursuant to such provisions. All the Securities so issued shall
in all respects have the same legal rank and benefit under this Indenture as the
Securities theretofore or thereafter issued in accordance with the terms of this
Indenture as though all of such Securities had been issued at the date of the
execution hereof.

ARTICLE NINE
SUPPLEMENTAL INDENTURES
SECTION 901. Supplemental Indentures Without Consent of Holders.

Without the consent of any Holders, the Company, when
authorized by a Board Resolution, and the Trustee, at any time and from time to
time, may enter into one or more indentures supplemental hereto, in form
satisfactory to the Trustee, for any of the following purposes:

(1) to evidence the succession of another Person to the
Company and the assumption by any such successor of the covenants of the Company
herein and in the Securities; or

(2) to add to the covenants of the Company for the benefit of
the Holders, or to surrender any right or power herein conferred upon the
Company; or

(3) to cure any ambiguity, to correct or supplement any
provision herein which may be inconsistent with any other provision herein, or
to make any other provisions with respect to matters or questions arising under
this Indenture which shall not be inconsistent with the provisions of this
Indenture, provided that such action pursuant to this clause (3) shall not
adversely affect the interests of the Holders of the Securities or, so long as
any of the Capital Securities shall remain outstanding, the holders of the
Capital Securities; or

(4) to comply with any requirement of the Commission in order
to effect or maintain the qualification of this Indenture under the Trust
Indenture Act, if so required.
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SECTION 902. Supplemental Indentures With Consent of Holders.

With the consent of the Holders of not less than a majority in
principal amount of the Outstanding Securities, by Act of said Holders delivered
to the Company and the Trustee, the Company, when authorized by a Board
Resolution, and the Trustee may enter into an indenture or indentures
supplemental hereto for the purpose of adding any provisions to or changing in
any manner or eliminating any of the provisions of this Indenture or of
modifying in any manner the rights of the Holders under this Indenture;
PROVIDED, HOWEVER, that no such supplemental indenture shall, without the
consent of the Holder of each Outstanding Security affected thereby,

(1) except to the extent permitted and subject to the
conditions set forth in Section 301 with respect to the extension of the Stated
Maturity of the Securities, change the Stated Maturity of, the principal of, or
any installment of interest on, any Security, or reduce the principal amount
thereof or the rate of interest thereon, or change the place of payment where,
or the coin or currency in which, any Security or interest thereon is payable,
or impair the right to institute suit for the enforcement of any such payment on
or after the Stated Maturity thereof (or, in the case of redemption, on or after
the Redemption Date), or modify the provisions of this Indenture with respect to
the subordination of the Securities in a manner adverse to the Holders,

(2) reduce the percentage in principal amount of the
Outstanding Securities, the consent of whose Holders is required for any such
supplemental indenture, or the consent of whose Holders is required for any
waiver (of compliance with certain provisions of this Indenture or certain
defaults hereunder and their consequences) provided for in this Indenture, or

(3) modify any of the provisions of this Section, Section 513
or Section 1008, except to increase any such percentage or to provide that
certain other provisions of this Indenture cannot be modified or waived without
the consent of the Holder of each Outstanding Security affected thereby;



PROVIDED, that, so long as any of the Capital Securities remains outstanding, no
such amendment shall be made that adversely affects the holders of the Capital
Securities, and no termination of this Indenture shall occur, and no waiver of
any Event of Default or compliance with any covenant under this Indenture shall
be effective, without the prior consent of the holders of at least a majority of
the aggregate liquidation preference of the outstanding Capital Securities
unless and until the principal of and any premium on the Securities and all
accrued and unpaid interest thereon have been paid in full.

It shall not be necessary for any Act of Holders under this
Section to approve the particular form of any proposed supplemental indenture,
but it shall be sufficient if such Act shall approve the substance thereof.

SECTION 903. Execution of Supplemental Indentures.
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In executing, or accepting the additional trust created by,
any supplemental indenture permitted by this Article or the modifications
thereby of the trusts created by this Indenture, the Trustee shall be entitled
to receive, and (subject to Section 601) shall be fully protected in relying
upon, an Opinion of Counsel stating that the execution of such supplemental
indenture is authorized or permitted by this Indenture. The Trustee may, but
shall not be obligated to, enter into such supplemental indenture which affects
the Trustee's own rights, duties or immunities under this Indenture or
otherwise.

SECTION 904. Effect of Supplemental Indentures.

Upon the execution of any supplemental indenture under this
Article, this Indenture shall be modified in accordance therewith, and such
supplemental indenture shall form a part of this Indenture for all purposes; and
every Holder of Securities theretofore or thereafter authenticated and delivered
hereunder shall be bound thereby.

SECTION 905. Conformity With Trust Indenture Act.

Every supplemental indenture executed pursuant to this Article
shall conform to the requirements of the Trust Indenture Act.

SECTION 906. Reference in Securities to Supplemental Indentures.

Securities authenticated and delivered after the execution of
any supplemental indenture pursuant to this Article may, and shall if required
by the Trustee, bear a notation in form approved by the Trustee as to any matter
provided for in such supplemental indenture. If the Company shall so determine,
new Securities so modified as to conform, in the opinion of the Trustee and the
Company, to any such supplemental indenture may be prepared and executed by the
Company and authenticated and delivered by the Trustee in exchange for
Outstanding Securities.

ARTICLE TEN
COVENANTS
SECTION 1001. Payment of Principal and Interest.

The Company will duly and punctually pay the principal of and
interest on the Securities in accordance with the terms of the Securities and
this Indenture.

SECTION 1002. Maintenance of Office or Agency.

The Company will maintain in The City of New York an office or
agency where Securities may be presented or surrendered for registration of
transfer or exchange, where Securities may be surrendered for conversion and

where notices and demands to or upon the Company in respect of the Securities
and this Indenture may be served. The
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Company will give prompt written notice to the Trustee of the location, and any
change in location, of such office or agency. If at any time the Company shall



fail to maintain any such required office or agency or shall fail to furnish the
Trustee with the address thereof, such presentations, surrenders, notices and
demands may be made or served at the Corporate Trust Office of the Trustee, and
the Company hereby appoints the Trustee as its agent to receive all such
presentations, surrenders, notices and demands.

The Company may also from time to time designate one or more
other offices or agencies in the United States where the Securities may be
presented or surrendered for any or all such purposes and may from time to time
rescind such designations; PROVIDED, HOWEVER, that no such designation or
rescission shall in any manner relieve the Company of its obligation to maintain
an office or agency in the United States for such purposes. The Company will
give prompt written notice to the Trustee of any such designation or rescission
and of any change in the location of any such other office or agency.

SECTION 1003. Money for Security Payments to be Held in Trust.

If the Company shall at any time act as its own Paying Agent,
it will, on, or at the option of the Company, or before each due date of the
principal of or interest on any of the Securities, segregate and hold in trust
for the benefit of the Persons entitled thereto a sum sufficient to pay the
principal or interest so becoming due until such sums shall be paid to such
Persons or otherwise disposed of as herein provided and will promptly notify the
Trustee of its action or failure so to act. In such case the Company shall not
invest the amount so segregated and held in trust pending the distribution
thereof.

Whenever the Company shall have one or more Paying Agents, it
will, on or prior to each due date of the principal of or interest on any
Securities, deposit with a Paying Agent a sum sufficient to pay such amount,
such sum to be held as provided by the Trust Indenture Act, and (unless such
Paying Agent is the Trustee) the Company will promptly notify the Trustee of its
action or failure so to act; PROVIDED, HOWEVER, that any such deposit on a due
date shall be initiated prior to 1:00 p.m. (New York time) in same-day funds.

The Company will cause each Paying Agent other than the
Trustee to execute and deliver to the Trustee an instrument in which such Paying
Agent shall agree with the Trustee, subject to the provisions of this Section,
that such Paying Agent will (i) comply with the provisions of the Trust
Indenture Act applicable to it as a Paying Agent and (ii) during the continuance
of any default by the Company (or any other obligor upon the Securities) in the
making of any payment in respect of the Securities, upon the written request of
the Trustee, forthwith pay to the Trustee all sums held in trust by such Paying
Agent as such.

The Company may at any time, for the purpose of obtaining the
satisfaction and discharge of this Indenture or for any other purpose, pay, or
by Company Order direct any Paying Agent to pay, to the Trustee all sums held in
the trust by the Company or such Paying Agent, such sums to be held by the
Trustee upon the same trusts as those upon which such sums were held by the
Company or such Paying Agent; and, upon such payment by any

51

Paying Agent to the Trustee, such Payment Agent shall be released from all
further liability with respect to such money.

Any money deposited with the Trustee or any Paying Agent, or
then held by the Company, in trust for the payment of the principal or interest
that has become due and payable shall be paid to the Company on Company Request,
or (if then held by the Company) shall be discharged from such trust; and the
Holder of such Security shall thereafter, as an unsecured general creditor, look
only to the Company for payment thereof, and all liability of the Trustee or
such Paying Agent with respect to such trust money, and all liability of the
Company as trustee thereof, shall thereupon cease.

SECTION 1004. Statements by Officers as to Default.

The Company will deliver to the Trustee, within 120 days after
the end of each fiscal year of the Company ending after the date hereof, an
Officers' Certificate, stating whether or not to the best knowledge of the
signers thereof the Company is in default in the performance and observance of
any of the material terms, provisions and conditions of this Indenture (without
regard to any period of grace or requirement of notice provided hereunder) and,
if the Company shall be in default, specifying all such defaults and the nature
and status thereof of which they may have knowledge.

SECTION 1005. Existence.

Subject to Article Eight, the Company will do or cause to be



done all things necessary to preserve and keep in full force and effect its
existence, rights (charter and statutory) and franchises; PROVIDED, HOWEVER,
that the Company shall not be required to preserve any such right or franchise
if the Board of Directors shall determine that the preservation thereof is no
longer desirable in the conduct of the business of the Company and that the loss
thereof is not disadvantageous in any material respect to the Holders and, while
any Capital Securities are outstanding, the holders of the Capital Securities.

SECTION 1006. Maintenance of Properties.

The Company will cause all properties used or useful in the
conduct of its business or the business of any Subsidiary to be maintained and
kept in good condition, repair and working order and supplied with all necessary
equipment and will cause to be made all necessary repairs, renewals,
replacements, betterments and improvements thereof, all as in the judgment of
the Company may be necessary so that the business carried on in connection
therewith may be properly and advantageously conducted at all times; PROVIDED,
HOWEVER, that nothing in this Section shall prevent the Company from
discontinuing the operation or maintenance of any such properties if such
discontinuance is, in the judgment of the Company, desirable in the conduct of
its business or the business of any Subsidiary and not disadvantageous in any
material respect to the Holders.
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SECTION 1007. Payment of Taxes and Other Claims.

The Company will pay or discharge or cause to be paid or
discharged, before the same shall become delinquent, (1) all taxes, assessments
and governmental charges levied or imposed upon the Company or any Subsidiary or
upon the income, profits or property of the Company or any Subsidiary, and (2)
all lawful claims for labor, materials and supplies which, if unpaid, might by
law become a lien upon the property of the Company or any Subsidiary that
comprise more than 10% of the assets of the Company and its Subsidiaries, taken
as a whole; PROVIDED, HOWEVER, that the Company shall not be required to pay or
discharge or cause to be paid or discharged any such tax, assessment, charge or
claim whose amount, applicability or validity is being contested in good faith
by appropriate proceedings.

SECTION 1008. Waiver of Certain Covenants.

Except as otherwise specified as contemplated by Section 301
for Securities, the Company may, with respect to the Securities, omit in any
particular instance to comply with any term, provision or condition set forth in
any covenant provided pursuant to Section 901(2) for the benefit of the Holders
if before the time for such compliance the Holders of at least a majority in
principal amount of the Outstanding Securities shall, by Act of such Holders,
either waive such compliance in such instance or generally waive compliance with
such term, provision or condition, but no waiver shall extend to or affect such
term, provision or condition except to the extent so expressly waived, and,
until such waiver shall become effective, the obligations of the Company and the
duties of the Trustee in respect of any such term, provision or condition shall
remain in full force and effect.

SECTION 1009. Payment of the Trust's Costs and Expenses.

Since the Trust is being formed solely to facilitate an
investment in the Securities, the Company, in its capacity as the issuer of the
Securities, hereby covenants to pay all debts and obligations (other than with
respect to the Capital Securities and Common Securities) and all costs and
expenses of the Trust (including, but not limited to, all costs and expenses
relating to the organization of the Trust, the fees and expenses of the Trustees
and all costs and expenses relating to the operation of the Trust) and to pay
any and all taxes, duties, assessments or governmental charges of whatever
nature (other than withholding taxes) imposed on the Trust by the United States,
or any other taxing authority, so that the net amounts received and retained by
the Trust and the Property Trustee after paying such expenses will be equal to
the amounts the Trust and the Property Trustee would have received had no such
costs or expenses been incurred by or imposed on the Trust. The foregoing
obligations of the Company are for the benefit of, and shall be enforceable by,
any person to whom any such debts, obligations, costs, expenses and taxes are
owed (each, a "Creditor") whether or not such Creditor has received notice
thereof. Any such Creditor may enforce such obligations of the Company directly
against the Company, and the Company irrevocably waives any right or remedy to
require that any such Creditor take any action against the Trust or any other
person before proceeding against the Company. The Company shall execute such
additional agreements as may be necessary or desirable to give full effect to
the foregoing. The obligations of the Company to pay all the debts, obligations,
costs and
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expenses of the Trust (other than with respect to the Capital Securities and the
Common Securities) shall constitute additional indebtedness hereunder and shall
survive the satisfaction and discharge of this Indenture.

ARTICLE ELEVEN
SUBORDINATION OF SECURITIES
SECTION 1101. Securities Subordinate to Indebtedness.

The Company covenants and agrees, and each Holder of a
Security, by his acceptance thereof, likewise covenants and agrees, that, to the
extent and in the manner hereinafter set forth in this Article (subject to
Article Four), the payment of the principal of and interest on each and all of
the Securities are hereby expressly made subordinate and subject in right of
payment to the prior payment in full in cash of all Indebtedness.

This Article Eleven shall constitute a continuing offer to all
persons who become holders of, or continue to hold, Indebtedness, and such
provisions are made for the benefit of the holders of Indebtedness and such
holders are made obligees hereunder and any one or more of them may enforce such
provisions. Holders of Indebtedness need not prove reliance on the subordination
provisions hereof.

SECTION 1102. Default on Indebtedness.

In the event and during the continuation of any default in the
payment of principal, premium, interest or any other payment due on any
Indebtedness, or in the event that any event of default with respect to any
Indebtedness shall have occurred and be continuing and shall have resulted in
such Indebtedness becoming or being declared due and payable prior to the date
on which it would otherwise have become due and payable (unless and until such
event of default shall have been cured or waived or shall have ceased to exist
and such acceleration shall have been rescinded or annulled) or in the event any
judicial proceeding shall be pending with respect to any such default in payment
or such event of default, then no payment shall be made by the Company with
respect to the principal (including redemption payments) of, or interest on, the
Securities.

In the event that, notwithstanding the foregoing, any payment
shall be received by the Trustee or any Holder when such payment is prohibited
by the preceding paragraph of this Section 1102, such payment shall be held in
trust for the benefit of, and shall be paid over or delivered to, the holders of
Indebtedness or their respective representatives, or to the trustee or trustees
under any indenture pursuant to which any of such Indebtedness may have been
issued, as their respective interests may appear, but only to the extent that
the holders of the Indebtedness (or their representative or representatives or a
trustee) notify the Trustee within 90 days of such payment of the amounts then
due and owing on the Indebtedness and only the amounts specified in such notice
to the Trustee shall be paid to the holders of Indebtedness.
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SECTION 1103. Prior Payment of Indebtedness Upon Acceleration of Securities.

In the event that the Securities are declared due and payable
before their Stated Maturity, then and in such event the holders of the
Indebtedness outstanding at the time such Securities so become due and payable
shall be entitled to receive payment in full of all amounts then due on or in
respect of such Indebtedness (including any amounts due upon acceleration), or
provision shall be made for such payment in cash or cash equivalents or
otherwise in a manner satisfactory to the holders of Indebtedness, before the
Holders of the Securities are entitled to receive any payment or distribution of
any kind or character, whether in cash, properties or securities, by the Company
on account of the principal of or interest on the Securities or on account of
the purchase or other acquisition of Securities by the Company or any
Subsidiary; PROVIDED, HOWEVER, that holders of Indebtedness shall not be
entitled to receive payment of any such amounts to the extent that such holders
would be required by the subordination provisions of such Indebtedness to pay
such amounts over to the obligees on trade accounts payable or other liabilities



arising in the ordinary course of the Company's business.

In the event that, notwithstanding the foregoing, any payment
shall be received by the Trustee or any Holder when such payment is prohibited
by the preceding paragraph of this Section 1103, such payment shall be held in
trust for the benefit of, and shall be paid over or delivered to, the holders of
Indebtedness or their respective representatives, or to the trustee or trustees
under any indenture pursuant to which any of such Indebtedness may have been
issued, as their respective interests may appear, but only to the extent that
the holders of the Indebtedness (or their representative or representatives or a
trustee) notify the Trustee within 90 days of such payment of the amounts then
due and owing on the Indebtedness and only the amounts specified in such notice
to the Trustee shall be paid to the holders of Indebtedness.

SECTION 1104. Ligquidation; Dissolution; Bankruptcy.

Upon any payment by the Company, or distribution of assets of
the Company of any kind or character, whether in cash, property or securities,
to creditors upon any dissolution or winding-up or liquidation or reorganization
of the Company, whether voluntary or involuntary or in bankruptcy, insolvency,
receivership or other proceedings, all principal of, and premium, if any, and
interest due or to become due upon all Indebtedness (including interest after
the commencement of any bankruptcy, insolvency, receivership or other
proceedings at the rate specified in the applicable Indebtedness, whether or not
such interest is an allowable claim in any such proceeding) shall first be paid
in full, or payment thereof provided for in money in accordance with its terms,
before any payment is made on account of the principal or interest on the
Securities; and upon any such dissolution or winding-up or liquidation or
reorganization any payment by the Company, or distribution of substantially all
of the assets of the Company of any kind or character, whether in cash, property
or securities, to which the Holders of the Securities or the Trustee would be
entitled, except for the provisions of this Article Eleven, shall be paid by the
Company or by any receiver, trustee in bankruptcy, liquidating trustee, agent or
other Person making such payment or distribution, or by the Holders of the
Securities or by the Trustee under this Indenture if received by them or
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it, directly to the holders of Indebtedness (pro rata to such holders on the
basis of the respective amounts of Indebtedness held by such holders, as
calculated by the Company) or their representative or representatives, or to the
trustee or trustees under any indenture pursuant to which any instruments
evidencing any Indebtedness may have been issued, as their respective interests
may appear, to the extent necessary to pay all Indebtedness in full (including
interest after the commencement of any bankruptcy, insolvency, receivership or
other proceedings at the rate specified in the applicable Indebtedness, whether
or not such interest is in an allowable claim in any such proceeding) or to
provide for such payment in money in accordance with its terms, after giving
effect to any concurrent payment or distribution to or for the holders of
Indebtedness, before any payment or distribution is made to the Holders of
Securities or to the Trustee; PROVIDED, HOWEVER, that such holders of
Indebtedness shall not be entitled to receive payment of any such amounts to the
extent that such holders would be required by the subordination provisions of
such Indebtedness to pay such amounts over to the obligees on trade accounts
payable or other liabilities arising in the ordinary course of the Company's
business.

In the event that, notwithstanding the foregoing, any payment
or distribution of assets of the Company of any kind or character, whether in
cash, property or securities, prohibited by the foregoing, shall be received by
the Trustee or the Holders of the Securities before all Indebtedness is paid in
full (including interest after commencement of any bankruptcy, insolvency,
receivership or other proceedings at the rate specified in the applicable
Indebtedness, whether or not such interest is an allowable claim in any such
proceeding), or provision is made for such payment in money in accordance with
its terms, such payment or distribution shall be held in trust for the benefit
of and shall be paid over or delivered to the holders of Indebtedness or their
representative or representatives, or to the trustee or trustees under any
indenture pursuant to which any instruments evidencing any Indebtedness may have
been issued, as their respective interests may appear, as calculated by the
Company, for application to the payment of all Indebtedness remaining unpaid to
the extent necessary to pay all Indebtedness in full in money in accordance with
its terms, after giving effect to any concurrent payment or distribution to or
for the holders of such Indebtedness.

Any holder of Indebtedness may file any proof of claim or
similar instrument on behalf of the Trustee and the Holders if such instrument
has not been filed by the date which is 30 days prior to the date specified for
filing thereof.



For purposes of this Article Eleven, the words "cash, property
or securities" shall not be deemed to include shares of stock of the Company as
reorganized or readjusted, or securities of the Company or any other corporation
provided for by a plan of reorganization or readjustment, the payment of which
is subordinated at least to the extent provided in this Article Eleven with
respect to the Securities to the payment of all Indebtedness that may at the
time be outstanding, PROVIDED, HOWEVER, that (i) the Indebtedness is assumed by
the new corporation, if any, resulting from any such reorganization or
readjustment, and (ii) the rights of the holders of the Indebtedness are not,
without the consent of such holders, altered by such reorganization or
readjustment. The consolidation of the Company with, or merger of the Company
into, another corporation or the liquidation or
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dissolution of the Company following the conveyance or transfer of its property
as an entirety, or substantially as an entirety, to another corporation upon the
terms and conditions provided for in Article Eight hereof shall not be deemed a
dissolution, winding-up, liquidation or reorganization for the purposes of this
Section 1103 if such other corporation shall, as a part of such consolidation,
merger, conveyance or transfer, comply with the conditions stated in Article
Eight hereof. Nothing in Section 1102 or in this Section 1103 shall apply to
claims of, or payments to, the Trustee under or pursuant to Section 607.

SECTION 1105. Subrogation.

Subject to the payment in full of all Indebtedness to the
extent provided in Sections 1103 and 1104, the rights of the Holders of the
Securities shall be subrogated to the rights of the holders of Indebtedness to
receive payments or distributions of cash, property or securities of the Company
applicable to the Indebtedness until the principal of (and premium, if any) and
interest on the Securities shall be paid in full; and, for the purposes of such
subrogation, no payments or distributions to the holders of the Indebtedness of
any cash, property or securities to which the Holders of the Securities or the
Trustee would be entitled except for the provisions of this Article Eleven,
shall, as between the Company, its creditors other than holders of Indebtedness,
and the Holders of the Securities, be deemed to be a payment by the Company to
or on account of the Indebtedness. It is understood that the provisions of this
Article Eleven are and are intended solely for the purposes of defining the
relative rights of the Holders of the Securities, on the one hand, and the
holders of the Indebtedness on the other hand.

Nothing contained in this Article Eleven or elsewhere in this
Indenture or in the Securities is intended to or shall impair, as between the
Company, its creditors other than the holders of Indebtedness, and the Holders
of the Securities, the obligation of the Company, which is absolute and
unconditional, to pay to the Holders of the Securities the principal of (and
premium, if any) and interest on the Securities as and when the same shall
become due and payable in accordance with their terms, or is intended to or
shall affect the relative rights of the Holders of the Securities and creditors
of the Company other than the holders of the Indebtedness, nor shall anything
herein or therein prevent the Trustee or the Holder of any Security from
exercising all remedies otherwise permitted by applicable law upon default under
this Indenture, subject to the rights, if any, under this Article Eleven of the
holders of Indebtedness in respect of cash, property or securities of the
Company received upon the exercise of any such remedy.

Upon any payment or distribution of assets of the Company
referred to in this Article Eleven, the Trustee, subject to the provisions of
Section 601, and the Holders of the Securities, shall be entitled to rely upon
any order or decree made by any court of competent jurisdiction in which such
dissolution, winding-up, liquidation or reorganization proceedings are pending,
or a certificate of the receiver, trustee in bankruptcy, liquidation trustee,
agent or other Person making such payment or distribution, delivered to the
Trustee or to the Holders of the Securities, for the purposes of ascertaining
the Persons entitled to participate in such distribution, the holders of the
Indebtedness and other indebtedness of the Company, the
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amount thereof or payable thereon, the amount or amounts paid or distributed
thereon and all other facts pertinent thereto or to this Article Eleven.

SECTION 1106. Trustee to Effectuate Subordination.



Each Holder of a Security by acceptance thereof authorizes and
directs the Trustee on such Holder's behalf to take such action as may be
necessary or appropriate to effectuate the subordination provided in this
Article Eleven and appoints the Trustee such Holder's attorney-in-fact for any
and all such purposes.

SECTION 1107. Notice by the Company.

The Company shall give prompt written notice to a Responsible
Officer of the Trustee of any fact known to the Company that would prohibit the
making of any payment of monies to or by the Trustee in respect of the
Securities pursuant to the provisions of this Article Eleven. Notwithstanding
the provisions of this Article Eleven or any other provision of this Indenture,
the Trustee shall not be charged with knowledge of the existence of any facts
that would prohibit the making of any payment of monies to or by the Trustee in
respect of the Securities pursuant to the provisions of this Article Eleven,
unless and until a Responsible Officer of the Trustee shall have received
written notice thereof at the Corporate Trust Office of the Trustee from the
Company or a holder or holders of Indebtedness or from any trustee therefor; and
before the receipt of any such written notice, the Trustee, subject to the
provisions of Section 601, shall be entitled in all respects to assume that no
such facts exist; PROVIDED, HOWEVER, that if the Trustee shall not have received
the notice provided for in this Section 1106 at least two Business Days prior to
the date upon which by the terms hereof any money may become payable for any
purpose (including, without limitation, the payment of the principal of (or
premium, if any) or interest on any Security), then, anything herein contained
to the contrary notwithstanding, the Trustee shall have full power and authority
to receive such money and to apply the same to the purposes for which they were
received, and shall not be affected by any notice to the contrary that may be
received by it within two Business Days prior to such date.

The Trustee, subject to the provisions of Section 601, shall
be entitled to rely on the delivery to it of a written notice by a Person
representing himself to be a holder of Indebtedness (or a trustee on behalf of
such holder) to establish that such notice has been given by a holder of
Indebtedness or a trustee on behalf of any such holder or holders. In the event
that the Trustee determines in good faith that further evidence is required with
respect to the right of any Person as a holder of Indebtedness to participate in
any payment or distribution pursuant to this Article Eleven, the Trustee may
request such Person to furnish evidence to the reasonable satisfaction of the
Trustee as to the amount of Indebtedness held by such Person, the extent to
which such Person is entitled to participate in such payment or distribution and
any other facts pertinent to the rights of such Person under this Article
Eleven, and if such evidence is not furnished the Trustee may defer any payment
to such Person pending judicial determination as to the right of such Person to
receive such payment.
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SECTION 1108. Rights of the Trustee; Holders of Indebtedness.

The Trustee in its individual capacity shall be entitled to
all the rights set forth in this Article Eleven in respect of any Indebtedness
at any time held by it, to the same extent as any other holder of Indebtedness,
and nothing in this Indenture shall deprive the Trustee of any of its rights as
such holder.

With respect to the holders of Indebtedness, the Trustee
undertakes to perform or to observe only such of its covenants and obligations
as are specifically set forth in this Article Eleven, and no implied covenants
or obligations with respect to the holders of Indebtedness shall be read into
this Indenture against the Trustee. The Trustee shall not be deemed to owe any
fiduciary duty to the holders of Indebtedness and, subject to the provisions of
Section 601, the Trustee shall not be liable to any holder of Indebtedness if it
shall pay over or deliver to holders of Securities, the Company or any other
Person money or assets to which any holder of Indebtedness shall be entitled by
virtue of this Article Eleven or otherwise.

SECTION 1109. Subordination may not be Impaired.

No right of any present or future holder of any Indebtedness
to enforce subordination as herein provided shall at any time in any way be
prejudiced or impaired by any act or failure to act on the part of the Company
or by any act or failure to act, in good faith, by any such holder, or by any
noncompliance by the Company with the terms, provisions and covenants of this
Indenture, regardless of any knowledge thereof that any such holder may have or
otherwise be charged with.

Without in any way limiting the generality of the foregoing



paragraph, the holders of Indebtedness may, at any time and from time to time,
without the consent of or notice to the Trustee or the Holders of the
Securities, without incurring responsibility to the Holders of the Securities
and without impairing or releasing the subordination provided in this Article or
the obligations hereunder of the Holders of the Securities to the holders of
Indebtedness, do any one or more of the following: (i) change the manner, place
or terms of payment or extend the time of payment of, or renew or alter,
Indebtedness or otherwise amend or supplement in any manner Indebtedness or any
instrument evidencing the same or any agreement under which Indebtedness is
outstanding; (ii) sell, exchange, release or otherwise deal with any property
pledged, mortgaged or otherwise securing Indebtedness; (iii) release any Person
liable in any manner for the collection of Indebtedness; and (iv) exercise or
refrain from exercising any rights against the Company and any other Person.
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ARTICLE TWELVE
REDEMPTION OF SECURITIES
SECTION 1201. Optional Redemption; Conditions to Optional Redemption.

At any time on or after December 1, 2006, the Company shall
have the right, subject to the last paragraph of this Section 1201 and to the
receipt of any necessary prior approval of the Federal Reserve, to redeem the
Securities, in whole or in part, from time to time, at the Redemption Prices
(expressed as a percentage of the principal amount of such Securities) set forth
below, plus any accrued but unpaid interest to the Redemption Date, if redeemed
during the twelve-month period beginning on the December 1 of the years
indicated below:

Year Percentage
2006 104.030%
2007 103.627%
2008 103.224%
2009 102.821%
2010 102.418%
2011 102.015%
2012 101.612%
2013 101.209%
2014 100.806%
2015 100.403%

On or after December 1, 2016, the Redemption Price will be
100%, plus accrued and unpaid interest, if any, to the Redemption Date.

Prior to December 1, 2006, if a Special Event shall occur and
be continuing, the Company shall have the right, subject to the last paragraph
of this Section 1201 and to the receipt of any necessary prior approval of the
Federal Reserve, to redeem, upon not less than 30 days nor more than 60 days
notice, the Securities in whole, but not in part, at a Redemption Price equal to
the greater of (i) 100% of the principal amount of Securities then outstanding
and (ii) as determined by a Quotation Agent, the sum of the present values of
the principal amount and premium payable with respect to an optional redemption
on such Securities on December 1, 2006, together with scheduled payments of
interest from the Redemption Date to December 1, 2006 (the "Remaining Life")
discounted to the Redemption Date on a semi-annual basis (assuming a 360-day
year consisting of 30-day months) at the Adjusted Treasury Rate, plus, in each
case, accrued interest thereon to the Redemption Date.

For so long as the Trust is the Holder of all Securities
Outstanding, the proceeds of any redemption described in this Section 1201 shall
be used by the Trust to redeem Common Securities and Capital Securities in
accordance with their terms. The Company shall not redeem the Securities in part
unless all accrued and unpaid interest has
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been paid in full on all Securities outstanding for all semi-annual interest
periods terminating on or prior to the Redemption Date.

SECTION 1202. Applicability of Article.



Redemption of Securities at the election of the Company, as
permitted by Section 1201, shall be made in accordance with such provision and
this Article.

SECTION 1203. Election to Redeem; Notice to Trustee.

The election of the Company to redeem Securities pursuant to
Section 1201 shall be evidenced by a Board Resolution. In case of any redemption
at the election of the Company, the Company shall, at least 45 (unless a shorter
notice period shall be satisfactory to the Trustee) days and no more than 60
days prior to the Redemption Date fixed by the Company, notify the Trustee of
such Redemption Date and of the principal amount of Securities to be redeemed
and provide a copy of the notice of redemption given to Holders of Securities to
be redeemed pursuant to Section 1205.

SECTION 1204. Selection by Trustee of Securities to be Redeemed.

If less than all the Securities are to be redeemed (unless
such redemption affects only a single Security), the particular Securities to be
redeemed shall be selected by lot (or such other method of selection as the
Trustee may customarily employ) not more than 60 days prior to the Redemption
Date by the Trustee, from the Outstanding Securities not previously called for
redemption.

The Trustee shall promptly notify the Company in writing of
the Securities selected for redemption as aforesaid and, in case of any
Securities selected for partial redemption as aforesaid, the principal amount
thereof to be redeemed.

The provisions of the two preceding paragraphs shall not apply
with respect to any redemption affecting only a single Security, whether such
Security is to be redeemed in whole or in part. In the case of any such
redemption in part, the unredeemed portion of the principal amount of the
Security shall be in an authorized denomination (which shall not be less than
the minimum authorized denomination) for such Security.

For all purposes of this Indenture, unless the context
otherwise requires, all provisions relating to the redemption of Securities
shall relate, in the case of any Securities redeemed or to be redeemed only in
part, to the portion of the principal amount of such Securities which has been
or is to be redeemed.

SECTION 1205. Notice of Redemption.

Notice of redemption shall be given by first-class mail,
postage prepaid, mailed not less than 30 nor more than 60 days prior to the
Redemption Date, to each Holder of Securities to be redeemed, at his address
appearing in the Security Register.
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All notices of redemption shall identify the Securities to be
redeemed (including CUSIP number) and shall state:

(1) the Redemption Date,
(2) the Redemption Price,

(3) that on the Redemption Date the Redemption Price will
become due and payable upon each such Security to be redeemed and that interest
thereon will cease to accrue on and after said date, and

(4) the place or places where such Securities are to be
surrendered for payment of the Redemption Price.

Notice of redemption of Securities to be redeemed at the
election of the Company shall be given by the Company or, at the Company's
request, by the Trustee in the name and at the expense of the Company.

SECTION 1206. Deposit of Redemption Price.

On or prior to any Redemption Date, the Company shall deposit
with the Trustee or with a Paying Agent (or, if the Company is acting as its own
Paying Agent, segregate and hold in trust as provided in Section 1003) an amount
of money sufficient to pay the Redemption Price of, and (except if the
Redemption Date shall be an Interest Payment Date) accrued interest on, all the
Securities which are to be redeemed on that date; PROVIDED, HOWEVER, that any
such deposit on a Redemption Date shall be initiated prior to 1:00 p.m.



(New York time) in same-day funds.
SECTION 1207. Securities Payable on Redemption Date.

Notice of redemption having been given as aforesaid, the
Securities so to be redeemed shall, on the Redemption Date, become due and
payable at the Redemption Price therein specified, and from and after such date
(unless the Company shall default in the payment of the Redemption Price and
accrued interest) such Securities shall cease to bear interest. Upon surrender
of any such Security for redemption in accordance with said notice, such
Security shall be paid by the Company at the Redemption Price, together with
accrued interest to the Redemption Date; PROVIDED, HOWEVER, that installments of
interest whose Stated Maturity is on or prior to the Redemption Date shall be
payable to the Holders of such Securities, or one or more Predecessor
Securities, registered as such at the close of business on the relevant Record
Dates according to their terms and the provisions of Section 307.

If any Security called for redemption shall not be so paid
upon surrender thereof for redemption, the principal shall, until paid, bear
interest from the Redemption Date at the rate borne by the Security.

SECTION 1208. Securities Redeemed in Part.
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Any Security which is to be redeemed only in part shall be
surrendered at a place of payment therefor (with, if the Company or the Trustee
so requires, due endorsement by, or a written instrument of transfer in form
satisfactory to the Company and the Trustee duly executed by, the Holder
therefor or his attorney duly authorized in writing), and the Company shall
execute, and the Trustee shall authenticate and deliver to the Holder of such
Security without service charge, a new Security or Securities, of any authorized
denomination as requested by such Holder, in aggregate principal amount equal to
and in exchange for the unredeemed portion of the principal of the Security so
surrendered.
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This instrument may be executed in any number of counterparts,
each of which so executed shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused this
Indenture to be duly executed, and their respective corporate seals to be
hereunto affixed and attested, all as of the day and year first above written.

BARNETT BANKS, INC.

/s/ Hinton F. Nobles, Jr.
By:
Name : Hinton F. Nobles, Jr.
Title: Executive Vice President

/s/ Catherine C. Cosby

Attest:
Catherine C. Cosby
Secretary
THE FIRST NATIONAL BANK OF
CHICAGO
/s/ Mary R. Fonti
By:
Name: Mary R. Fonti
Title: Assistant Vice President
/s/ illegible signature
Attest:

Barnett Banks, Inc.
NB Holdings Corporation



NationsBank Corporation

8.06% Junior Subordinated Debentures due 2026

FIRST SUPPLEMENTAL INDENTURE
Dated as of January 9, 1998

Supplementing the Indenture, dated
as of November 27, 1996, between
Barnett Banks, Inc. and
The First National Bank of Chicago,
a national banking association,
as Trustee

The First National Bank of Chicago,
Trustee

FIRST SUPPLEMENTAL INDENTURE, dated as of January 9, 1998 (the "First

Supplemental Indenture"), among NationsBank Corporation, a North Carolina
corporation ("NationsBank"), NB Holdings Corporation, a Delaware corporation
("Holdings"), Barnett Banks, Inc., a Florida corporation ("Barnett"), and The

First National Bank of Chicago, as Trustee (the "Trustee") under the Indenture
referred to herein;

WHEREAS, Barnett and the Trustee heretofore executed and delivered an
Indenture, dated as of November 27, 1996 (the "Indenture"); and

WHEREAS, pursuant to the Indenture Barnett issued and the Trustee
authenticated and delivered $300 million aggregate principal amount of 8.06%
Junior Subordinated Debentures, due 2026 (the "Securities"); and

WHEREAS, NationsBank, Holdings and Barnett have entered into the
Agreement and Plan of Merger, dated as of August 29, 1997, and amended as of
November 18, 1997, pursuant to which Barnett will merge with and into Holdings
(the "Barnett Merger") on the date hereof; and

WHEREAS, Section 801 of the Indenture provides that in the case of the
Barnett Merger, Holdings shall expressly assume by supplemental indenture all
the obligations under the Securities and the Indenture; and

WHEREAS, NationsBank, as the holder of 100% of the outstanding capital
stock of Holdings, desires to assume, jointly and severally with Holdings, all
of the rights and obligations under the Securities and Indenture that are
required to be assumed by Holdings pursuant to Section 801 of the Indenture; and

WHEREAS, Section 901 of the Indenture provides that Barnett and the
Trustee may amend the Indenture and the Securities without notice to or consent
of any Holders of the Securities in order to comply with Article Eight of the
Indenture; and

WHEREAS, this First Supplemental Indenture has been duly authorized by
all necessary corporate action on the part of each of NationsBank, Holdings and
Barnett.

NOW, THEREFORE, NationsBank, Holdings, Barnett and the Trustee agree as
follows for the equal and ratable benefit of the Holders of the Securities:

ARTICLE I
ASSUMPTION BY SUCCESSOR CORPORATION
AND ITS PARENT ENTITY

SECTION 1.1. Assumption of the Securities. NationsBank hereby expressly
assumes, jointly and severally with Holdings, the due and punctual payment of
the principal of and interest on the Securities and the performance of every
covenant of the Indenture on the part of Barnett to be performed or observed.

SECTION 1.2. Trustee's Acceptance. The Trustee hereby accepts this
First Supplemental Indenture and agrees to perform the same under the terms and

conditions set forth in the Indenture.

ARTICLE II
MISCELLANEQUS

SECTION 2.1. Effect of Supplemental Indenture. Upon the later to occur



of (i) the execution and delivery of this First Supplemental Indenture by
NationsBank, Holdings, Barnett and the Trustee and (ii) the consummation of the
Barnett Merger, the Indenture shall be supplemented in accordance herewith, and
this First Supplemental Indenture shall form a part of the Indenture for all
purposes, and every Holder of Securities heretofore or hereafter authenticated
and delivered under the Indenture shall be bound thereby.

SECTION 2.2. Indenture Remains in Full Force and Effect. Except as
supplemented hereby, all provisions in the Indenture shall remain in full force
and effect.

SECTION 2.3. Indenture and Supplemental Indenture Construed Together.
This First Supplemental Indenture is an indenture supplemental to and in
implementation of the Indenture, and the Indenture and this First Supplemental
Indenture shall henceforth be read and construed together.

SECTION 2.4. Confirmation and Preservation of Indenture. The Indenture
as supplemented by this First Supplemental Indenture is in all respect confirmed
and preserved.

SECTION 2.5. Conflict with Trust Indenture Act. If any provision of
this First Supplemental Indenture limits, qualifies or conflicts with any

provision of the Trust Indenture Act ("TIA") that is required under the TIA to
be part of and govern any provision of this First Supplemental Indenture, the
provision of the TIA shall control. If any provision of this First Supplemental
Indenture modifies or excludes any provision of the TIA that may be so modified
or excluded, the provision of the TIA shall be deemed to apply to the Indenture
as so modified or to be excluded by this First Supplemental Indenture, as the
case may be.

SECTION 2.6. Severability. In case any provision in this First
Supplemental Indenture shall be invalid, illegal or unenforceable, the validity,
legality and enforceability of the remaining provisions shall not in any way be
affected or impaired thereby.

SECTION 2.7. Terms Defined in the Indenture. All capitalized terms not
otherwise defined herein shall have the meanings ascribed to them in the
Indenture.

SECTION 2.8. Headings. The Article and Section headings of this First
Supplemental Indenture have been inserted for convenience of reference only, are
not to be considered part of this Supplemental Indenture and shall in no way
modify or restrict any of the terms or provisions hereof.

SECTION 2.9. Benefits of First Supplemental Indenture, etc. Nothing in
this First Supplemental Indenture or the Securities, express or implied, shall
give to any Person, other than the parties hereto and thereto and their
successors hereunder and thereunder and the Holders of the Securities, any
benefit of any legal or equitable right, remedy or claim under the Indenture,
this First Supplemental Indenture or the Securities.

SECTION 2.10. Successors. All agreements of Holdings and NationsBank in
this First Supplemental Indenture shall bind their successors. All agreements of
the Trustee in this First Supplemental Indenture shall bind its successors.

SECTION 2.11. Trustee Not Responsible for Recitals. The recitals
contained herein shall be taken as the statements of Barnett, NationsBank and
Holdings, and the Trustee assumes no responsibility for their correctness.

SECTION 2.12. Certain Duties and Responsibilities of the Trustees. In
entering into this First Supplemental Indenture, the Trustee shall be entitled
to the benefit of every provision of the Indenture relating to the conduct or
affecting the liability or affording protection to the Trustee, whether or not
elsewhere herein so provided.

-4 -

SECTION 2.13. Governing Law. This First Supplemental Indenture shall be
governed by, and construed in accordance with, the laws of the State of New York
but without giving effect to applicable principles of conflicts of law to the
extent that the application of the laws of another jurisdiction would be
required thereby.

SECTION 2.14. Counterpart originals. The parties may sign any number of
copies of this First Supplemental Indenture. Each signed copy shall be an
original, but all of them together represent the same agreement.
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IN WITNESS WHEREOF, the parties have caused this First Supplemental
Indenture to be duly executed as of the date first written above.

NationsBank Corporation

By: /s/ John E. Mack

Name: John E. Mack
Title: Senior Vice President

NB Holdings Corporation

By: /s/ John E. Mack

Name: John E. Mack
Title: Senior Vice President

Barnett Banks, Inc.

By: /s/Charles E. Rice

Name: Charles E. Rice
Title: Chairman and CEO

The First National Bank of Chicago, as Trustee

By: /s/ Richard D. Manella

Name: Richard D. Manella
Title: Vice President
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BARNETT

This INDENTURE is dated as of November 27, 1996, between
BANKS, INC., a corporation duly organized and existing under the laws of

the State of Florida (herein called the "Company"), having its principal office
at 50 North Laura Street, Jacksonville, Florida 32202, and THE FIRST NATIONAL

BANK OF

CHICAGO, a national banking association, as Trustee (herein called the

"Trustee") .

RECITALS

WHEREAS, for its lawful corporate purposes, the Company has

duly authorized the execution and delivery of this Indenture to provide for the
issuance of its 8.06% Junior Subordinated Debentures due 2026 (the "Junior
Subordinated Securities"™) and its 8.06% New Junior Subordinated Debentures due
2026 (the "New Junior Subordinated Securities", and together with the Junior
Subordinated Securities, the "Securities") to be issued

in exchange for the Junior Subordinated Securities.

WHEREAS, Barnett Capital I (the "Trust") has offered to the

public $300,000,000 aggregate liquidation amount of its 8.06% Capital Securities
(the "Capital Securities") representing undivided beneficial interests in the
assets of the Trust and proposes to invest the proceeds from such offering and
the proceeds from the issuance of its Common Securities in $309,279,000
aggregate principal amount of the Securities.

WHEREAS, to provide the terms and conditions upon which the

Securities are to be authenticated, issued and delivered, the Company has duly
authorized the execution of this Indenture.



WHEREAS, all things necessary to make this Indenture a valid
agreement of the Company, in accordance with its terms, have been done.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and the purchase of
the Securities by the Holders thereof, it is mutually agreed, for the equal and
proportionate benefit of all Holders of the Securities, as follows:

ARTICLE ONE
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION
SECTION 101. Definitions.

For all purposes of this Indenture, except as expressly
provided or unless the context otherwise requires:

(1) the terms defined in this Article have the meanings
assigned to them in this Article and include the plural as well as the singular
and the masculine as well as the feminine;

(2) all other terms used herein which are defined in the Trust
Indenture Act, either directly or by reference therein, have the meanings
assigned to them therein;

(3) all accounting terms not otherwise defined herein have the
meanings assigned to them in accordance with generally accepted accounting
principles;

(4) the words "herein," "hereof" and "hereunder" and other
words of similar import refer to this Indenture as a whole and not to any
particular Article, Section or other subdivision;

(5) a reference to any Person shall include its successor and
assigns;

(6) a reference to any agreement or instrument shall mean such
agreement or instrument as supplemented, modified, amended or amended and
restated and in effect from time to time;

(7) a reference to any statute, law, rule or regulation, shall
include any amendments thereto applicable to the relevant Person, and any
successor statute, law, rule or regulation; and

(8) a reference to any particular rating category shall be
deemed to include any corresponding successor category, or any corresponding
rating category issued by a successor or subsequent rating agency.

"Act", when used with respect to any Holder, has the meaning
specified in Section 104.

"Adjusted Treasury Rate" means, with respect to any Redemption
Date, the Treasury Rate plus (i) 1.25% if such Redemption Date occurs on or
before December 1, 1997 or (ii) 0.50% if such Redemption Date occurs after
December 1, 1997.

"Affiliate" of any specified Person means any other Person
directly or indirectly controlling or controlled by or under direct or indirect
common control with such specified Person. For the purposes of this definition,
"control" when used with respect to any specified Person means the power to
direct the management and policies of such Person, directly or indirectly,
whether through the ownership of voting securities, by contract or otherwise;
and the terms "controlling" and "controlled" have meanings correlative to the
foregoing.

"Authenticating Agent" means any Person authorized by the
Trustee to act on behalf of the Trustee to authenticate Securities.

"Board of Directors" means either the board of directors of
the Company or any duly authorized committee of that board as the context
requires.



"Board Resolution" means a copy of a resolution certified by
the Secretary or an Assistant Secretary of the Company to have been duly adopted
by the Board of Directors and to be in full force and effect on the date of such
certification, and delivered to the Trustee.

"Business Day" means any day other than a Saturday or Sunday
or a day on which banking institutions in The City of New York are authorized or
required by law or executive order to remain closed or a day on which the
Corporate Trust Office of the Trustee, or the principal office of the Property
Trustee, under the Declaration, is closed for business.

"Capital Securities" has the meaning specified in the Recitals
to this instrument.

"Cedel" means Cedel, S.A.
"Closing Date" means November 27, 1996.

"Commission" means the Securities and Exchange Commission, as
from time to time constituted, created under the Securities Exchange Act of
1934, or, if at any time after the execution of this instrument such Commission
is not existing and performing the duties now assigned to it under the Trust
Indenture Act, then the body performing such duties at such time.

"Common Securities" means the common securities issued by the
Trust.

"Company" means the Person named as the "Company" in the first
paragraph of this instrument until a successor Person shall have become such
pursuant to the applicable provisions of this Indenture, and thereafter
"Company" shall mean such successor Person.

"Company Request" or "Company Order" means a written request
or order signed in the name of the Company by its Chairman of the Board, its
Vice Chairman of the Board, a President or a Vice President, and by its
Treasurer, an Assistant Treasurer, its Secretary or an Assistant Secretary, and
delivered to the Trustee.

"Comparable Treasury Issue" means with respect to any
Redemption Date the United States Treasury security selected by the Quotation
Agent as having a maturity comparable to the Remaining Life that would be
utilized, at the time of selection and in accordance with customary financial
practice, in pricing new issues of corporate debt securities of comparable
maturity to the Remaining Life. If no United States treasury security has a
maturity which is within a period from three months before to three months after
December 1, 2006, the two most closely corresponding United States Treasury
securities shall be used as the Comparable Treasury Issue, and the Treasury Rate
shall be interpolated or extrapolated on a straight-line basis, rounding to the
nearest month using such securities.

"Comparable Treasury Price" means (A) the average of five
Reference Treasury Dealer Quotations for such Redemption Date, after excluding
the highest and lowest such

Reference Treasury Dealer Quotations, or (B) if the Indenture Trustee obtains
fewer than three such Reference Treasury Dealer Quotations, the average of all
such Quotations.

"Corporate Trust Office" means the principal office of the
Trustee in the City of New York, at which at any particular time its corporate
trust business shall be administered and which at the date of this Indenture is
located at 153 West 51st Street, New York, New York 10019.

"Covenant Defeasance" has the meaning specified in Section

"Declaration" means the Amended and Restated Declaration of
Trust among the Company, as Sponsor and the Trustee, as the initial Property
Trustee, First Chicago Delaware Inc., a Delaware corporation, as the initial
Delaware Trustee, and Paris P. Thermenos, Charles W. Newman and Patrick J.
McCann, as the initial Regular Trustees, dated as of November 27, 1996.

"Defaulted Interest" has the meaning specified in Section 307.

"Depositary" means, with respect to Securities issuable in



whole or in part in the form of one or more Global Securities, a clearing agency
registered under the Exchange Act that is designated to act as Depositary for
such Securities.

"DWAC" means Deposit and Withdrawal At Custodian Service.
"Event of Default" has the meaning specified in Section 501.

"Exchange Act" means the Securities Exchange Act of 1934, as
amended from time to time, and any successor legislation.

"Extension Period" has the meaning specified in Section 301.

"Euroclear" means Morgan Guaranty Trust Company of New York,
Brussels office, as operator of the Euroclear System.

"Federal Reserve" means the Board of Governors of the Federal
Reserve System.

"Global Security" means a Security that evidences all or part
of the Securities and is authenticated and delivered to, and registered in the
name of, the Depositary for such Securities or a nominee thereof.

"Guarantee" means the Guarantee Agreement, dated as of
November 27, 1996, made by the Company in favor of The First National Bank of
Chicago, as trustee thereunder for the benefit of the Holders (as defined
therein) of the Capital Securities and the holder of the Common Securities.

"Holder" means a Person in whose name a Security is registered
in the Security Register.

"Indebtedness" means, with respect to any Person, whether
recourse is to all or a portion of the assets of such Person and whether or not
contingent, (i) every obligation of such Person for money borrowed, (ii) every
obligation of such Person evidenced by bonds, debentures, notes or other similar
instruments, including obligations incurred in connection with the acquisition
of property, assets or businesses, (iii) every reimbursement obligation of such
Person with respect to letters of credit, bankers' acceptances or similar
facilities issued for the account of such Person, (iv) every obligation of such
Person issued or assumed as the deferred purchase price of property or services
(but excluding trade accounts payable or accrued liabilities arising in the
ordinary course of business), (v) every capital lease obligation of such Person,
(vi) every obligation of such person for claims (as defined in Section 101 (4) of
the United States Bankruptcy Code of 1978, as amended) in respect of derivative
products such as interest and foreign exchange rate contracts, commodity
contracts and similar arrangements and (vii) every obligation of the type
referred to in clauses (i) through (vi) of another person and all dividends of
another person the payment of which, in either case, such person has guaranteed
or is responsible or liable, directly or indirectly, as obligor or otherwise;
PROVIDED that "Indebtedness" shall not include (i) any obligations which, by
their terms, are expressly stated to rank PARI PASSU in right of payment with,
or to not be superior in right of payment to, the Securities, (ii) any
Indebtedness of the Company which when incurred and without respect to any
election under Section 1111 (b) of the United States Bankruptcy Code of 1978, as
amended, was without recourse to the Company, (iii) any Indebtedness of the
Company to any of its subsidiaries, (iv) Indebtedness to any employee of the
Company or (v) any indebtedness in respect of debt securities issued to any
trust, or a trustee of such trust, partnership or other entity affiliated with
the Company that is a financing entity of the Company in connection with the
issuance of such financing entity or securities that are similar to the Capital
Securities.

"Indenture" means this instrument as originally executed or as
it may from time to time be supplemented or amended by one or more indentures
supplemental hereto entered into pursuant to the applicable provisions hereof,
including, for all purposes of this instrument and any such supplemental
indenture, the provisions of the Trust Indenture Act that are deemed to be a
part of and govern this instrument and any such supplemental indenture,
respectively.

"Initial Purchasers" means Morgan Stanley & Co. Incorporated,
Lehman Brothers Inc., Merrill Lynch & Co. and Salomon Brothers Inc.

"Institutional Accredited Investor" means an institution that
is an "accredited investor" as the term is defined in Rule 501 (a) (1), (2), (3)
or (7) under the Securities Act.



"Interest Payment Date", when used with respect to any
installment of interest on a Security, means the date specified in such Security
as the fixed date on which an installment of interest with respect to the
Securities is due and payable.

"Investment Company Event" means the receipt by the Trust of
an Opinion of Counsel having a recognized national securities practice to the
effect that, as a result of the occurrence of a change in law or regulation or a
change in interpretation or application of law or regulation by any legislative
body, court, governmental agency or regulatory authority (a "Change in 1940 Act
Law"), the Trust is or will be considered an "investment company" that is
required to be registered under the Investment Company Act of 1940 as amended,
which Change in 1940 Act Law becomes effective on or after the date of original
issuance of the Securities.

"Junior Subordinated Securities" has the meaning specified in
the Recitals to this instrument.

"Legal Defeasance" has the meaning specified in Section 402.

"Maturity", when used with respect to any Security, means the
date on which the principal of such Security becomes due and payable as therein
or herein provided, whether at the Stated Maturity or by declaration of
acceleration, call for redemption or otherwise.

"New Junior Subordinated Securities" has the meaning specified
in the Recitals to this instrument.

"Officers' Certificate" means a certificate signed on behalf
of the Company by the Chairman of the Board, a Vice Chairman of the Board, the
President or a Vice President, and by the Treasurer, an Assistant Treasurer, the
Secretary or an Assistant Secretary, of the Company, and delivered to the
Trustee. One of the officers signing an Officers' Certificate given pursuant to
Section 1004 shall be the principal executive, financial or accounting officer
of the Company. Any Officers' Certificate delivered with respect to compliance
with a condition or covenant provided for in this Indenture shall include:

(a) a statement that each officer signing the Officers'
Certificate on behalf of the Company has read the covenant or condition and the
definitions relating thereto;

(b) a brief statement of the nature and scope of the
examination or investigation undertaken by each officer on behalf of the Company
in rendering the Officers' Certificate;

(c) a statement that each such officer has made such
examination or investigation as, in such officer's opinion, is necessary to
enable such officer to express an informed opinion as to whether or not such
covenant or condition has been complied with; and

(d) a statement as to whether, in the opinion of each such
officer, such condition or covenant has been complied with.

"Opinion of Counsel" means a written opinion of counsel, who
may be counsel for the Company (and who may be an employee of the Company), and
who shall be

reasonably acceptable to the Trustee. An opinion of counsel may rely on
certificates as to matters of fact.

"Outstanding", when used with respect to Securities, means, as
of the date of determination, all Securities authenticated and delivered under
this Indenture, except: (i) Securities cancelled by the Trustee or delivered to
the Trustee for cancellation; (ii) Securities for whose payment or redemption
money in the necessary amount has been deposited with the Trustee or any Paying
Agent (other than the Company) in trust or set aside and segregated in trust by
the Company (if the Company shall act as its own Paying Agent) for the Holder of
such Securities; PROVIDED that, if such Securities are to be redeemed, notice of
such redemption has been duly given pursuant to this Indenture or provision
therefor satisfactory to the Trustee has been made; and (iii) Securities which
have been paid pursuant to Section 306, or in exchange or for in lieu of which
other Securities have been authenticated and delivered pursuant to this
Indenture, other than any such Securities in respect of which there shall have



been presented to the Trustee proof satisfactory to it that such Securities are
held by a bona fide purchaser in whose hands such Securities are wvalid
obligations of the Company.

"Paying Agent" means any Person authorized by the Company to
pay the principal of or interest on any Securities on behalf of the Company.

"Person" means a legal person, including any individual,
corporation, estate, partnership, joint venture, association, joint stock
company, limited liability company, trust, unincorporated association, or
government or any agency or political subdivision thereof, or any other entity
of whatever nature.

"Predecessor Security" of any particular Security means every
previous Security evidencing all or a portion of the same debt as that evidenced
by such particular Security; and, for the purposes of this definition, any
security authenticated and delivered under Section 306 in exchange for or in
lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to
evidence the same debt as the mutilated, destroyed, lost or stolen Security.

"Private Placement Legend" as defined in Section 314 of this
Indenture.

"Property Trustee" has the meaning set forth in the
Declaration.

"Qualified Institutional Buyer" or "QIB" shall have the
meaning specified in Rule 144A under the Securities Act.

"Quotation Agent" means (i) Morgan Stanley & Co. Incorporated
and its successors; PROVIDED, HOWEVER, that if the foregoing shall cease to be a
primary U.S. Government securities dealer in New York City (a "Primary Treasury
Dealer"), the Company shall substitute therefor another Primary Treasury Dealer;
and (ii) any other Primary Treasury Dealer selected by the Indenture Trustee
after consultation with the Company.

"Redemption Date", when used with respect to any Security to
be redeemed, means the date fixed for such redemption by or pursuant to this
Indenture.

"Redemption Price", when used with respect to any Security to
be redeemed, means the price at which it is to be redeemed pursuant to this
Indenture.

"Reference Treasury Dealer Quotations" means, with respect to
each Reference Treasury Dealer and any Redemption Date, the average, as
determined by the Indenture Trustee, of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount) quoted in writing to the Indenture Trustee by such Reference
Treasury Dealer at 5:00 p.m. New York City time, on the third business day
preceding such Redemption Date.

"Registration Rights Agreement" means the Registration Rights
Agreement dated the date hereof between the Company and the Initial Purchasers
for the benefit of themselves and the Holders (as defined therein) of the
Capital Securities as the same may be amended from time to time in accordance
with the terms thereof.

"Regular Record Date" for the interest payable on any Interest
Payment Date means the 15th day of the month prior to the relevant Interest
Payment Date.

"Regulation S" means Regulation S under the Securities Act and
any successor regulation thereto.

"Regulation S Global Security" means any Global Security or
Securities evidencing Securities that are to be traded pursuant to Regulation S.

"Regulatory Capital Event" means that the Company shall have
received an opinion of independent bank regulatory counsel experienced in such
matters to the effect that, as a result of (a) any amendment to or change
(including any announced prospective change) in the laws (or any regulations
thereunder) of the United States or any rules, guidelines or policies of the
Federal Reserve or (b) any official administrative pronouncement or judicial
decision for interpreting or applying such laws or regulations which amendment
or change is effective or such pronouncement or decision is announced on or
after the date of original issuance of the Capital Securities, the Capital
Securities do not constitute, or within 90 days of the date thereof, will not



constitute Tier I capital (or its then equivalent); PROVIDED, HOWEVER, that the
distribution of the Securities in connection with the liquidation of the Trust
by the Company shall not in and of itself constitute a Regulatory Capital Event
unless such liquidation shall have occurred in connection with a Tax Event or an
Investment Company Event.

"Remaining Life" has the meaning specified in Section 1201.

"Responsible Officer", when used with respect to the Trustee,
means the chairman or any vice-chairman of the board of directors, the chairman
or any vice-chairman of the executive committee of the board of directors, the
chairman of the trust committee, the president, any Vice President, the
secretary, any assistant secretary, the treasurer, any assistant treasurer, any
trust officer or assistant trust officer, the controller or any assistant
controller or any other officer of the Trustee customarily performing functions
similar to those performed

by any of the above designated officers and also means, with respect to a
particular corporate trust matter, any other officer to whom such matter is
referred because of his knowledge of and familiarity with the particular
subject.

"Restricted Global Security" means any Global Security or
Securities evidencing Securities that are to be traded pursuant to Rule 144A.

"Restricted Period" shall have the meaning specified in
Section 315.

"Restricted Security" has the meaning assigned to such term in
Rule 144 (a) (3) of the Securities Act.

"Rule 144A" means Rule 144A under the Securities Act.

"Securities" has the meaning specified in the Recitals to this
instrument.

"Securities Act" means the Securities Act of 1933, as amended.

"Security Register" and "Security Registrar" have the
respective meanings specified in Section 305.

"Special Event" means either an Investment Company Event, a
Regulatory Capital Event or a Tax Event.

"Special Record Date" for the payment of any Defaulted
Interest means a date fixed by the Trustee pursuant to Section 307.

"Stated Maturity", when used with respect to any Security or
any installment of interest thereon, means the date specified in such Security
as the date on which the principal, together with any accrued and unpaid
interest, of such Security or such installment of interest is due and payable.

"Subsidiary" means a corporation more than 50% of the
outstanding voting stock of which is owned, directly or indirectly, by the
Company or by one or more other Subsidiaries or by the Company and one or more
other Subsidiaries. For the purposes of this definition, "voting stock" means
stock which ordinarily has voting power for the election of directors, whether
at all times or only so long as no senior class of stock has such voting power
by reason of any contingency.

"Tax Event" means the receipt by the Trust of an Opinion of
Counsel, rendered by a law firm having a recognized national tax practice, to
the effect that, as a result of any amendment to, change in or announced
proposed change in the laws (or any regulations thereunder) of the United States
or any political subdivision or taxing authority thereof or therein, or as a
result of any official administrative pronouncement or judicial decision
interpreting or applying such laws or regulations, which amendment or change is
adopted or which pronouncement or decision is announced on or after the date of
original issuance of the
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Capital Securities under the Declaration, there is more than an insubstantial



risk that (i) the Trust is, or will be within 90 days of the date of such
opinion, subject to United States federal income tax with respect to income
received or accrued on the Securities, (ii) interest payable by the Company on
the Securities is not, or within 90 days of the date of such opinion, will not
be, deductible by the Company, in whole or in part, for United States federal
income tax purposes, or (iii) the Trust is, or will be within 90 days of the
date of such opinion, subject to more than a de minimis amount of other taxes,
duties or other governmental charges.

"Treasury Rate" means (i) the yield, under the heading which
represents the average for the immediately prior week, appearing in the most
recently published statistical release designated "H.15(519)" or any successor
publication which is published weekly by the Federal Reserve and which
establishes yields on actively traded United States Treasury securities adjusted
to constant maturity under the caption "Treasury Constant Maturities", for the
maturity corresponding to the Remaining Life (if no maturity is within three
months before or after the Remaining Life, yields for the two published
maturities most closely corresponding to the Remaining Life shall be determined
and the Treasury Rate shall be interpolated or extrapolated from such yields on
a straight-line basis, rounding to the nearest month) or (ii) if such release
(or any successor release) is not published during the week preceding the
calculation date or does not contain such yields, the rate per annum equal to
the semi-annual equivalent yield to maturity of the Comparable Treasury Issue,
calculated using a price for the Comparable Treasury Issue (expressed as a
percentage of its principal amount) equal to the Comparable Treasury Price for
such Redemption Date. The Treasury Rate shall be calculated on the third
business day preceding the Redemption Date.

"Trust" means Barnett Capital I, a statutory business trust
declared and established pursuant to the Delaware Business Trust Act by the
Declaration.

"Trustee" means the Person named as the "Trustee" in the first
paragraph of this Indenture until a successor Trustee shall have become such
pursuant to the applicable provisions of this Indenture, and thereafter
"Trustee" shall mean such successor Trustee.

"Trust Indenture Act" means the Trust Indenture Act of 1939 as
in force at the date as of which this instrument was executed; PROVIDED,
HOWEVER, that in the event the Trust Indenture Act of 1939 is amended after such
date, "Trust Indenture Act" means, to the extent required by any such amendment,
the Trust Indenture Act of 1939 as so amended.

"U.S. Government Obligations" has the meaning specified in
Section 404.

"Vice President", when used with respect to the Company or the
Trustee, means any vice president, whether or not designated by a number or a
word or words added before or after the title "vice president.”
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SECTION 102. Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee
to take any action under any provision of this Indenture, the Company shall
furnish to the Trustee such certificates and opinions as may be required under
the Trust Indenture Act. Each such certificate or opinion shall be given in the
form of an Officers' Certificate, if to be given by an officer of the Company,
or an Opinion of Counsel, if to be given by counsel, and shall comply with the
requirements of the Trust Indenture Act and any other requirement set forth in
this Indenture.

SECTION 103. Form of Documents Delivered to Trustee.

In any case where several matters are required to be certified
by, or covered by an opinion of, any specified Person, it is not necessary that
all such matters be certified by, or covered by the opinion of, only one such
Person, or that they be so certified or covered by only one document, but one
such Person may certify or give an opinion with respect to some matters and one
or more other such Persons as to other matters, and any such Person may certify
or given an opinion as to such matters in one or several documents.

Any certificate or opinion of an officer of the Company may be
based, insofar as it relates to legal matters, upon a certificate or opinion of,
or representations by, counsel, unless such officer knows, or in the exercise of
reasonable care should know, that the certificate or opinion or representations
with respect to the matters upon which his certificate or opinion is based are
erroneous. Any such certificate or opinion of counsel may be based, insofar as



it relates to factual matters, upon a certificate or opinion of, or
representations by, an officer or officers of the Company stating that the
information with respect to such factual matters is in the possession of the
Company, unless such counsel knows, or in the exercise of reasonable care should
know, that the certificate or opinion or representations with respect to such
matters are erroneous.

Where any Person is required to make, give or execute two or
more applications, requests, consents, certificates, statements, opinions or
other instruments under this Indenture, they may, but need not, be consolidated
and form one instrument.

SECTION 104. Acts of Holders; Record Dates.

(a) Any request, demand, authorization, direction, notice,
consent, waiver or other action provided by this Indenture to be given or taken
by Holders may be embodied in and evidenced by one or more instruments of
substantially similar tenor signed by such Holders in person or by an agent duly
appointed in writing; and, except as herein otherwise expressly provided, such
action shall become effective when such instrument or instruments are delivered
to the Trustee at the address specified in Section 105 and, where it is hereby
expressly required, to the Company. Such instrument or instruments (and the
action embodied therein and evidenced thereby) are herein sometimes referred to
as the "Act" of the Holders signing such instrument or instruments. Proof of
execution of any such instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Indenture
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and (subject to Section 601) conclusive in favor of the Trustee and the Company,
if made in the manner provided in this Section.

(b) The fact and date of the execution by any Person of any
such instrument or writing may be proved by the affidavit of a witness of such
execution or by a certificate of a notary public or other officer authorized by
law to take acknowledgments of deeds, certifying that the individual signing
such instrument or writing acknowledged to him the execution thereof. Where such
execution is by a signer acting in a capacity other than his individual
capacity, such certificate or affidavit shall also constitute sufficient proof
of his authority. The fact and date of the execution of any such instrument or
writing, or the authority of the Person executing the same, may also be proved
in any other manner which the Trustee deems sufficient.

(c) The Company may, in the circumstances permitted by the
Trust Indenture Act, fix any day as the record date for the purpose of
determining the Holders entitled to give or take any request, demand,
authorization, direction, notice, consent, waiver or other action, or to vote on
any action, authorized or permitted to be given or taken by Holders. If not set
by the Company prior to the first solicitation of a Holder made by any Person in
respect of any such action, or, in the case of any such vote, prior to such
vote, the record date for any such action or vote shall be the 30th day (or, if
later, the date of the most recent list of Holders required to be provided
pursuant to Section 701) prior to such first solicitation or vote, as the case
may be.

With regard to any record date, only the Holders on such date
(or their duly designated proxies) shall be entitled to give or take, or vote
on, the relevant action.

(d) The ownership of Securities shall be proved by the
Security Register.

(e) Any request, demand, authorization, direction, notice,
consent, waiver or other Act of the Holder of any Security shall bind every
future Holder of the same Security and the Holder of every Security issued upon
the registration of transfer thereof or in exchange therefor or in lieu thereof
in respect of anything done, omitted or suffered to be done by the Trustee or
the Company in reliance thereon, whether or not notation of such action is made
upon such Security.

SECTION 105. Notices, Etc. to Trustee and the Company.

Any request, demand, authorization, direction, notice,
consent, waiver or Act of Holders or other document provided or permitted by
this Indenture to be made upon, given or furnished to, or filed with:

(1) the Trustee by any Holder or by the Company shall be
sufficient for every purpose hereunder if made, given, furnished or filed in
writing to or with the Trustee at its Corporate Trust Office, Attention:
Corporate Trust Trustee Administration; or
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(2) the Company by the Trustee or by any Holder shall be
sufficient for every purpose hereunder (unless otherwise herein expressly
provided) if in writing and mailed, first-class postage prepaid, to the Company
addressed to it at the address of its principal office specified in the first
paragraph of this instrument or at any other address previously furnished in
writing to the Trustee by the Company.

SECTION 106. Notice to Holders; Waiver.

Where this Indenture provides for notice to Holders of any
event, such notice shall be sufficiently given (unless otherwise herein
expressly provided) if in writing and mailed, first-class postage prepaid, to
each Holder affected by such event, at his address as it appears in the Security
Register, not later than the latest date (if any), and not earlier than the
earliest date (if any), prescribed for the giving of such notice. In any case
where notice to Holders is given by mail, neither the failure to mail such
notice, nor any defect in any notice so mailed, to any particular Holder shall
affect the sufficiency of such notice with respect to other Holders. Where this
Indenture provides for notice in any manner, such notice may be waived in
writing by the Person entitled to receive such notice, either before or after
the event, and such waiver shall be the equivalent of such notice. Waivers of
notice by Holders shall be filed with the Trustee, but such filing shall not be
a condition precedent to the validity of any action taken in reliance upon such
waiver.

In case by reason of the suspension of regular mail service or
by reason of any other cause it shall be impracticable to give such notice by
mail, then such notification as shall be made with the approval of the Trustee
shall constitute a sufficient notification for every purpose hereunder.

SECTION 107. Conflict With Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with a
provision of the Trust Indenture Act that is required under such Act to be a
part of and govern this Indenture, the provision of the Trust Indenture Act
shall control. If any provision of this Indenture modifies or excludes any
provision of the Trust Indenture Act that may be so modified or excluded, the
latter provision shall be deemed to apply to this Indenture as to modified or so
be excluded, as the case may be.

SECTION 108. Effect of Headings and Table of Contents.

The Article and Section headings herein and the Table of
Contents are for convenience only and shall not affect the construction hereof.

SECTION 109. Separability Clause.

In case any provision in this Indenture or in the Securities
shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or
impaired thereby.
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SECTION 110. Benefits of Indenture.

Nothing in this Indenture or in the Securities, express or
implied, shall give to any Person, other than the parties hereto and their
successors hereunder, the holders of Indebtedness, the holders of Capital
Securities (to the extent provided herein) and the Holders of Securities, any
benefit or any legal or equitable right, remedy or claim under this Indenture.

SECTION 111. GOVERNING LAW.

THIS INDENTURE AND THE SECURITIES SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD TO
CONFLICTS OF LAWS PRINCIPLES THEREOF. THIS INDENTURE IS SUBJECT TO THE
PROVISIONS OF THE TRUST INDENTURE ACT THAT ARE REQUIRED TO BE PART OF THIS
INDENTURE AND SHALL, TO THE EXTENT APPLICABLE, BE GOVERNED BY SUCH PROVISIONS.



SECTION 112. Legal Holidays.

In any case where any Interest Payment Date, Redemption Date
or Stated Maturity of any Security shall not be a Business Day, then
(notwithstanding any other provision of this Indenture or of the Securities)
payment of interest or principal of the Securities need not be made on such
date, but may be made on the next succeeding Business Day (except that, if such
Business Day is in the next succeeding calendar year, such Interest Payment
Date, Redemption Date or Stated Maturity, as the case may be, shall be the
immediately preceding Business Day) with the same force and effect as if made on
the Interest Payment Date or Redemption Date, or at the Stated Maturity,
PROVIDED that no interest shall accrue for the period from and after such
Interest Payment Date, Redemption Date or Stated Maturity, as the case may be.

ARTICLE TWO
SECURITY FORMS

The Junior Subordinated Securities in definitive form and the
New Junior Subordinated Securities in definitive form shall be in the form
attached hereto as Exhibit A; PROVIDED, that the New Junior Subordinated
Securities shall not contain any of the provisions following the Trustee's
authentication.

If the Securities are distributed to the holders of Capital
Securities and Common Securities, the record holder (including any Depositary)
of any Capital Securities or Common Securities shall be issued Securities in
definitive, fully registered form without interest coupons, substantially in the
form of Exhibit A hereto, with the legends in substantially the form of the
legends existing on the security representing the Capital Securities or Common
Securities to be exchanged (with such changes thereto as the officers
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executing such Securities determine to be necessary or appropriate, as evidenced
by their execution of the Securities) and such other legends as may be
applicable thereto (including any legend required by Section 313 or Section 314
hereof), duly executed by the Company and authenticated by the Trustee or the
authenticating agent as provided herein, which Securities, if to be held in
global form by any Depositary, may be deposited on behalf of the holders of the
Securities represented thereby with the Trustee, as custodian for the
Depositary, and registered in the name of a nominee of the Depositary.

Any Global Security shall represent such of the outstanding
Securities as shall be specified therein and shall provide that it shall
represent the aggregate amount of outstanding Securities from time to time
endorsed thereon and that the aggregate amount of outstanding Securities
represented thereby may from time to time be increased or reduced to reflect
transfers or exchanges permitted hereby. Any endorsement of a Global Security to
reflect the amount of any increase or decrease in the amount of outstanding
Securities represented thereby shall be made by the Trustee or the Custodian, at
the direction of the Trustee, in such manner and upon instructions given by the
holder of such Securities in accordance with the Indenture. Payment of principal
of and interest and premium, if any, on any Global Security shall be made to the
holder of such Global Security.

The Securities shall have such appropriate insertions,
omissions, substitutions and other variations as are required or permitted by
this Indenture, and may have such letters, numbers or other marks of
identification and such legends or endorsements placed thereon as may be
required to comply with the rules of any securities exchange or as may,
consistently herewith, be determined by the officers executing such Securities,
as evidenced by their execution of the Securities.

The definitive Securities shall be printed, lithographed or
engraved or produced by any combination of these or other methods, all as
determined by the officers executing such Securities, as evidenced by their
execution of such Securities.

ARTICLE THREE
THE SECURITIES
SECTION 301. Title and Terms.
The aggregate principal amount of Securities which may be

authenticated and delivered under this Indenture is limited to $309,279,000
except for Securities authenticated and delivered upon registration of transfer



of, or in exchange for, or in lieu of, other Securities pursuant to Section 304,
305, 306, 906 or 1208.

The Securities' Maturity shall be December 1, 2026.

The Securities shall bear interest at the rate of 8.06% per
annum, from November 27, 1996 or from the most recent Interest Payment Date to
which interest has been
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paid or duly provided for, as the case may be, payable semi-annually (subject to
deferral as set forth herein), in arrears, on June 1 and December 1 of each
year, commencing June 1, 1997, until the principal thereof is paid or made
available for payment. Interest will compound semi-annually and will accrue at
the rate of 8.06% per annum on any interest installment in arrears for more than
one semi-annual period or during an extension of an interest payment period as
set forth below in this Section 301. In the event that any date on which
interest is payable on the Securities is not a Business Day, then a payment of
the interest payable on such date will be made on the next succeeding day which
is a Business Day (and without any interest or other payment in respect of any
such delay) .

The Company shall have the right, at any time during the term
of the Securities, from time to time, to defer payment of interest on such
Security for up to 10 consecutive semi-annual periods (an "Extension Period")
PROVIDED that no Extension Period may extend past the Maturity of the Security.
There may be multiple Extension Periods of varying lengths during the term of
the Securities. At the end of each Extension Period, if any, the Company shall
pay all interest then accrued and unpaid, together with interest thereon,
compounded semi-annually at the rate specified on this Security to the extent
permitted by applicable law. During any such Extension Period, the Company may
not, and may not permit any Subsidiary of the Company to, (i) declare or pay any
dividends or distributions on, or redeem, purchase, acquire, or make a
liquidation payment with respect to, any of the Company's capital stock or (ii)
make any payment of principal, interest or premium, if any, on or repay,
repurchase or redeem any debt securities of the Company that rank PARI PASSU
with or junior in interest to the Securities or make any guarantee payments with
respect to any guarantee by the Company of the debt securities of any Subsidiary
of the Company if such guarantee ranks PARI PASSU or junior in interest to the
Securities (other than (a) dividends or distributions in common stock of the
Company, (b) payments under the Guarantee, (c) any declaration of a dividend in
connection with the implementation of a stockholders' rights plan, or the
issuance of stock under any such plan in the future, or the redemption or
repurchase of any such rights pursuant thereto, and (d) purchases of common
stock related to the issuance of common stock or rights under any of the
Company's benefit plans). Prior to the termination of any such Extension Period,
the Company may further extend the interest payment period, PROVIDED that no
Extension Period may exceed 10 consecutive semi-annual periods or extend beyond
the Stated Maturity of the Securities. Upon the termination of any such
Extension Period and the payment of all amounts then due on any Interest Payment
Date, the Company may elect to begin a new Extension Period subject to the above
requirements. No interest shall be due and payable during an Extension Period,
except at the end thereof. The Company shall give the Property Trustee, the
Regular Trustees and the Debenture Trustee notice of its election of such
Extension Period at least one Business Day prior to the record date for the
related interest payment.

The Trustee shall promptly give notice of the Company's
selection of such Extension Period to the Holders of the Capital Securities.

The principal of and interest on the Securities shall be
payable at the office or agency of the Paying Agent in the United States
maintained for such purpose and at any other office or agency maintained by the
Company for such purpose in such coin or currency of the
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United States of America as at the time of payment is legal tender for payment
of public and private debts; PROVIDED, HOWEVER, that at the option of the
Company payment of interest may be made (i) by check mailed to the address of
the Person entitled thereto as such address shall appear in the Security
Register or (ii) by wire transfer in immediately available funds at such place
and to such account as may be designated by the Person entitled thereto as
specified in the Security Register.



The Securities shall be subordinated in right of payment to
Indebtedness as provided in Article Eleven.

The Securities shall be redeemable as provided in Article
Twelve.

SECTION 302. Denominations.

The Securities shall be issuable only in registered form,
without coupons, and only in denominations of $1,000 and any integral multiple
thereof.

SECTION 303. Execution, Authentication, Delivery and Dating.

The Securities shall be executed on behalf of the Company by
its Chairman of the Board, its Vice Chairman of the Board, a President or one of
its Vice Presidents, under its corporate seal reproduced thereon attested by its
Secretary or one of its Assistant Secretaries. The signature of any of these
officers on the Securities may be manual or facsimile.

Securities bearing the manual or facsimile signatures of
individuals who were at any time the proper officers of the Company shall bind
the Company, notwithstanding that such individuals or any of them have ceased to
hold such offices prior to the authentication and delivery of such Securities or
did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and
delivery of this Indenture, the Company may deliver Securities executed by the
Company to the Trustee for authentication, together with a Company Order for the
authentication and delivery of such Securities; and the Trustee in accordance
with such Company Order shall authenticate and deliver such Securities as in
this Indenture provided and not otherwise.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this
Indenture or be valid or obligatory for any purpose unless there appears on such
Security a certificate of authentication substantially in the form provided for
herein executed by the Trustee by manual signature, and such certificate upon
any Security shall be conclusive evidence, and the only evidence, that such
Security has been duly authenticated and delivered hereunder.
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SECTION 304. Temporary Securities.

Pending the preparation of definitive Securities, the Company
may execute, and upon Company Order the Trustee shall authenticate and deliver,
temporary Securities which are printed, lithographed, typewritten, mimeographed
or otherwise produced, in any authorized denomination, substantially of the
tenor of the definitive Securities in lieu of which they are issued and with
such appropriate insertions, omissions, substitutions and other variations as
the officers executing such Securities may determine, as evidenced by their
execution of such Securities.

If temporary Securities are issued, the Company will cause
definitive Securities to be prepared without unreasonable delay. After the
preparation of definitive Securities, the temporary Securities shall be
exchangeable for definitive Securities upon surrender of the temporary
Securities at any office or agency of the Company designated pursuant to Section
1002, without charge to the Holder. Upon surrender for cancellation of any one
or more temporary Securities the Company shall execute and the Trustee shall
authenticate and deliver in exchange therefor a like principal amount of
definitive Securities of authorized denominations. Until so exchanged the
temporary Securities shall in all respects be entitled to the same benefits
under this Indenture as definitive Securities.

SECTION 305. Registration; Registration of Transfer and Exchange.

The Company shall cause to be kept at the Corporate Trust
Office of the Trustee a register (the register maintained in such office and in
any other office or agency designated pursuant to Section 1002 being herein
sometimes collectively referred to as the "Security Register") in which, subject
to such reasonable regulations as it may prescribe, the Company shall provide
for the registration of Securities and of transfers of Securities. The Trustee
is hereby appointed "Security Registrar" for the purpose of registering
Securities and transfers of Securities as herein provided.



Upon surrender for registration of transfer of any Security at
an office or agency of the Company designated pursuant to Section 1002 for such
purpose, the Company shall execute, and the Trustee shall authenticate and
deliver, in the name of the designated transferee or transferees, one or more
new Securities of any authorized denominations and of a like aggregate principal
amount.

At the option of the Holder, Securities may be exchanged for
other Securities of any authorized denominations and of a like aggregate
principal amount, upon surrender of the Securities to be exchanged at such
office or agency. Whenever any Securities are so surrendered for exchange, the
Company shall execute, and the Trustee shall authenticate and deliver, the
Securities which the Holder making the exchange is entitled to receive.

All Securities issued upon any registration of transfer or
exchange of Securities shall be the valid obligations of the Company, evidencing
the same debt, and entitled to the same benefits under this Indenture, as the
Securities surrendered upon such registration of transfer or exchange.
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Every Security presented or surrendered for registration of
transfer or for exchange shall (if so required by the Company or the Trustee) be
duly endorsed, or be accompanied by a written instrument of transfer in form
satisfactory to the Company and the Security Registrar duly executed, by the
Holder thereof or his attorney duly authorized in writing.

No service charge shall be made for any registration of
transfer or exchange of Securities, but the Company may require payment of a sum
sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer or exchange of Securities, other
than exchanges pursuant to Sections 304, 906 or 1208 not involving any transfer.

If the Securities are to be redeemed in part, the Company
shall not be required (A) to issue, register the transfer of or exchange any
Securities during a period beginning at the opening of business 15 days before
the day of the mailing of a notice of redemption of any such Securities selected
for redemption under Section 1204 and ending at the close of business on the day
of such mailing, or (B) to register the transfer of or exchange any Security so
selected for redemption in whole or in part, except the unredeemed portion of
any Security being redeemed in part.

So long as the Securities are eligible for book-entry
settlement with the Depositary, or unless otherwise required by law, all
Securities to be traded on the PORTAL Market shall be represented by the
Restricted Global Security registered in the name of the Depositary or the
nominee of the Depositary.

The transfer and exchange of beneficial interests in any
Global Security, which does not involve the issuance of a definitive Security or
the transfer of interests to another Global Security, shall be effected through
the Depositary (but not the Trustee or the Custodian) in accordance with this
Indenture (including the restrictions on transfer set forth herein) and the
procedures of the Depositary therefor. Neither the Trustee nor the Custodian (in
such respective capacities) will have any responsibility for the transfer and
exchange of beneficial interests in such Global Security that does not involve
the issuance of a definitive Security or the transfer of interests to another
Global Security.

SECTION 306. Mutilated, Destroyed, Lost and Stolen Securities.

If any mutilated Security is surrendered to the Trustee, the
Company shall execute and the Trustee shall authenticate and deliver in exchange
therefor a new Security of like tenor and principal amount and bearing a number
not contemporaneously outstanding.

If there shall be delivered to the Company and the Trustee (i)
evidence to their satisfaction of the destruction, loss or theft of any Security
and (ii) such security or indemnity as nay be required by them to save each of
them and any agent of either of them harmless, then, in the absence of notice to
the Company or the Trustee that such Security has been acquired by a bona fide
purchaser, the Company shall execute and the Trustee shall
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authenticate and deliver, in lieu of any such destroyed, lost or stolen
Security, a new Security of like tenor and principal amount and bearing a number
not contemporaneously outstanding.

In case any such mutilated, destroyed, lost or stolen Security
has become or is about to become due and payable, the Company in its discretion
may, instead of issuing a new Security, pay such Security.

Upon the issuance of any new Security under this Section, the
Company may require the payment of a sum sufficient to cover any tax or other
governmental charge that may be imposed in relation thereto and any other
expenses (including the fees and expenses of the Trustee) connected therewith.

Every new Security issued pursuant to this Section in lieu of
any destroyed, lost or stolen Security shall constitute an original additional
contractual obligation of the Company, whether or not the destroyed, lost or
stolen Security shall be at any time enforceable by anyone, and shall be
entitled to all the benefits of this Indenture equally and proportionately with
any and all other Securities duly issued hereunder.

The provisions of this Section are exclusive and shall
preclude (to the extent lawful) all other rights and remedies with respect to
the replacement or payment of mutilated, destroyed, lost or stolen Securities.

SECTION 307. Payment of Interest; Interest Rights Preserved.

Interest on any Security which is payable, and is punctually
paid or duly provided for, on any Interest Payment Date shall be paid to the
Person in whose name that Security (or one or more Predecessor Securities) is
registered at the close of business on the Regular Record Date for such
interest.

Any interest on any Security which is payable, but is not
punctually paid or duly provided for, on any Interest Payment Date (herein
called "Defaulted Interest") shall forthwith cease to be payable to the Holder
on the relevant Regular Record Date by virtue of having been such Holder, and
such Defaulted Interest may be paid by the Company, at its election in each
case, as provided in clause (1) or (2) below:

(1) The Company may elect to make payment of any Defaulted
Interest to the Persons in whose names the Securities (or their respective
Predecessor Securities) are registered at the close of business on a Special
Record Date for the payment of such Defaulted Interest, which shall be fixed in
the following manner. The Company shall notify the Trustee in writing of the
amount of Defaulted Interest proposed to be paid on each Security and the date
of the proposed payment, and at the same time the Company shall deposit with the
Trustee an amount of money equal to the aggregate amount proposed to be paid in
respect of such Defaulted Interest or shall make arrangements satisfactory to
the Trustee for such deposit prior to the date of the proposed payment, such
money when deposited to be held in trust for the benefit of the Persons entitled
to such Defaulted Interest as in this clause provided. Thereupon the Trustee
shall fix a Special Record Date for the
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payment of such Defaulted Interest which shall be not more than 15 days and not
less than 10 days prior to the date of the proposed payment and not less than 10
days after the receipt by the Trustee of the notice of the proposed payment. The
Trustee shall promptly notify the Company of such Special Record Date and, in
the name and at the expense of the Company, shall cause notice of the proposed
payment of such Defaulted Interest and the Special Record Date therefor to be
mailed, first-class postage prepaid, to each Holder at his address as it appears
in the Security Register, not less than 10 days prior to such Special Record
Date. Notice of the proposed payment of such Defaulted Interest and the Special
Record Date therefor having been so mailed, such Defaulted Interest shall be
paid to the Persons in whose names the Securities (or their respective
Predecessor Securities) are registered at the close of business on such Special
Record Date and shall no longer be payable pursuant to the following clause (2).

(2) The Company may make payment of any Defaulted Interest in
any other lawful manner not inconsistent with the requirements of any securities
exchange on which the Securities may be listed, and if so listed, upon such
notice as may be required by such exchange, if, after notice given by the
Company to the Trustee of the proposed payment pursuant to this clause, such
manner of payment shall be deemed practicable by the Trustee. Subject to the
foregoing provisions of this Section, each Security delivered under this
Indenture upon registration of transfer of or in exchange for or in lieu of any
other Security shall carry the rights to interest accrued and unpaid, and to
accrue which, which were carried by such other Security.



SECTION 308. Persons Deemed Owners.

Prior to due presentment of a Security for registration of
transfer, the Company, the Trustee and any agent of the Company or the Trustee
shall treat the Person in whose name such Security is registered as the owner of
such Security for the purpose of receiving payment of principal of and (subject
to Section 307) interest on such Security and for all other purposes whatsoever,
whether or not such Security be overdue, and neither the Company, the Trustee
nor any agent of the Company or the Trustee shall be affected by notice to the
contrary.

SECTION 309. Cancellation.

All Securities surrendered for payment, redemption,
registration of transfer or exchange shall, if surrendered to any Person other
than the Trustee, be delivered to the Trustee and shall be promptly cancelled by
it. The Company may at any time deliver to the Trustee for cancellation any
Securities previously authenticated and delivered hereunder which the Company
may have acquired in any manner whatsoever, and all Securities so delivered
shall be promptly cancelled by the Trustee. No Securities shall be authenticated
in lieu of or in exchange for any Securities cancelled as provided in this
Section, except as expressly permitted by this Indenture. All cancelled
Securities held by the Trustee shall be disposed of as directed by a Company
Order.
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SECTION 310. Computation of Interest.

Interest on the Securities shall be computed on the basis of a
360-day year of twelve 30-day months. The amount of interest payable for any
period shorter than a full semi-annual period for which interest is computed
will be computed on the basis of actual number of days elapsed in such 180-day
semi-annual period.

SECTION 311. Right of Set-off.

Notwithstanding anything to the contrary in the Indenture, the
Company shall have the right to set-off any payment it is otherwise required to
make thereunder to the extent the Company has theretofore made, or is
concurrently on the date of such payment making, a related payment under the
Guarantee.

SECTION 312. CUSIP Numbers.

The Company in issuing the Securities may use "CUSIP" numbers
(if then generally in use), and, if so, the Trustee shall use "CUSIP" numbers in
notices of redemption as a convenience to Holders; PROVIDED that any such notice
may state that no representation is made as to the correctness of such numbers
either as printed on the Securities or as contained in any notice of a
redemption and that reliance may be placed only on the other identification
numbers printed on the Securities, and any such redemption shall not be affected
by any defect in or omission of such numbers.

SECTION 313. Global Securities.

If the Securities are distributed to the holders of Capital
Securities, Securities distributed in respect of Capital Securities that are
held in global form by a Depositary will initially be issued as a Global
Security, unless such transfer cannot be effected through book-entry settlement.
If the Company shall establish that the Securities are to be issued in the form
of one or more Global Securities, then the Company shall execute and the Trustee
shall, in accordance with Section 303 and the Company Order, authenticate and
deliver one or more Global Securities that (i) shall represent and shall be
denominated in an amount equal to the aggregate principal amount of all of the
Securities to be issued in the form of Global Securities and not yet cancelled,
(ii) shall be registered in the name of the Depositary for such Global Security
or Securities or the nominee of such Depositary, and (iii) shall be delivered by
the Trustee to such Depositary or pursuant to such Depositary's instructions.
Global Securities shall bear a legend substantially to the following effect:

"This Security is a Global Security within the meaning of the
Indenture hereinafter referred to and is registered in the name of a Depositary
or a nominee of a Depositary. Notwithstanding the provisions of Section 305,
unless and until it is exchanged in whole or in part for Securities in
definitive registered form, a Global Security representing all or a part of the
Securities may not be transferred in the manner provided in Section 305 except
as a whole by the Depositary to a nominee of such Depositary or by a nominee of



such Depositary to such Depositary or another nominee of such Depositary or by
such
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Depositary or any such nominee to a successor Depositary or a nominee of such
successor Depositary. Every Security delivered upon registration or transfer of,
or in exchange for, or in lieu of, this Global Security shall be a Global
Security subject to the foregoing, except in the limited circumstances described
above. Unless this certificate is presented by an authorized representative of
The Depository Trust Company, a New York corporation ("DTC"), to the Company or
its agent for registration of transfer, exchange or payment, and any certificate
issued is registered in the name of Cede & Co. or in such other name as is
requested by an authorized representative of DTC (and any payment is to be made
to Cede & Co. or to such other entity as is requested by an authorized
representative of DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof, Cede & Co., has an interest herein."

Definitive Securities issued in exchange for all or a part of
a Global Security pursuant to this Section 313 shall be registered in such names
and in such authorized denominations as the Depositary, pursuant to instructions
from its direct or indirect participants or otherwise, shall instruct the
Trustee. Upon execution and authentication, the Trustee shall deliver such
definitive Securities to the persons in whose names such definitive Securities
are so registered.

At such time as all interests in Global Securities have been
redeemed, repurchased or canceled, such Global Securities shall be, upon receipt
thereof, canceled by the Trustee in accordance with standing procedures and
instructions existing between the Depositary and the Custodian. At any time
prior to such cancellation, if any interest in Global Securities is exchanged
for definitive Securities, redeemed, canceled or transferred to a transferee who
receives definitive Securities therefor or any definitive Security is exchanged
or transferred for part of Global Securities, the principal amount of such
Global Securities shall, in accordance with the standing procedures and
instructions existing between the Depositary and the Custodian, be reduced or
increased, as the case may be, and an endorsement shall be made on such Global
Securities by the Trustee or the Custodian, at the direction of the Trustee, to
reflect such reduction or increase.

The Company and the Trustee may for all purposes, including
the making of payments due on the Securities, deal with the Depositary as the
authorized representative of the Holders for the purposes of exercising the
rights of Holders hereunder. The rights of the owner of any beneficial interest
in a Global Security shall be limited to those established by law and agreements
between such owners and depository participants or Euroclear and Cedel;
PROVIDED, that no such agreement shall give any rights to any person against the
Company or the Trustee without the written consent of the parties so affected.
Multiple requests and directions from and votes of the Depositary as holder of
Securities in global form with respect to any particular matter shall not be
deemed inconsistent to the extent they do not represent an amount of Securities
in excess of those held in the name of the Depositary or its nominee.

If at any time the Depositary for any Securities represented
by one or more Global Securities notifies the Company that it is unwilling or
unable to continue as Depositary for such Securities or if at any time the
Depositary for such Securities shall no
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longer be eligible under this Section 313, the Company shall appoint a successor
Depositary with respect to such Securities. If a successor Depositary for such
Securities is not appointed by the Company within 90 days after the Company
receives such notice or becomes aware of such ineligibility, the Company's
election that such Securities be represented by one or more Global Securities
shall no longer be effective and the Company shall execute, and the Trustee,
upon receipt of a Company Order for the authentication and delivery of
definitive Securities, will authenticate and deliver Securities in definitive
registered form, in any authorized denominations, in an aggregate principal
amount equal to the principal amount of the Global Security or Securities
representing such Securities in exchange for such Global Security or Securities.

The Company may at any time and in its sole discretion
determine that the Securities issued in the form of one or more Global



Securities shall no longer be represented by a Global Security or Securities. In
such event the Company shall execute, and the Trustee, upon receipt of a Company
Order or an Officers' Certificate for the authentication and delivery of
definitive Securities, shall authenticate and deliver, Securities in definitive
registered form, in any authorized denominations, in an aggregate principal
amount equal to the principal amount of the Global Security or Securities
representing such Securities, in exchange for such Global Security or
Securities.

Notwithstanding any other provisions of this Indenture (other
than the provisions set forth in Section 314(a)), Global Securities may not be
transferred as a whole except by the Depositary to a nominee of the Depositary
or by a nominee of the Depositary to the Depositary or another nominee of the
Depositary or by the Depositary or any such nominee to a successor Depositary or
a nominee of such successor Depositary.

Interests of beneficial owners in Global Security may be
transferred or exchanged for definitive Securities and definitive Securities may
be transferred or exchange for Global Securities in accordance with rules of the
Depositary and the provisions of Section 315.

Any Security in global form may be endorsed with or have
incorporated in the text thereof such legends or recitals or changes not
inconsistent with the provisions of this Indenture as may be required by the
Custodian, the Depositary or by the National Association of Securities Dealers,
Inc. in order for the Securities to be tradeable on the PORTAL Market or as may
be required for the Securities to be tradeable on any other market developed for
trading of securities pursuant to Rule 144A or required to comply with any
applicable law or any regulation thereunder or with Regulation S or with the
rules and regulations of any securities exchange upon which the Securities may
be listed or traded or to conform with any usage with respect thereto, or to
indicate any special limitations or restrictions to which any particular
Securities are subject.

SECTION 314. Restrictive Legend.

(a) Each Global Security and definitive Security that
constitutes a Restricted Security shall bear the following legend (the "Private
Placement Legend") on the
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face thereof until three years after the later of the date of original issue and
the last date on which the Company or any affiliate of the Company was the owner
of such Capital Securities (or any predecessor thereto) (the "Resale Restriction
Termination Date"), unless otherwise agreed by the Company and the Holder
thereof:

"THIS SECURITY (OR ITS PREDECESSOR) HAS NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR
ANY STATE SECURITIES LAWS AND NEITHER THIS SECURITY NOR ANY INTEREST OR
PARTICIPATION HEREIN MAY BE OFFERED, SOLD OR OTHERWISE TRANSFERRED IN
THE ABSENCE OF SUCH REGISTRATION OR AN APPLICABLE EXEMPTION THEREFROM.
EACH PURCHASER OF THIS SECURITY IS HEREBY NOTIFIED THAT THE SELLER MAY
BE RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF THE
SECURITIES ACT PROVIDED BY RULE 144A THEREUNDER. THE HOLDER OF THIS
SECURITY, BY ITS ACCEPTANCE HEREOF, REPRESENTS, ACKNOWLEDGES AND AGREES
FOR THE BENEFIT OF THE COMPANY THAT: (I) IT HAS ACQUIRED A "RESTRICTED"
SECURITY WHICH HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT; (II)
IT WILL NOT OFFER, SELL OR OTHERWISE TRANSFER THIS SECURITY PRIOR TO
THE LATER OF THE DATE WHICH IS THREE YEARS AFTER THE DATE OF ORIGINAL
ISSUANCE HEREOF AND THE LAST DATE ON WHICH THE COMPANY OR ANY AFFILIATE
OF THE COMPANY WAS THE OWNER OF SUCH RESTRICTED SECURITIES (OR ANY
PREDECESSOR) EXCEPT (A) TO THE COMPANY, (B) PURSUANT TO A REGISTRATION
STATEMENT WHICH HAS BEEN DECLARED EFFECTIVE UNDER THE SECURITIES ACT,
(C) FOR SO LONG AS THIS SECURITY IS ELIGIBLE FOR RESALE PURSUANT TO
RULE 144A, TO A PERSON WHO THE SELLER REASONABLY BELIEVES IS A
"QUALIFIED INSTITUTIONAL BUYER" (AS DEFINED IN RULE 144A UNDER THE
SECURITIES ACT) IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144A,
(D) OUTSIDE THE UNITED STATES IN A TRANSACTION MEETING THE REQUIREMENTS
OF RULE 904 UNDER THE SECURITIES ACT, OR (E) PURSUANT TO ANOTHER
AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT AND, IN EACH CASE, IN ACCORDANCE WITH THE APPLICABLE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY APPLICABLE
JURISDICTION; AND (III) IT WILL, AND EACH SUBSEQUENT HOLDER IS REQUIRED
TO, NOTIFY ANY PURCHASER FROM IT OF THIS SECURITY OF THE RESALE
RESTRICTIONS SET FORTH IN (II) ABOVE, ANY OFFER, SALE OR OTHER
DISPOSITION PURSUANT TO THE FOREGOING CLAUSES (II) (D) AND (E) IS
SUBJECT TO THE RIGHT OF THE ISSUER OF THIS SECURITY AND THE PROPERTY
TRUSTEE FOR SUCH SECURITIES TO REQUIRE THE DELIVERY OF AN OPINION OF



COUNSEL, CERTIFICATIONS OR OTHER INFORMATION ACCEPTABLE TO THEM IN FORM
AND SUBSTANCE."

26

Any Security (or security issued in exchange or substitution
therefor) as to which such restrictions on transfer shall have expired in
accordance with their terms may, upon satisfaction of the requirements of
Section 314 (b) and surrender of such Security for exchange to the Security
registrar in accordance with the provisions of this Section 314, be exchanged
for a new Security or Securities, of like tenor and aggregate principal amount,
which shall not bear the restrictive legend required by this Section 314 (a).

(b) Upon any sale or transfer of any Restricted Security
(including any interest in a Global Security) (i) that is effected pursuant to
an effective registration statement under the Securities Act or (ii) in
connection with which the Trustee receives certificates and other information
(including an opinion of counsel, if requested) reasonably acceptable to the
Company and the Trustee to the effect that such security will no longer be
subject to the resale restrictions under federal and state securities laws, then
(A) in the case of a Restricted Security in definitive form, the Security
registrar or co-registrar shall permit the holder thereof to exchange such
Restricted Security for a security that does not bear the legend set forth in
Section 314 (a), and shall rescind any such restrictions on transfer and (B) in
the case of Restricted Securities represented by a Global Security, such
Security shall no longer be subject to the restrictions contained in the legend
set forth in Section 314 (a) (but still subject to the other provisions hereof).
In addition, any Security (or security issued in exchange or substitution
therefor) as to which the restrictions on transfer described in the legend set
forth in Section 314 (a) have expired by their terms, may, upon surrender thereof
(in accordance with the terms of this Indenture) together with such
certifications and other information (including an opinion of counsel having
substantial experience in practice under the Securities Act and otherwise
reasonably acceptable to the Company, addressed to the Company and the Trustee
and in a form acceptable to the Company, to the effect that the transfer of such
Restricted Security has been made in compliance with Rule 144 or such successor
provision) acceptable to the Company and the Trustee as either of them may
reasonably require, be exchanged for a new Security or Securities of like tenor
and aggregate principal amount, which shall not bear the restrictive legends set
forth in Section 314 (a).

SECTION 315. Special Transfer Provisions.

At any time at the request of the beneficial holder of an
interest in a Security in global form, such beneficial holder shall be entitled
to obtain a definitive Security upon written request to the Trustee in
accordance with the standing instructions and procedures existing between the
Depositary and the Trustee for the issuance thereof. Any transfer of a
beneficial interest in a Security in global form which cannot be effected
through book-entry settlement must be effected by the delivery to the transferee
(or its nominee) of a definitive Security or Securities registered in the name
of the transferee (or its nominee) on the books maintained by the Trustee. With
respect to any such transfer, the Trustee will cause, in accordance with the
standing instructions and procedures existing between the Depositary and the
Trustee, the aggregate principal amount of the Security in global form to be
reduced and, following such reduction, the Company will execute and the Trustee
will authenticate and deliver to the transferee (or such transferee's nominee,
as the case may be), a Security or Securities in the appropriate aggregate
principal amount in the name of such transferee (or its nominee) and bearing
such restrictive legends as may be required by this Indenture. In
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connection with any such transfer, the Trustee may request such representations
and agreements relating to the restrictions on transfer of such Security or
Securities from such transferee (or such transferee's nominee) as the Trustee
may reasonably require.

So long as the Securities are eligible for book-entry
settlement, or unless otherwise required by law, upon any transfer of a
definitive Security to a QIB in accordance with Rule 144A, unless otherwise
requested by the transferor, and upon receipt of the definitive Security or
Securities being so transferred, together with a certification from the
transferor that the transferor reasonably believes the transferee is a QIB (or



other evidence satisfactory to the Trustee), the Trustee shall make an
endorsement on the Restricted Global Security to reflect an increase in the
aggregate principal amount of the Securities represented by the Restricted
Global Security, the Trustee shall cancel such definitive Security or Securities
and cause, in accordance with the standing instructions and procedures existing
between the Depositary and the Trustee, the aggregate principal amount of
Securities represented by the Restricted Global Security to be increased
accordingly.

So long as the Securities are eligible for book-entry
settlement, or unless otherwise required by law, upon any transfer of a
definitive Security in accordance with Regulation S, if requested by the
transferor, and upon receipt of the definitive Security or Securities being so
transferred, together with a certification from the transferor that the transfer
was made in accordance with Rule 903 or 904 of Regulation S or Rule 144 under
the Securities Act (or other evidence satisfactory to the Trustee), the Trustee
shall make or direct the Custodian to make, an endorsement on the Regulation S
Global Security to reflect an increase in the aggregate principal amount of the
Securities represented by the Regulation S Global Security, the Trustee shall
cancel such definitive Security or Securities and cause, or direct the Custodian
to cause, in accordance with the standing instructions and procedures existing
between the Depositary and the Custodian, the aggregate principal amount of
Securities represented by the Regulation S Global Security to be increased
accordingly.

If a holder of a beneficial interest in the Restricted Global
Security wishes at any time to exchange its interest in the Restricted Global
Security for an interest in the Regulation S Global Security, or to transfer its
interest in the Restricted Global Security to a person who wishes to take
delivery thereof in the form of an interest in the Regulation S Global Security,
such holder may, subject to the rules and procedures of the Depositary and to
the requirements set forth in the following sentence, exchange or cause the
exchange or transfer or cause the transfer of such interest for an equivalent
beneficial interest in the Regulation S Global Security. Upon receipt by the
Trustee, as transfer agent of (1) instructions given in accordance with the
Depositary's procedures from or on behalf of a holder of a beneficial interest
in the Restricted Global Security, directing the Trustee (via DWAC), as transfer
agent, to credit or cause to be credited a beneficial interest in the Regulation
S Global Security in an amount equal to the beneficial interest in the
Restricted Global Security to be exchanged or transferred, (2) a written order
given in accordance with the Depositary's procedures containing information
regarding the Euroclear or Cedel account to be credited with such increase and
the name of such account, and (3) a certificate given by the holder of such
beneficial interest stating that the exchange or transfer of such interest has
been made pursuant to and in accordance with Rule 903 or Rule 904 of Regulation
S or Rule
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144 under the Securities Act (or other evidence satisfactory to the Trustee),
the Trustee, as transfer agent, shall promptly deliver appropriate instructions
to the Depositary (via DWAC), its nominee, or the custodian for the Depositary,
as the case may be, to reduce or reflect on its records a reduction of the
Restricted Global Security by the aggregate principal amount of the beneficial
interest in such Restricted Global Security to be so exchanged or transferred
from the relevant participant, and the Trustee, as transfer agent, shall
promptly deliver appropriate instructions (via DWAC) to the Depositary, its
nominee, or the custodian for the Depositary, as the case may be, concurrently
with such reduction, to increase or reflect on its records an increase of the
principal amount of such Regulation S Global Security by the aggregate principal
amount of the beneficial interest in such Restricted Global Security to be so
exchanged or transferred, and to credit or cause to be credited to the account
of the person specified in such instructions (who may be Morgan Guaranty Trust
Company of New York, Brussels office, as operator of Euroclear or Cedel or
another agent member of Euroclear or Cedel, or both, as the case may be, acting
for and on behalf of them) a beneficial interest in such Regulation S Global
Security equal to the reduction in the principal amount of such Restricted
Global Security.

If a holder of a beneficial interest in the Regulation S
Global Security wishes at any time to exchange its interest in the Regulation S
Global Security for an interest in the Restricted Global Security, or to
transfer its interest in the Regulation S Global Security to a person who wishes
to take delivery thereof in the form of an interest in the Restricted Global
Security, such holder may, subject to the rules and procedures of Euroclear or
Cedel and the Depositary, as the case may be, and to the requirements set forth
in the following sentence, exchange or cause the exchange or transfer or cause
the transfer of such interest for an equivalent beneficial interest in such
Restricted Global Security. Upon receipt by the Trustee, as transfer agent of
(1) instructions given in accordance with the procedures of Euroclear or Cedel



and the Depositary, as the case may be, from or on behalf of a beneficial owner
of an interest in the Regulation S Global Security directing the Trustee, as
transfer agent, to credit or cause to be credited a beneficial interest in the
Restricted Global Security in an amount equal to the beneficial interest in the
Regulation S Global Security to be exchanged or transferred, (2) a written order
given in accordance with the procedures of Euroclear or Cedel and the
Depositary, as the case may be, containing information regarding the account
with the Depositary to be credited with such increase and the name of such
account, and (3) prior to the expiration of the Restricted Period, a certificate
given by the holder of such beneficial interest and stating that the person
transferring such interest in such Regulation S Global Security reasonably
believes that the person acquiring such interest in the Restricted Global
Security is a QIB and is obtaining such beneficial interest in a transaction
meeting the requirements of Rule 144A and any applicable securities laws of any
state of the United States or any other jurisdiction (or other evidence
satisfactory to the Trustee), the Trustee, as transfer agent, shall promptly
deliver (via DWAC) appropriate instructions to the Depositary, its nominee, or
the custodian for the Depositary, as the case may be, to reduce or reflect on
its records a reduction of the Regulation S Global Security by the aggregate
principal amount of the beneficial interest in such Regulation S Global Security
to be exchanged or transferred, and the Trustee, as transfer agent, shall
promptly deliver (via DWAC) appropriate instructions to the Depositary, its
nominee, or the custodian for the Depositary, as the case may be, concurrently
with such reduction, to increase or reflect on its records an increase of the
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principal amount of the Restricted Global Security by the aggregate principal
amount of the beneficial interest in the Regulation S Global Security to be so
exchanged or transferred, and to credit or cause to be credited to the account
of the person specified in such instructions a beneficial interest in the
Restricted Global Security equal to the reduction in the principal amount of the
Regulation S Global Security. After the expiration of the Restricted Period (as
defined below), the certification requirement set forth in clause (3) of the
second sentence of the above paragraph will no longer apply to such exchanges
and transfers.

Any beneficial interest in one of the Global Securities that
is transferred to a person who takes delivery in the form of an interest in the
other Global Security will, upon transfer, cease to be an interest in such
Global Security and become an interest in the other Global Security and,
accordingly, will thereafter be subject to all transfer restrictions and other
procedures applicable to beneficial interests in such other Global Security for
as long as it remains such an interest.

Prior to or on the 40th day after the later of the
commencement of the offering of the Capital Securities and the Closing Date (the
"Restricted Period"), beneficial interests in a Regulation S Global Security may
only be held through Morgan Guaranty Trust Company of New York, Brussels office,
as operator of Euroclear or Cedel or another agent member of Euroclear and Cedel
acting for and on behalf of them, unless delivery is made through the Restricted
Global Security in accordance with the certification requirements hereof. During
the Restricted Period, interests in the Regulation S Global Security, if any,
may be exchanged for interests in the Restricted Global Security or for
definitive Securities only in accordance with the certification requirements
described above.

ARTICLE FOUR
SATISFACTION AND DISCHARGE; DEFEASANCE
SECTION 401. Satisfaction and Discharge of Indenture.

This Indenture shall cease to be of further effect (except as
to any surviving rights of registration of transfer or exchange of Securities
herein expressly provided for), and the Trustee, on written demand of and at the
expense of the Company, shall execute instruments supplied by the Company
acknowledging satisfaction and discharge of this Indenture, when (1) either (A)
all Securities theretofore authenticated and delivered (other than (i)
Securities which have been destroyed, lost or stolen and which have been
replaced or paid as provided in Section 306 and (ii) Securities for whose
payment money has theretofore been deposited in trust or segregated and held in
trust by the Company and thereafter repaid to the Company or discharged from
such trust, as provided in Section 1003) have been delivered to the Trustee for
cancellation; or (B) all such Securities not theretofore delivered to the
Trustee for cancellation (i) have become due and payable, or (ii) will become
due and payable at their Maturity within one year, or (iii) if redeemable at the
option of the Company, are to be called for redemption within one year under
arrangements satisfactory to the Trustee for the giving of notice of redemption



by the Trustee in the name, and at the expense, of the
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Company and the Company, in the case of (i), (ii) or (iii) above, has deposited
or caused to be deposited with the Trustee as funds in trust for the purpose on
amount sufficient to pay and discharge the entire indebtedness on such
Securities not theretofore delivered to the Trustee for cancellation, for
principal and interest to the date of such deposit (in the case of Securities
which have become due and payable) or to the Maturity or Redemption Date, as the
case may be; (2) the Company has paid or ceased to be paid all other sums
payable hereunder by the Company; and (3) the Company has delivered to the
Trustee an Officers' Certificate and an Opinion of Counsel, each stating that
all conditions precedent herein provided for relating to the satisfaction and
discharge of this Indenture have been complied with. Notwithstanding the
satisfaction and discharge of this Indenture, the obligations of the Company to
the Trustee under Section 607 and, if money shall have been deposited with the
Trustee pursuant to subclause (B) of clause (1) of this Section, the obligations
of the Trustee under Section 402 and the last paragraph of Section 1003 shall
survive.

SECTION 402. Legal Defeasance.

In addition to discharge of this Indenture pursuant to Section
401, in the case of any Securities with respect to which the exact amount
described in subparagraph (a) of Section 404 can be determined at the time of
making the deposit referred to in such subparagraph (a), the Company shall be
deemed to have paid and discharged the entire indebtedness on all the Securities
as provided in this Section on and after the date the conditions set forth in
Section 404 are satisfied, and the provisions of this Indenture with respect to
the Securities shall no longer be in effect (except as to (i) rights of
registration of transfer and exchange of Securities, (ii) substitution of
mutilated, defaced, destroyed, lost or stolen Securities, (iii) rights of
Holders of Securities to receive, solely from the trust fund described in
subparagraph (a) of Section 404, payments of principal thereof and interest, if
any, thereon upon the original stated due dates therefor (but not upon
acceleration), (iv) the rights, obligations, duties and immunities of the
Trustee hereunder, (v) this Section 402 and (vi) the rights of the Holders of
Securities as beneficiaries hereof with respect to the property so deposited
with the Trustee payable to all or any of them) (hereinafter called "Legal
Defeasance"), and the Trustee, at the cost and expense of the Company, shall
execute proper instruments acknowledging the same.

SECTION 403. Covenant Defeasance.

In the case of any Securities with respect to which the exact
amount described in subparagraph (a) of Section 404 can be determined at the
time of making the deposit referred to in such subparagraph (a), (i) the Company
shall be released from its obligations under any covenants specified in or
pursuant to this Indenture (except as to (i) rights of registration of transfer
and exchange of Securities, (ii) substitution of mutilated, defaced, destroyed,
lost or stolen Securities, (iii) rights of Holders of Securities to receive,
from the Company pursuant to Section 1001, payments of principal thereof and
interest, if any, thereon upon the original stated due dates therefor (but not
upon acceleration), (iv) the rights, obligations, duties and immunities of the
Trustee hereunder and (v) the rights of the Holders of Securities as
beneficiaries hereof with respect to the property so deposited with the Trustee
payable to all or any of them), and (ii) the occurrence of any event specified
in Section
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501 (3) (with respect to any of the covenants specified in or pursuant to this
Indenture) shall be deemed not to be or result in an Event of Default, in each
case with respect to the Outstanding Securities as provided in this Section on
and after the date the conditions set forth in Section 404 are satisfied
(hereinafter called "Covenant Defeasance"), and the Trustee, at the cost and
expense of the Company, shall execute proper instruments acknowledging the same.
For this purpose, such Covenant Defeasance means that the Company may omit to
comply with and shall have no liability in respect of any term, condition or
limitation set forth in any such covenant (to the extent so specified in the
case of Section 501(3)), whether directly or indirectly by reason of any
reference elsewhere herein to any such covenant or by reason of any reference in
any such covenant to any other provision herein or in any other document, but
the remainder of this Indenture and the Securities shall be unaffected thereby.



SECTION 404. Conditions to Legal Defeasance or Covenant Defeasance.

The following shall be the conditions to application of either
Section 402 or 403 to the Outstanding Securities:

(a) with reference to Section 402 or 403, the Company has
irrevocably deposited or caused to be irrevocably deposited with the Trustee as
funds in trust, specifically pledged as security for, and dedicated solely to,
the benefit of the Holders of Securities (i) cash in an amount, (ii) direct
obligations of the United States of America, backed by its full faith and credit
("U.S. Government Obligations"), maturing as to principal and interest, if any,
at such times and in such amounts as will ensure the availability of cash, (iii)
obligations of a Person controlled or supervised by and acting as an agency or
instrumentality of the United States of America the timely payment of which is
unconditionally guaranteed as a full faith and credit obligation by the United
States of America, or (iv) a combination thereof, in each case sufficient, in
the opinion of a nationally recognized firm of independent public accountants
expressed in a written certification thereof delivered to the Trustee, to pay
and discharge the principal of and interest, if any, on all Securities on each
date that such principal or interest, if any, is due and payable;

(b) in the case of Legal Defeasance under Section 402, the
Company has delivered to the Trustee an Opinion of Counsel based on the fact
that (x) the Company has received from, or there has been published by, the
Internal Revenue Service a ruling or (y), since the date hereof, there has been
a change in the applicable United States federal income tax law, in either case
to the effect that, and such opinion shall confirm that, the Holders of the
Securities of such series will not recognize income, gain or loss for federal
income tax purposes as a result of such deposit and Legal Defeasance and will be
subject to federal income tax on the same amount and in the same manner and at
the same times as would have been the case if such deposit and Legal Defeasance
had not occurred;

(c) in the case of Covenant Defeasance under Section 403, the
Company has delivered to the Trustee an Opinion of Counsel to the effect that,
and such opinion shall confirm that, the Holders of the Securities will not
recognize income, gain or loss for federal income tax purposes as a result of
such deposit and Covenant Defeasance and will be subject
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to federal income tax on the same amount in the same manner and at the same
times as would have been the case if such deposit and Covenant Defeasance had
not occurred;

(d) such Legal Defeasance or Covenant Defeasance will not
result in a breach or violation of, or constitute a default under, any agreement
or instrument to which the Company is a party or by which it is bound; and

(e) the Company shall have delivered to the Trustee an
Officers' Certificate and an Opinion of Counsel, each stating that all
conditions precedent contemplated by this provision have been complied with.

SECTION 405. Application of Trust Money.

Subject to the provisions of the last paragraph of Section
1003, all money and U.S. Government Obligations deposited with the Trustee
pursuant to Section 401 shall be held in trust and such money and all money from
such U.S. Government Obligations shall be applied by it, in accordance with the
provisions of the Securities and this Indenture, to the payment, either directly
or through any Paying Agent (including the Company acting as its own Paying
Agent) as the Trustee may determine, to the Persons entitled thereto, of the
principal and interest for whose payment such money and U.S. Government
Obligations has been deposited with the Trustee.

SECTION 406. Indemnity for U.S. Government Obligations.

The Company shall pay and indemnify the Trustee against any
tax, fee or other charge imposed on or assessed against the U.S. Government
Obligations deposited pursuant to Section 404 or the principal or interest
received in respect of such obligations other than any such tax, fee or other
charge that by law is for the account of the Holders of Outstanding Securities.

ARTICLE FIVE

REMEDIES

SECTION 501. Events of Default.



"Event of Default" wherever used herein, means any one of the
following events that has occurred and is continuing (whatever the reason for
such Event of Default and whether it shall be occasioned by the provisions of
Article Eleven or be voluntary or involuntary or be effected by operation of law
or pursuant to any judgment, decree or order of any court or any order, rule or
regulation of any administrative or governmental body) :

(1) failure for 30 days to pay any interest on the Securities
when due (subject to the deferral of any due date in the case of an Extension
Period); or
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(2) failure to pay any principal on the Securities when due,
whether at Maturity, upon redemption, by declaration of acceleration or
otherwise;

(3) failure to observe or perform in any material respect any
other covenant herein that continues 90 days after written notice to the Company
from the Trustee or the holders of at least 25% in principal amount of the
outstanding Securities; or

(4) entry by a court having jurisdiction in the premises of
(A) a decree or order for relief in respect of the Company in an involuntary
case or proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or (B) a decree or order adjudging the
Company a bankrupt or insolvent, or approving as properly filed a petition
seeking reorganization, arrangement, adjustment or composition of or in respect
of the Company under any applicable Federal or State law, at appointing a
custodian, receiver, liquidator, assignee, trustee, sequestrator or other
similar official of the Company or of substantially all of the property of the
Company, or ordering the winding up or liquidation of its affairs, and the
continuance of any such decree or order for relief or any such other decree or
order unstayed and in effect for a period of 90 consecutive days; or

(5) (A) the commencement by the Company of a voluntary case or
proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or of any other case or proceeding to be
adjudicated a bankrupt or insolvent, or (B) the consent by the Company or to the
entry of a decree or order for relief in respect of itself in an involuntary
case or proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or to the commencement of any bankruptcy or
insolvency case or proceeding against the Company, or (C) the filing by the
Company of a petition or answer or consent seeking reorganization or relief
under any applicable Federal or State law, or (D) the consent by the Company to
the filing of such petition or to the appointment of or taking possession by a
custodian, receiver, liquidator, assignee, trustee, sequestrator or other
similar official of the Company or of all or substantially all of the property
of the Company, or (E) the making by the Company of an assignment for the
benefit of creditors.

SECTION 502. Acceleration of Maturity; Rescission and Annulment.

If an Event of Default occurs and is continuing, then and in
every such case the Trustee or the Holders of not less than 25% in principal
amount of the Outstanding Securities shall have the right to declare the
principal of and the interest on all the Securities and any other amounts
payable hereunder to be due and payable immediately, PROVIDED, HOWEVER, that if
upon an Event of Default, the Trustee or the Holders of at least 25% in
aggregate principal amount of the outstanding Securities fail to declare the
payment of all amounts on the Securities to be immediately due and payable, the
holders of at least 25% in aggregate liquidation preference of Capital
Securities then outstanding shall have such right, by a notice in writing to the
Company (and to the Trustee if given by Holders or the holders of Capital
Securities) and upon any such declaration such principal and all accrued
interest shall become immediately due and payable.
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At any time after such a declaration of acceleration has been
made and before a judgment or decree for payment of the money due has been
obtained by the Trustee as hereinafter provided in this Article, the Holders of



a majority in principal amount of the Outstanding Securities, by written notice
to the Company and the Trustee, may rescind and annul such declaration and its
consequences if (1) the Company has paid or deposited with the Trustee a sum
sufficient to pay (A) all overdue interest on all Securities, (B) the principal
of (and premium, if any, on) any Securities which have become due otherwise than
by such declaration of acceleration and interest thereon at the rate borne by
the Securities, (C) to the extent that payment of such interest is lawful,
interest upon overdue interest at the rate borne by the Securities, and (D) all
sums paid or advanced by the Trustee hereunder and the reasonable compensation,
expenses, disbursements and advances of the Trustee, its agents and counsel; and
(2) all Events of Default, other than the non-payment of the principal of
Securities which have become due solely by such declaration of acceleration,
have been cured or waived as provided in Section 513. Should the Holders of such
Securities fail to annul such declaration and waive such default, the holders of
a majority in aggregate liquidation amount of the Capital Securities shall have
such right. No such rescission shall affect any subsequent default or impair any
right consequent thereon.

SECTION 503. Collection of Indebtedness and Suits for Enforcement by Trustee
The Company covenants that if

(1) default is made in the payment of any interest on any
Security when such interest becomes due and payable and such default continues
for a period of 30 days, or

(2) default is made in the payment of the principal of any
Security at the Maturity thereof,

the Company will, upon demand of the Trustee, pay to it, for the benefit of the
Holders of such Securities, the whole amount then due and payable on such
Securities for principal and interest, and, to the extent that payment thereof
shall be legally enforceable, interest on any overdue principal and on any
overdue interest, at the rate borne by the Securities, and, in addition thereto,
such further amount as shall be sufficient to cover the costs and expenses of
collection, including the reasonable compensation, expenses, disbursements and
advances of the Trustee, its agents and counsel.

If an Event of Default occurs and is continuing, the Trustee
may in its discretion proceed to protect and enforce its rights and the rights
of the Holders by such appropriate judicial proceedings as the Trustee shall
deem most effectual to protect and enforce any such rights, whether for the
specific enforcement of any covenant or agreement in this Indenture or in aid of
the exercise of any power granted herein, or to enforce any other proper remedy.
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SECTION 504. Trustee may File Proofs of Claim.

In case of any receivership, insolvency, liquidation,
bankruptcy, reorganization, arrangement, adjustment, composition or other
similar judicial proceeding relative to the Company (or any other obligor upon
the Securities), its property or its creditors, the Trustee shall be entitled
and empowered, by intervention in such proceeding or otherwise, to take any and
all actions authorized under the Trust Indenture Act in order to have claims of
the Holders and the Trustee allowed in any such proceeding. In particular, the
Trustee shall be authorized to collect and receive any moneys or other property
payable or deliverable on any such claims and to distribute the same; and any
custodian, receiver, assignee, trustee, liquidator, sequestrator or other
similar official in any such judicial proceeding is hereby authorized by each
Holder to make such payments to the Trustee and, in the event that the Trustee
shall consent to the making of such payments directly to the Holders, to pay to
the Trustee any amount due it for the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel, and any other
amounts due the Trustee under Section 607. No provision of this Indenture shall
be deemed to authorize the Trustee to authorize or consent to or accept or adopt
on behalf of any Holder any plan of reorganizations, arrangement, adjustment or
composition affecting the Securities or the rights of any Holder thereof or to
authorize the Trustee to vote in respect of the claim of any Holder in any such
proceeding.

SECTION 505. Trustee may Enforce Claims Without Possession of Securities.

All rights of action and claims under this Indenture or the
Securities may be prosecuted and enforced by the Trust without the possession of
any of the Securities or the production thereof in any proceeding relating
thereto, and any such proceeding instituted by the Trustee shall be brought in
its own name as trustee of any express trust, and any recovery of judgment
shall, after provision for the payment of the reasonable compensation, expenses,



disbursements and advances of the Trustee, its agents and counsel, be for the
ratable benefit of the Holders of the Securities in respect of which such
judgment has been recovered.

SECTION 506. Application of Money Collected.

Subject to Article Eleven, any money collected by the Trustee
pursuant to this Article shall be applied in the following order, at the date or
dates fixed by the Trustee and, in case of the distribution of such money on
account of principal, upon presentation of the Securities and the notation
thereon of the payment, if only partially paid, and upon surrender thereof, if
fully paid;

FIRST: To the payment of all amounts due the Trustee under
Section 607; and

SECOND: To the payment of the amounts then due and unpaid for
principal of and interest on the Securities in respect of which or for the
benefit of which such money has been collected, ratably, without preference or
priority of any kind, according to the amounts due and payable as such
Securities for principal and interest, respectively.
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SECTION 507. Limitation on Suits.

No Holder of any Security shall have any right to institute
any proceeding, judicial or otherwise, with respect to this Indenture, or for
the appointment of a receiver or trustee, or for any other remedy hereunder,
unless

(1) such Holder has previously given written notice to the
Trustee of a continuing Event of Default;

(2) the Holders of not less than 25% in principal amount of
the Outstanding Securities shall have made written request to the Trustee to
institute proceedings in respect of such Event of Default in its own name as
Trustee hereunder;

(3) such Holder or Holders have offered to the Trustee
reasonable indemnity against the costs, expenses and liabilities to be incurred
in compliance with such request;

(4) the Trustee for 60 days after its receipt of such notice,
request and offer of indemnity has failed to institute any such proceeding; and

(5) no direction inconsistent with such written request has
been given to the Trustee during such 60-day period by the Holders of a majority
in principal amount of the Outstanding Securities; it being understood and
intended that no one or more Holders shall have any right in any manner whatever
by virtue of, or by availing of, any provision of this Indenture to affect,
disturb or prejudice the rights of any other Holders, or to obtain or to seek to
obtain priority or preference over any other Holders or to enforce any right
under this Indenture, except in the manner herein provided and for the equal and
ratable benefit of all the Holders.

SECTION 508. Unconditional Right of Holders to Receive Principal and Interest;
Capital Security Holders' Rights.

Notwithstanding any other provision in this Indenture, the
Holder of any Security shall have the right, which is absolute and
unconditional, to receive payment of the principal of and (subject to Section
307) interest on such Security on the Stated Maturity expressed in such Security
(or, in the case of redemption, on the Redemption Date) and to institute suit
for the enforcement of any such payment, and such rights shall not be impaired
without the consent of such Holder.

If an Event of Default constituting the failure to pay
interest or principal on the Securities on the date such interest or principal
is otherwise payable has occurred and is continuing, then a holder of Capital
Securities may directly institute a proceeding (a "Direct Action") for
enforcement of payment to such holder directly of the principal of or interest
on the Securities having a principal amount equal to the aggregate liquidation
amount of the Capital Securities as such holder on or after the respective due
date specified in the Securities. The Company may not amend this Section without
the prior written consent of the
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holders of all of the Capital Securities. Notwithstanding any payment made to
such holder of Capital Securities by the Company in connection with such a
Direct Action, the Company shall remain obligated to pay the principal of or
interest on the Securities held by the Trust or the Property Trustee and the
Company shall be subrogated to the rights of the holder of such Capital
Securities with respect to payments on the Capital Securities to the extent of
any payments made by the Company to such holder in any Direct Action. The
holders of Capital Securities will not be able to exercise directly any other
remedy available to the Holders of the Securities.

SECTION 509. Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to
enforce any right or remedy under this Indenture and such proceeding has been
discontinued or abandoned for any reason, or has been determined adversely to
the Trustee or to such Holder, then and in every such case, subject to any
determination in such proceeding, the Company, the Trustee and the Holders shall
be restored severally and respectively to their former positions hereunder and
thereafter all rights and remedies of the Trustee and the Holders shall continue
as though no such proceeding had been instituted.

SECTION 510. Rights and Remedies Cumulative.

Except as otherwise provided with respect to the replacement
or payment of mutilated, destroyed, lost or stolen Securities in the last
paragraph of Section 306, no right or remedy herein conferred upon or reserved
to the Trustee or to the Holders is intended to be exclusive of any other right
or remedy, and every right and remedy shall, to the extent permitted by law, be
cumulative and in addition to every other right and remedy given hereunder or
now or hereafter existing at law or in equity or otherwise. The assertion or
employment of any right or remedy hereunder, or otherwise, shall not prevent the
concurrent assertion or employment of any other appropriate right or remedy.

SECTION 511. Delay or Omission not Waiver.

No delay or omission of the Trustee or of any Holder of any
Security to exercise any right or remedy accruing upon any Event of Default
shall impair any such right or remedy or constitute a waiver of any such Event
of Default or an acquiescence therein. Every right and remedy given by this
Article or by law to the Trustee or to the Holders may be exercised from time to
time, and as often as may be deemed expedient, by the Trustee or by the Holders,
as the case may be.

SECTION 512. Control by Holders.

The Holders of a majority in principal amount of the
Outstanding Securities shall have the right to direct the time, method and place
of conducting any proceeding for any remedy available to the Trustee or
exercising any trust or power conferred on the Trustee, provided that
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(1) such direction shall not be in conflict with any rule of
law or with this Indenture; and

(2) the Trustee may take any other action deemed proper by the
Trustee which is not inconsistent with such direction.

SECTION 513. Waiver of Past Defaults.

Subject to Sections 902 and 1008 hereof, the Holders of not
less than a majority in principal amount of the Outstanding Securities may on
behalf of the Holders of all the Securities waive any past default hereunder and
its consequences, except a default

(1) in the payment of the principal of or interest on any
Security (unless such default has been cured and a sum sufficient to pay all
matured installments of interest and principal due otherwise than by
acceleration has been deposited with the Trustee); or

(2) in respect of a covenant or provision hereof which under
Article Nine cannot be modified or amended without the consent of the Holder of
each Outstanding Security affected;



PROVIDED, HOWEVER, that such waiver or modification to such waiver shall not be
effective until the holders of a majority in liquidation preference of Capital

Securities shall have consented to such waiver or modification to such waiver;

PROVIDED FURTHER, that if the consent of the Holder of each of the Outstanding

Securities is required, such waiver shall not be effective until each holder of
the Capital Securities shall have consented to such waiver.

Upon any such waiver, such default shall cease to exist,
effective as of the date specified in such waiver (and effective retroactively
to the date of default, if so specified) and any Event of Default arising
therefrom shall be deemed to have been cured, for every purpose of this
Indenture; but no such waiver shall extend to any subsequent or other default or
impair any right consequent thereon.

SECTION 514. Undertaking for Costs.

In any suit for the enforcement of any right or remedy under
this Indenture, or in any suit against the Trustee for any action taken,
suffered or omitted by it as Trustee, a court may require any party litigant in
such suit to file an undertaking to pay the costs of such suit, and any assess
costs against any such party litigant, in the manner and to the extent provided
in the Trust Indenture Act; PROVIDED, that neither this Section nor the Trust
Indenture Act shall be deemed to authorize any court to require such an
undertaking or to make such an assessment in any suit instituted by the Company
or the Trustee or in any suit for the enforcement of the right to receive the
principal of and interest on any Security.
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SECTION 515. Waiver of Stay or Extension Laws.

The Company covenants (to the extent that it may lawfully do
so) that it will not at any time insist upon, or plead, or in any manner
whatsoever claim or take the benefit or advantage of, any stay or extension law
wherever enacted, now or at any time hereafter in force, which may affect the
covenants or the performance of this Indenture; and the Company (to the extent
that it may lawfully do so) hereby expressly waives all benefit or advantage of
any such law and covenants that it will not hinder, delay or impede the
execution of any power herein granted to the Trustee, but will suffer and permit
the execution of every such power as though no such law had been enacted.

ARTICLE SIX
TRUSTEE
SECTION 601. Certain Duties and Responsibilities.

The duties and responsibilities of the Trustee shall be as
provided by the Trust Indenture Act. Notwithstanding the foregoing, no provision
of this Indenture shall require the Trustee to expend or risk its own funds or
otherwise incur any financial liability in the performance of any of its duties
hereunder, or in the exercise of any of its rights or powers, if it shall have
reasonable grounds for believing that repayment of such funds or adequate
indemnity against such risk or liability is not reasonably assured to it.
Whether or not therein expressly so provided, every provision of this Indenture
relating to the conduct or affecting the liability of or affording protection to
the Trustee shall be subject to the provisions of this Section.

SECTION 602. Notice of Defaults.

The Trustee shall give the Holders notice of any default
hereunder as and to the extent provided by the Trust Indenture Act; PROVIDED,
HOWEVER, that except in the case of a default in the payment of the principal of
or interest on any Security, the Trustee shall be protected in withholding such
notice if and so long as the board of directors, the executive committee or a
trust committee of directors and/or Responsible Officers of the Trustee in good
faith determine that the withholding of such notice is in the interests of the
Holders of Securities; PROVIDED, FURTHER, that in the case of any default of the
character specified in Section 501(3), no such notice to Holders shall be given
until at least 30 days after the occurrence thereof. For the purpose of this
Section, the term "default" means any event which is, or after notice or lapse
of time or both would become, an Event of Default. For purposes of this Section,
the Trustee shall not be deemed to have knowledge of a default unless the
Trustee has actual knowledge of such default or has received written notice of
such default in the manner contemplated by Section 105.
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SECTION 603. Certain Rights of Trustee.
Subject to the provisions of Section 601:

(a) the Trustee may rely and shall be protected in acting or
refraining from acting upon any resolution, certificate, statement, instrument,
opinion, report, notice, request, direction, consent, order, bond, debenture,
note, other evidence of indebtedness or other paper or document believed by it
to be genuine and to have been signed or presented by the proper party or
parties;

(b) any request or direction of the Company mentioned herein
shall be sufficiently evidenced by a Company Request or Company Order and any
resolution of the Board of Directors may be sufficiently evidenced by a Board
Resolution;

(c) whenever in the administration of this Indenture the
Trustee shall deem it desirable that a matter be proved or established prior to
taking, suffering or omitting any action hereunder, the Trustee (unless other
evidence be herein specifically prescribed) may, in the absence of bad faith on
its part, rely upon an Officers' Certificate;

(d) the Trustee may consult with counsel of its choice and the
written advice of such counsel or any Opinion of Counsel shall be full and
complete authorization and protection in respect of any action taken, suffered
or omitted by it hereunder in good faith and in reliance thereon;

(e) the Trustee shall be under no obligation to exercise any
of the rights or powers vested in it by this Indenture at the request or
direction of any of the Holders pursuant to this Indenture, unless such Holders
shall have offered to the Trustee reasonable security or indemnity against the
costs, expenses and liabilities which might be incurred by it in compliance with
such request or direction;

(f) the Trustee shall not be bound to make any investigation
into the facts or matters stated in any resolution, certificate, statement,
instrument, opinion, report, notice, request, direction, consent, order, bond,
debenture, note, other evidence of indebtedness or other paper or document, but
the Trustee, in its discretion, may make such further inquiry or investigation
into such facts or matters as it may see fit, and, if the Trustee shall
determine to make such further inquiry or investigation, it shall be entitled to
examine the books, records and premises of the Company, personally or by agent
or attorney; and

(g) the Trustee may execute any of the trusts or powers
hereunder or perform any duties hereunder either directly or by or through
agents or attorneys and the Trustee shall not be responsible for any misconduct
or negligence on the part of any agent or attorney appointed with due care by it
hereunder.
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SECTION 604. Not Responsible for Recitals or Issuance of Securities.

The recitals contained herein and in the Securities, except
the Trustee's certificates of authentication, shall be taken as the statements
of the Company, and the Trustee assumes no responsibility for their correctness.
The Trustee makes no representations as to the validity or sufficiency of this
Indenture or of the Securities, the Trustee shall not be accountable for the use
or application by the Company of Securities or the proceeds thereof.

SECTION 605. Trustee and Other Agents may Hold Securities.

The Trustee, any Paying Agent, any Security Registrar, or any
other agent of the Company, in its individual or any other capacity, may become
the owner or pledge of Securities and, subject to Sections 608 and 613, may
otherwise deal with the Company with the same rights it would have if it were
not Trustee, Paying Agent, Security Registrar, or such other agent. Money held
by the Trustee in trust hereunder shall not be invested by the Trustee pending
distribution thereof to the holders of the Securities.

SECTION 606. Money Held in Trust.



Money held by the Trustee in trust hereunder need not be
segregated from other funds except to the extent required by law. The Trustee
shall be under no liability for interest on any money received by it hereunder
except as otherwise agreed in writing with the Company.

SECTION 607. Compensation; Reimbursement; and Indemnity.

The Company, in its capacity as the issuer of the Securities,
agrees

(1) to pay to the Trustee from time to time such reasonable
compensation as the Company and the Trustee shall from tine to time agree in
writing for all services rendered by it hereunder (which compensation shall not
be limited by any provision of law in regard to the compensation of a trustee of
an express trust);

(2) except as otherwise expressly provided herein, to
reimburse the Trustee upon its request for all reasonable expenses,
disbursements and advances incurred or made by the Trustee in accordance with
any provision of this Indenture (including the reasonable compensation and the
expenses and disbursements of its agents and counsel), except any such expense,
disbursement or advance as may be attributable to its negligence or bad faith;
and

(3) to indemnify each of the Trustee and any predecessor
Trustee for, and to hold it harmless against, any and all loss, damage, claim,
liability or expense, including taxes (other than taxes based on the income,
revenues or gross receipts of the Trustee) incurred without negligence or bad
faith on its part, arising out of or in connection with the acceptance or
administration of this trust or the trusts hereunder, including the costs and
expenses of defending itself against any claim or liability in connection with
the exercise or performance of any of its powers or duties hereunder.
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The obligations of the Company under this Section to
compensate the Trustee, to pay or reimburse the Trustee for expenses,
disbursements and advances and to indemnify and hold harmless the Trustee shall
constitute additional indebtedness hereunder and shall survive the satisfaction
and discharge of this Indenture. As security for the performance of such
obligations of the Company, the Trustee shall have a claim prior to the
Securities upon all property and lands held or collected by the Trustee as such,
except funds held in trust for the payment of principal of (and premiums, if
any, on) or interest on particular Securities.

SECTION 608. Disqualification; Conflicting Interests.

If the Trustee has or shall acquire a conflicting interest
within the meaning of the Trust Indenture Act, the Trustee shall either
eliminate such interest or resign, to the extent and in the manner provided by,
and subject to the provisions of, the Trust Indenture Act and this Indenture.

SECTION 609. Corporate Trustee Required; Eligibility.

There shall at all times be a Trustee hereunder which shall be
a Person that is eligible pursuant to the Trust Indenture Act and to act as such
and has a combined capital and surplus of at least $50,000,000 and has its
Corporate Trust Office in New York, New York. If such Person publishes reports
of condition at least annually, pursuant to law or to the requirements of said
supervising or examining authority, then for the purposes of this Section, the
combined capital and surplus of such Person shall be deemed to be its combined
capital and surplus as set forth in its most recent report of condition so
published. If at any time the Trustee shall cease to be eligible in accordance
with the provisions of this Section, it shall resign immediately in the manner
and with the effect hereinafter specified in this Article.

SECTION 610. Resignation and Removal; Appointment of Successor.

(a) No resignation or removal of the Trustee and no
appointment of a successor Trustee pursuant to this Article shall become
effective until the acceptance of appointment by the successor Trustee under
Section 611.

(b) The Trustee may resign at any time by giving written
notice thereof to the Company. If an instrument of acceptance by a successor
Trustee shall not have been delivered to the Trustee within 30 days after the
giving of such notice of resignation, the resigning Trustee may petition any
court of competent jurisdiction for the appointment of a successor Trustee.



(c) The Trustee may be removed at any time by Act of the
Holders of a majority in principal amount of the Outstanding Securities,
delivered to the Trustee and to the Company. If an instrument of acceptance by a
successor Trustee shall not have been delivered to the Trustee within 30 days
after the giving of such notice of removal, the removed Trustee may petition any
court of competent jurisdiction for the appointment of a successor Trustee.
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(d) If at any time:

(1) the Trustee shall fail to comply with Section 608
after written request therefor by the Company or by any Holder who has been a
bona fide Holder of a Security for at least six months, or

(2) the Trustee shall cease to be eligible under
Section 609 and shall fail to resign after written request therefor by the
Company or by any such Holder, or

(3) the Trustee shall become incapable of acting or
shall be adjudged a bankrupt or insolvent or a receiver of the Trustee or of its
property shall be appointed or any public officer shall take charge or control
of the Trustee or of its property or affairs for the purpose of rehabilitation,
conservation or liquidation, then, in any such case, (i) the Company by a Board
Resolution may remove the Trustee, or (ii) subject to Section 514, any Holder
who has been a bona fide Holder of a Security for at least six months may, on
behalf of himself and all others similarly situated, petition any court of
competent jurisdiction for the removal of the Trustee and the appointment of a
successor Trustee.

(e) If the Trustee shall resign, be removed or become
incapable of acting, or if a vacancy shall occur in the office of Trustee for
any cause, the Company, by a Board Resolution, shall promptly appoint a
successor Trustee. If, within one year after such resignation, removal or
incapability, or the occurrence of such vacancy, a successor Trustee shall be
appointed by Act of the Holders of a majority in principal amount of the
Outstanding Securities delivered to the Company and the Retiring Trustee, the
successor Trustee so appointed shall, forthwith upon its acceptance of such
appointment, become the successor Trustee and supersede the successor Trustee
appointed by the Company. If no successor Trustee shall have been so appointed
by the Company or the Holders and accepted appointment in the manner hereinafter
provided, any Holder who has been a bona fide Holder of a Security for at least
six months may, on behalf of himself and all others similarly situated, petition
any court of competent jurisdiction for the appointment of a successor Trustee.

(f) The Company shall give notice of each resignation and each
removal of the Trustee and each appointment of a successor Trustee to all
Holders in the manner provided in Section 106. Each notice shall include the
name of the successor Trustee and the address of its Corporate Trust Office.

SECTION 611. Acceptance of Appointment by Successor.

Every successor Trustee appointed hereunder shall execute,
acknowledge and deliver to the Company and to the retiring Trustee an instrument
accepting such appointment, and thereupon the resignation or removal of the
retiring Trustee shall become effective and such successor Trustee, without any
further act, deed or conveyance, shall become vested with all the rights,
powers, trusts and duties of the retiring Trustee; PROVIDED that, on request of
the Company or the successor Trustee, such retiring Trustee shall, upon payment
of its charges, execute and deliver an instrument transferring to such successor
Trustee all the rights, powers
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and trusts of the retiring Trustee and shall duly assign, transfer and deliver
to such successor Trustee all property and money held by such retiring Trustee
hereunder. Upon request of any such successor Trustee, the Company shall execute
any and all instruments for more fully and certainly vesting in and confirming
to such successor Trustee all such rights, powers and trusts.

No successor Trustee shall accept its appointment unless at
the time of such acceptance such successor Trustee shall be qualified and
eligible under this Article.



SECTION 612. Merger, Conversion, Consolidation or Succession to Business.

Any corporation into which the Trustee may be merged or
converted or with which it may be consolidated, or any corporation resulting
from any merger, conversion or consolidation to which the Trustee shall be a
party, or any corporation succeeding to all or substantially all the corporate
trust business of the Trustee, shall be the successor of the Trustee hereunder,
provided such corporation shall be otherwise qualified and eligible under this
Article, without the execution or filing of any paper or any further act on the
part of any of the parties hereto. In case any Securities shall have been
authenticated, but not delivered, by the Trustee then in office, any successor
by merger, conversion or consolidation to such authenticating Trustee may adopt
such authentication and deliver the Securities so authenticated with the same
effect as if such successor Trustee had itself authenticated such Securities.

SECTION 613. Preferential Collection of Claims Against Company.

If and when the Trustee shall be or becomes a creditor of the
Company (or any other obligor upon the Securities), the Trustee shall be subject
to the provisions of the Trust Indenture Act regarding the collection of claims
against the Company (or any such other obligor).

ARTICLE SEVEN
HOLDERS' LISTS AND REPORTS BY TRUSTEE AND COMPANY
SECTION 701. Company to Furnish Trustee Names and Addresses of Holders.

The Company will furnish or cause to be furnished to the
Trustee (a) semiannually, not later than June 30 and December 31 in each year, a
list, in such form as the Trustee may reasonably require, of the names and
addresses of the Holders to the extent the Company has knowledge thereof as of a
date not more than 15 days prior to the delivery thereof, and (b) at such other
times as the Trustee may request in writing, within 30 days after the receipt by
the Company of any such, a list of similar form and content as of a date not
more than 15 days prior to the time such list is furnished, excluding from any
such list names and addresses received by the Trustee in its capacity as
Security Registrar.
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SECTION 702. Preservation of Information; Communications to Holders.

(a) The Trustee shall preserve, in as current a form as is
reasonably practicable, the names and addresses of Holders contained in the most
recent list furnished to the Trustee as provided in Section 701, and the names
and addresses of Holders received by the Trustee in its capacity as Security
Registrar. The Trustee may destroy any list furnished to it as provided in
Section 701 upon receipt of a new list so furnished.

(b) The rights of Holders to communicate with other Holders
with respect to their rights under this Indenture or under the Securities, and
the corresponding rights and duties of the Trustee, shall be provided by the
Trust Indenture Act.

(c) Every Holder of Securities, by receiving and holding the
same, agrees with the Company and the Trustee that neither the Company nor the
Trustee nor any agent of either of them shall be held accountable by reason of
any disclosure of information as to names and addresses of Holders made pursuant
to the Trust Indenture Act.

SECTION 703. Reports by Trustee.

(a) The Trustee shall transmit to Holders such reports concerning the
Trustee and its actions under this Indenture as may be required pursuant to the
Trust Indenture Act at the times and in the manner provided pursuant thereto.

(b) A copy of each such report shall, at the time of such transmission
to Holders, be filed by the Trustee with each stock exchange upon which the
Securities are listed, with the Commission and with the Company. The Company
will notify the Trustee when the Securities are listed on any stock exchange.

SECTION 704. Reports by Company.

The Company shall file with the Trustee and the Commission,
and transmit to Holders, such information, documents and other reports, and such
summaries thereof, as may be required pursuant to the Trust Indenture Act at the
times and in the manner provided pursuant to such Act; PROVIDED that any such



information, documents or reports required to be filed with the Commission
pursuant to Section 13(a) or 15(d) of the Securities and Exchange Act of 1934
shall be filed with the Trustee within 15 days after the same is so required to
be filed with the Commission.
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ARTICLE EIGHT
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE
SECTION 801. Company May Consolidate, Etc., Only on Certain Terms.

The Company shall not consolidate with or merge into any other
Person or convey, transfer or lease its properties and assets substantially as
an entirety to any Person, unless:

(1) the Person formed by such consolidation or into which the
Company is merged or the Person that acquires by conveyance or transfer, or
which leases, the properties and assets of the Company substantially as an
entirety shall be a corporation, partnership or trust, shall be organized and
existing under the laws of the United States of America or any State or the
District of Columbia, and shall expressly assume, by an indenture supplemental
hereto, executed and delivered to the Trustee, in form satisfactory to the
Trustee, the due and punctual payment of the principal of (and premium, if any)
and interest (including any additional interest) on all the Securities and the
performance of every covenant of this Indenture on the part of the Company to be
performed or observed;

(2) immediately after giving effect to such transaction, no
Event of Default, and no event which, after notice or lapse of time, or both,
would become an Event of Default, shall have happened and be continuing;

(3) for so long as Securities registered on the Securities
Register in the name of the Trust (or the Property Trustee) are outstanding,
such consolidation, merger, conveyance, transfer or lease is permitted under the
Declaration and the Guarantee and does not give rise to any breach or violation
of the Declaration or the Guarantee;

(4) any such lease shall provide that it will remain in effect
so long as any Securities are Outstanding; and

(5) the Company has delivered to the Trustee an Officers’
Certificate and an Opinion of Counsel each stating that such consolidation,
merger, conveyance, transfer or lease and any such supplemental indenture
complies with this Article and that all conditions precedent herein provided for
relating to such transaction have been complied with; and the Trustee, subject
to Section 601, may rely upon such Officers' Certificate and Opinion of Counsel
as conclusive evidence that such transaction complies with this Section 801.

SECTION 802. Successor Person Substituted.

Upon any consolidation or merger by the Company with or into
any other Person, or any conveyance, transfer or lease by the Company of its
properties and assets substantially as an entirety to any Person in accordance
with Section 801, the successor Person formed by such consolidation or into
which the Company is merged or to which such conveyance, transfer or lease is
made shall succeed to, and be substituted for, and may
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exercise every right and power of, the Company under this Indenture with the
same effect as if such successor Person had been named as the Company herein;
and in the event of any such conveyance, transfer or lease the Company shall be
discharged from all obligations and covenants under the Indenture and the
Securities and may be dissolved and liquidated.

Such successor Person may cause to be signed, and may issue
either in its own name or in the name of the Company, any or all of the
Securities issuable hereunder which theretofore shall not have been signed by
the Company and delivered to the Trustee; and, upon the order of such successor
Person instead of the Company and subject to all the terms, conditions and
limitations in this Indenture prescribed, the Trustee shall authenticate and



shall deliver any Securities which previously shall have been signed and
delivered by the officers of the Company to the Trustee for authentication
pursuant to such provisions and any Securities which such successor Person
thereafter shall cause to be signed and delivered to the Trustee on its behalf
for the purpose pursuant to such provisions. All the Securities so issued shall
in all respects have the same legal rank and benefit under this Indenture as the
Securities theretofore or thereafter issued in accordance with the terms of this
Indenture as though all of such Securities had been issued at the date of the
execution hereof.

ARTICLE NINE
SUPPLEMENTAL INDENTURES
SECTION 901. Supplemental Indentures Without Consent of Holders.

Without the consent of any Holders, the Company, when
authorized by a Board Resolution, and the Trustee, at any time and from time to
time, may enter into one or more indentures supplemental hereto, in form
satisfactory to the Trustee, for any of the following purposes:

(1) to evidence the succession of another Person to the
Company and the assumption by any such successor of the covenants of the Company
herein and in the Securities; or

(2) to add to the covenants of the Company for the benefit of
the Holders, or to surrender any right or power herein conferred upon the
Company; or

(3) to cure any ambiguity, to correct or supplement any
provision herein which may be inconsistent with any other provision herein, or
to make any other provisions with respect to matters or questions arising under
this Indenture which shall not be inconsistent with the provisions of this
Indenture, provided that such action pursuant to this clause (3) shall not
adversely affect the interests of the Holders of the Securities or, so long as
any of the Capital Securities shall remain outstanding, the holders of the
Capital Securities; or

(4) to comply with any requirement of the Commission in order
to effect or maintain the qualification of this Indenture under the Trust
Indenture Act, if so required.
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SECTION 902. Supplemental Indentures With Consent of Holders.

With the consent of the Holders of not less than a majority in
principal amount of the Outstanding Securities, by Act of said Holders delivered
to the Company and the Trustee, the Company, when authorized by a Board
Resolution, and the Trustee may enter into an indenture or indentures
supplemental hereto for the purpose of adding any provisions to or changing in
any manner or eliminating any of the provisions of this Indenture or of
modifying in any manner the rights of the Holders under this Indenture;
PROVIDED, HOWEVER, that no such supplemental indenture shall, without the
consent of the Holder of each Outstanding Security affected thereby,

(1) except to the extent permitted and subject to the
conditions set forth in Section 301 with respect to the extension of the Stated
Maturity of the Securities, change the Stated Maturity of, the principal of, or
any installment of interest on, any Security, or reduce the principal amount
thereof or the rate of interest thereon, or change the place of payment where,
or the coin or currency in which, any Security or interest thereon is payable,
or impair the right to institute suit for the enforcement of any such payment on
or after the Stated Maturity thereof (or, in the case of redemption, on or after
the Redemption Date), or modify the provisions of this Indenture with respect to
the subordination of the Securities in a manner adverse to the Holders,

(2) reduce the percentage in principal amount of the
Outstanding Securities, the consent of whose Holders is required for any such
supplemental indenture, or the consent of whose Holders is required for any
waiver (of compliance with certain provisions of this Indenture or certain
defaults hereunder and their consequences) provided for in this Indenture, or

(3) modify any of the provisions of this Section, Section 513
or Section 1008, except to increase any such percentage or to provide that
certain other provisions of this Indenture cannot be modified or waived without
the consent of the Holder of each Outstanding Security affected thereby;



PROVIDED, that, so long as any of the Capital Securities remains outstanding, no
such amendment shall be made that adversely affects the holders of the Capital
Securities, and no termination of this Indenture shall occur, and no waiver of
any Event of Default or compliance with any covenant under this Indenture shall
be effective, without the prior consent of the holders of at least a majority of
the aggregate liquidation preference of the outstanding Capital Securities
unless and until the principal of and any premium on the Securities and all
accrued and unpaid interest thereon have been paid in full.

It shall not be necessary for any Act of Holders under this
Section to approve the particular form of any proposed supplemental indenture,
but it shall be sufficient if such Act shall approve the substance thereof.

SECTION 903. Execution of Supplemental Indentures.
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In executing, or accepting the additional trust created by,
any supplemental indenture permitted by this Article or the modifications
thereby of the trusts created by this Indenture, the Trustee shall be entitled
to receive, and (subject to Section 601) shall be fully protected in relying
upon, an Opinion of Counsel stating that the execution of such supplemental
indenture is authorized or permitted by this Indenture. The Trustee may, but
shall not be obligated to, enter into such supplemental indenture which affects
the Trustee's own rights, duties or immunities under this Indenture or
otherwise.

SECTION 904. Effect of Supplemental Indentures.

Upon the execution of any supplemental indenture under this
Article, this Indenture shall be modified in accordance therewith, and such
supplemental indenture shall form a part of this Indenture for all purposes; and
every Holder of Securities theretofore or thereafter authenticated and delivered
hereunder shall be bound thereby.

SECTION 905. Conformity With Trust Indenture Act.

Every supplemental indenture executed pursuant to this Article
shall conform to the requirements of the Trust Indenture Act.

SECTION 906. Reference in Securities to Supplemental Indentures.

Securities authenticated and delivered after the execution of
any supplemental indenture pursuant to this Article may, and shall if required
by the Trustee, bear a notation in form approved by the Trustee as to any matter
provided for in such supplemental indenture. If the Company shall so determine,
new Securities so modified as to conform, in the opinion of the Trustee and the
Company, to any such supplemental indenture may be prepared and executed by the
Company and authenticated and delivered by the Trustee in exchange for
Outstanding Securities.

ARTICLE TEN
COVENANTS
SECTION 1001. Payment of Principal and Interest.

The Company will duly and punctually pay the principal of and
interest on the Securities in accordance with the terms of the Securities and
this Indenture.

SECTION 1002. Maintenance of Office or Agency.

The Company will maintain in The City of New York an office or
agency where Securities may be presented or surrendered for registration of
transfer or exchange, where Securities may be surrendered for conversion and

where notices and demands to or upon the Company in respect of the Securities
and this Indenture may be served. The
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Company will give prompt written notice to the Trustee of the location, and any
change in location, of such office or agency. If at any time the Company shall



fail to maintain any such required office or agency or shall fail to furnish the
Trustee with the address thereof, such presentations, surrenders, notices and
demands may be made or served at the Corporate Trust Office of the Trustee, and
the Company hereby appoints the Trustee as its agent to receive all such
presentations, surrenders, notices and demands.

The Company may also from time to time designate one or more
other offices or agencies in the United States where the Securities may be
presented or surrendered for any or all such purposes and may from time to time
rescind such designations; PROVIDED, HOWEVER, that no such designation or
rescission shall in any manner relieve the Company of its obligation to maintain
an office or agency in the United States for such purposes. The Company will
give prompt written notice to the Trustee of any such designation or rescission
and of any change in the location of any such other office or agency.

SECTION 1003. Money for Security Payments to be Held in Trust.

If the Company shall at any time act as its own Paying Agent,
it will, on, or at the option of the Company, or before each due date of the
principal of or interest on any of the Securities, segregate and hold in trust
for the benefit of the Persons entitled thereto a sum sufficient to pay the
principal or interest so becoming due until such sums shall be paid to such
Persons or otherwise disposed of as herein provided and will promptly notify the
Trustee of its action or failure so to act. In such case the Company shall not
invest the amount so segregated and held in trust pending the distribution
thereof.

Whenever the Company shall have one or more Paying Agents, it
will, on or prior to each due date of the principal of or interest on any
Securities, deposit with a Paying Agent a sum sufficient to pay such amount,
such sum to be held as provided by the Trust Indenture Act, and (unless such
Paying Agent is the Trustee) the Company will promptly notify the Trustee of its
action or failure so to act; PROVIDED, HOWEVER, that any such deposit on a due
date shall be initiated prior to 1:00 p.m. (New York time) in same-day funds.

The Company will cause each Paying Agent other than the
Trustee to execute and deliver to the Trustee an instrument in which such Paying
Agent shall agree with the Trustee, subject to the provisions of this Section,
that such Paying Agent will (i) comply with the provisions of the Trust
Indenture Act applicable to it as a Paying Agent and (ii) during the continuance
of any default by the Company (or any other obligor upon the Securities) in the
making of any payment in respect of the Securities, upon the written request of
the Trustee, forthwith pay to the Trustee all sums held in trust by such Paying
Agent as such.

The Company may at any time, for the purpose of obtaining the
satisfaction and discharge of this Indenture or for any other purpose, pay, or
by Company Order direct any Paying Agent to pay, to the Trustee all sums held in
the trust by the Company or such Paying Agent, such sums to be held by the
Trustee upon the same trusts as those upon which such sums were held by the
Company or such Paying Agent; and, upon such payment by any
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Paying Agent to the Trustee, such Payment Agent shall be released from all
further liability with respect to such money.

Any money deposited with the Trustee or any Paying Agent, or
then held by the Company, in trust for the payment of the principal or interest
that has become due and payable shall be paid to the Company on Company Request,
or (if then held by the Company) shall be discharged from such trust; and the
Holder of such Security shall thereafter, as an unsecured general creditor, look
only to the Company for payment thereof, and all liability of the Trustee or
such Paying Agent with respect to such trust money, and all liability of the
Company as trustee thereof, shall thereupon cease.

SECTION 1004. Statements by Officers as to Default.

The Company will deliver to the Trustee, within 120 days after
the end of each fiscal year of the Company ending after the date hereof, an
Officers' Certificate, stating whether or not to the best knowledge of the
signers thereof the Company is in default in the performance and observance of
any of the material terms, provisions and conditions of this Indenture (without
regard to any period of grace or requirement of notice provided hereunder) and,
if the Company shall be in default, specifying all such defaults and the nature
and status thereof of which they may have knowledge.

SECTION 1005. Existence.

Subject to Article Eight, the Company will do or cause to be



done all things necessary to preserve and keep in full force and effect its
existence, rights (charter and statutory) and franchises; PROVIDED, HOWEVER,
that the Company shall not be required to preserve any such right or franchise
if the Board of Directors shall determine that the preservation thereof is no
longer desirable in the conduct of the business of the Company and that the loss
thereof is not disadvantageous in any material respect to the Holders and, while
any Capital Securities are outstanding, the holders of the Capital Securities.

SECTION 1006. Maintenance of Properties.

The Company will cause all properties used or useful in the
conduct of its business or the business of any Subsidiary to be maintained and
kept in good condition, repair and working order and supplied with all necessary
equipment and will cause to be made all necessary repairs, renewals,
replacements, betterments and improvements thereof, all as in the judgment of
the Company may be necessary so that the business carried on in connection
therewith may be properly and advantageously conducted at all times; PROVIDED,
HOWEVER, that nothing in this Section shall prevent the Company from
discontinuing the operation or maintenance of any such properties if such
discontinuance is, in the judgment of the Company, desirable in the conduct of
its business or the business of any Subsidiary and not disadvantageous in any
material respect to the Holders.
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SECTION 1007. Payment of Taxes and Other Claims.

The Company will pay or discharge or cause to be paid or
discharged, before the same shall become delinquent, (1) all taxes, assessments
and governmental charges levied or imposed upon the Company or any Subsidiary or
upon the income, profits or property of the Company or any Subsidiary, and (2)
all lawful claims for labor, materials and supplies which, if unpaid, might by
law become a lien upon the property of the Company or any Subsidiary that
comprise more than 10% of the assets of the Company and its Subsidiaries, taken
as a whole; PROVIDED, HOWEVER, that the Company shall not be required to pay or
discharge or cause to be paid or discharged any such tax, assessment, charge or
claim whose amount, applicability or validity is being contested in good faith
by appropriate proceedings.

SECTION 1008. Waiver of Certain Covenants.

Except as otherwise specified as contemplated by Section 301
for Securities, the Company may, with respect to the Securities, omit in any
particular instance to comply with any term, provision or condition set forth in
any covenant provided pursuant to Section 901(2) for the benefit of the Holders
if before the time for such compliance the Holders of at least a majority in
principal amount of the Outstanding Securities shall, by Act of such Holders,
either waive such compliance in such instance or generally waive compliance with
such term, provision or condition, but no waiver shall extend to or affect such
term, provision or condition except to the extent so expressly waived, and,
until such waiver shall become effective, the obligations of the Company and the
duties of the Trustee in respect of any such term, provision or condition shall
remain in full force and effect.

SECTION 1009. Payment of the Trust's Costs and Expenses.

Since the Trust is being formed solely to facilitate an
investment in the Securities, the Company, in its capacity as the issuer of the
Securities, hereby covenants to pay all debts and obligations (other than with
respect to the Capital Securities and Common Securities) and all costs and
expenses of the Trust (including, but not limited to, all costs and expenses
relating to the organization of the Trust, the fees and expenses of the Trustees
and all costs and expenses relating to the operation of the Trust) and to pay
any and all taxes, duties, assessments or governmental charges of whatever
nature (other than withholding taxes) imposed on the Trust by the United States,
or any other taxing authority, so that the net amounts received and retained by
the Trust and the Property Trustee after paying such expenses will be equal to
the amounts the Trust and the Property Trustee would have received had no such
costs or expenses been incurred by or imposed on the Trust. The foregoing
obligations of the Company are for the benefit of, and shall be enforceable by,
any person to whom any such debts, obligations, costs, expenses and taxes are
owed (each, a "Creditor") whether or not such Creditor has received notice
thereof. Any such Creditor may enforce such obligations of the Company directly
against the Company, and the Company irrevocably waives any right or remedy to
require that any such Creditor take any action against the Trust or any other
person before proceeding against the Company. The Company shall execute such
additional agreements as may be necessary or desirable to give full effect to
the foregoing. The obligations of the Company to pay all the debts, obligations,
costs and
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expenses of the Trust (other than with respect to the Capital Securities and the
Common Securities) shall constitute additional indebtedness hereunder and shall
survive the satisfaction and discharge of this Indenture.

ARTICLE ELEVEN
SUBORDINATION OF SECURITIES
SECTION 1101. Securities Subordinate to Indebtedness.

The Company covenants and agrees, and each Holder of a
Security, by his acceptance thereof, likewise covenants and agrees, that, to the
extent and in the manner hereinafter set forth in this Article (subject to
Article Four), the payment of the principal of and interest on each and all of
the Securities are hereby expressly made subordinate and subject in right of
payment to the prior payment in full in cash of all Indebtedness.

This Article Eleven shall constitute a continuing offer to all
persons who become holders of, or continue to hold, Indebtedness, and such
provisions are made for the benefit of the holders of Indebtedness and such
holders are made obligees hereunder and any one or more of them may enforce such
provisions. Holders of Indebtedness need not prove reliance on the subordination
provisions hereof.

SECTION 1102. Default on Indebtedness.

In the event and during the continuation of any default in the
payment of principal, premium, interest or any other payment due on any
Indebtedness, or in the event that any event of default with respect to any
Indebtedness shall have occurred and be continuing and shall have resulted in
such Indebtedness becoming or being declared due and payable prior to the date
on which it would otherwise have become due and payable (unless and until such
event of default shall have been cured or waived or shall have ceased to exist
and such acceleration shall have been rescinded or annulled) or in the event any
judicial proceeding shall be pending with respect to any such default in payment
or such event of default, then no payment shall be made by the Company with
respect to the principal (including redemption payments) of, or interest on, the
Securities.

In the event that, notwithstanding the foregoing, any payment
shall be received by the Trustee or any Holder when such payment is prohibited
by the preceding paragraph of this Section 1102, such payment shall be held in
trust for the benefit of, and shall be paid over or delivered to, the holders of
Indebtedness or their respective representatives, or to the trustee or trustees
under any indenture pursuant to which any of such Indebtedness may have been
issued, as their respective interests may appear, but only to the extent that
the holders of the Indebtedness (or their representative or representatives or a
trustee) notify the Trustee within 90 days of such payment of the amounts then
due and owing on the Indebtedness and only the amounts specified in such notice
to the Trustee shall be paid to the holders of Indebtedness.
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SECTION 1103. Prior Payment of Indebtedness Upon Acceleration of Securities.

In the event that the Securities are declared due and payable
before their Stated Maturity, then and in such event the holders of the
Indebtedness outstanding at the time such Securities so become due and payable
shall be entitled to receive payment in full of all amounts then due on or in
respect of such Indebtedness (including any amounts due upon acceleration), or
provision shall be made for such payment in cash or cash equivalents or
otherwise in a manner satisfactory to the holders of Indebtedness, before the
Holders of the Securities are entitled to receive any payment or distribution of
any kind or character, whether in cash, properties or securities, by the Company
on account of the principal of or interest on the Securities or on account of
the purchase or other acquisition of Securities by the Company or any
Subsidiary; PROVIDED, HOWEVER, that holders of Indebtedness shall not be
entitled to receive payment of any such amounts to the extent that such holders
would be required by the subordination provisions of such Indebtedness to pay
such amounts over to the obligees on trade accounts payable or other liabilities



arising in the ordinary course of the Company's business.

In the event that, notwithstanding the foregoing, any payment
shall be received by the Trustee or any Holder when such payment is prohibited
by the preceding paragraph of this Section 1103, such payment shall be held in
trust for the benefit of, and shall be paid over or delivered to, the holders of
Indebtedness or their respective representatives, or to the trustee or trustees
under any indenture pursuant to which any of such Indebtedness may have been
issued, as their respective interests may appear, but only to the extent that
the holders of the Indebtedness (or their representative or representatives or a
trustee) notify the Trustee within 90 days of such payment of the amounts then
due and owing on the Indebtedness and only the amounts specified in such notice
to the Trustee shall be paid to the holders of Indebtedness.

SECTION 1104. Ligquidation; Dissolution; Bankruptcy.

Upon any payment by the Company, or distribution of assets of
the Company of any kind or character, whether in cash, property or securities,
to creditors upon any dissolution or winding-up or liquidation or reorganization
of the Company, whether voluntary or involuntary or in bankruptcy, insolvency,
receivership or other proceedings, all principal of, and premium, if any, and
interest due or to become due upon all Indebtedness (including interest after
the commencement of any bankruptcy, insolvency, receivership or other
proceedings at the rate specified in the applicable Indebtedness, whether or not
such interest is an allowable claim in any such proceeding) shall first be paid
in full, or payment thereof provided for in money in accordance with its terms,
before any payment is made on account of the principal or interest on the
Securities; and upon any such dissolution or winding-up or liquidation or
reorganization any payment by the Company, or distribution of substantially all
of the assets of the Company of any kind or character, whether in cash, property
or securities, to which the Holders of the Securities or the Trustee would be
entitled, except for the provisions of this Article Eleven, shall be paid by the
Company or by any receiver, trustee in bankruptcy, liquidating trustee, agent or
other Person making such payment or distribution, or by the Holders of the
Securities or by the Trustee under this Indenture if received by them or
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it, directly to the holders of Indebtedness (pro rata to such holders on the
basis of the respective amounts of Indebtedness held by such holders, as
calculated by the Company) or their representative or representatives, or to the
trustee or trustees under any indenture pursuant to which any instruments
evidencing any Indebtedness may have been issued, as their respective interests
may appear, to the extent necessary to pay all Indebtedness in full (including
interest after the commencement of any bankruptcy, insolvency, receivership or
other proceedings at the rate specified in the applicable Indebtedness, whether
or not such interest is in an allowable claim in any such proceeding) or to
provide for such payment in money in accordance with its terms, after giving
effect to any concurrent payment or distribution to or for the holders of
Indebtedness, before any payment or distribution is made to the Holders of
Securities or to the Trustee; PROVIDED, HOWEVER, that such holders of
Indebtedness shall not be entitled to receive payment of any such amounts to the
extent that such holders would be required by the subordination provisions of
such Indebtedness to pay such amounts over to the obligees on trade accounts
payable or other liabilities arising in the ordinary course of the Company's
business.

In the event that, notwithstanding the foregoing, any payment
or distribution of assets of the Company of any kind or character, whether in
cash, property or securities, prohibited by the foregoing, shall be received by
the Trustee or the Holders of the Securities before all Indebtedness is paid in
full (including interest after commencement of any bankruptcy, insolvency,
receivership or other proceedings at the rate specified in the applicable
Indebtedness, whether or not such interest is an allowable claim in any such
proceeding), or provision is made for such payment in money in accordance with
its terms, such payment or distribution shall be held in trust for the benefit
of and shall be paid over or delivered to the holders of Indebtedness or their
representative or representatives, or to the trustee or trustees under any
indenture pursuant to which any instruments evidencing any Indebtedness may have
been issued, as their respective interests may appear, as calculated by the
Company, for application to the payment of all Indebtedness remaining unpaid to
the extent necessary to pay all Indebtedness in full in money in accordance with
its terms, after giving effect to any concurrent payment or distribution to or
for the holders of such Indebtedness.

Any holder of Indebtedness may file any proof of claim or
similar instrument on behalf of the Trustee and the Holders if such instrument
has not been filed by the date which is 30 days prior to the date specified for
filing thereof.



For purposes of this Article Eleven, the words "cash, property
or securities" shall not be deemed to include shares of stock of the Company as
reorganized or readjusted, or securities of the Company or any other corporation
provided for by a plan of reorganization or readjustment, the payment of which
is subordinated at least to the extent provided in this Article Eleven with
respect to the Securities to the payment of all Indebtedness that may at the
time be outstanding, PROVIDED, HOWEVER, that (i) the Indebtedness is assumed by
the new corporation, if any, resulting from any such reorganization or
readjustment, and (ii) the rights of the holders of the Indebtedness are not,
without the consent of such holders, altered by such reorganization or
readjustment. The consolidation of the Company with, or merger of the Company
into, another corporation or the liquidation or
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dissolution of the Company following the conveyance or transfer of its property
as an entirety, or substantially as an entirety, to another corporation upon the
terms and conditions provided for in Article Eight hereof shall not be deemed a
dissolution, winding-up, liquidation or reorganization for the purposes of this
Section 1103 if such other corporation shall, as a part of such consolidation,
merger, conveyance or transfer, comply with the conditions stated in Article
Eight hereof. Nothing in Section 1102 or in this Section 1103 shall apply to
claims of, or payments to, the Trustee under or pursuant to Section 607.

SECTION 1105. Subrogation.

Subject to the payment in full of all Indebtedness to the
extent provided in Sections 1103 and 1104, the rights of the Holders of the
Securities shall be subrogated to the rights of the holders of Indebtedness to
receive payments or distributions of cash, property or securities of the Company
applicable to the Indebtedness until the principal of (and premium, if any) and
interest on the Securities shall be paid in full; and, for the purposes of such
subrogation, no payments or distributions to the holders of the Indebtedness of
any cash, property or securities to which the Holders of the Securities or the
Trustee would be entitled except for the provisions of this Article Eleven,
shall, as between the Company, its creditors other than holders of Indebtedness,
and the Holders of the Securities, be deemed to be a payment by the Company to
or on account of the Indebtedness. It is understood that the provisions of this
Article Eleven are and are intended solely for the purposes of defining the
relative rights of the Holders of the Securities, on the one hand, and the
holders of the Indebtedness on the other hand.

Nothing contained in this Article Eleven or elsewhere in this
Indenture or in the Securities is intended to or shall impair, as between the
Company, its creditors other than the holders of Indebtedness, and the Holders
of the Securities, the obligation of the Company, which is absolute and
unconditional, to pay to the Holders of the Securities the principal of (and
premium, if any) and interest on the Securities as and when the same shall
become due and payable in accordance with their terms, or is intended to or
shall affect the relative rights of the Holders of the Securities and creditors
of the Company other than the holders of the Indebtedness, nor shall anything
herein or therein prevent the Trustee or the Holder of any Security from
exercising all remedies otherwise permitted by applicable law upon default under
this Indenture, subject to the rights, if any, under this Article Eleven of the
holders of Indebtedness in respect of cash, property or securities of the
Company received upon the exercise of any such remedy.

Upon any payment or distribution of assets of the Company
referred to in this Article Eleven, the Trustee, subject to the provisions of
Section 601, and the Holders of the Securities, shall be entitled to rely upon
any order or decree made by any court of competent jurisdiction in which such
dissolution, winding-up, liquidation or reorganization proceedings are pending,
or a certificate of the receiver, trustee in bankruptcy, liquidation trustee,
agent or other Person making such payment or distribution, delivered to the
Trustee or to the Holders of the Securities, for the purposes of ascertaining
the Persons entitled to participate in such distribution, the holders of the
Indebtedness and other indebtedness of the Company, the
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amount thereof or payable thereon, the amount or amounts paid or distributed
thereon and all other facts pertinent thereto or to this Article Eleven.

SECTION 1106. Trustee to Effectuate Subordination.



Each Holder of a Security by acceptance thereof authorizes and
directs the Trustee on such Holder's behalf to take such action as may be
necessary or appropriate to effectuate the subordination provided in this
Article Eleven and appoints the Trustee such Holder's attorney-in-fact for any
and all such purposes.

SECTION 1107. Notice by the Company.

The Company shall give prompt written notice to a Responsible
Officer of the Trustee of any fact known to the Company that would prohibit the
making of any payment of monies to or by the Trustee in respect of the
Securities pursuant to the provisions of this Article Eleven. Notwithstanding
the provisions of this Article Eleven or any other provision of this Indenture,
the Trustee shall not be charged with knowledge of the existence of any facts
that would prohibit the making of any payment of monies to or by the Trustee in
respect of the Securities pursuant to the provisions of this Article Eleven,
unless and until a Responsible Officer of the Trustee shall have received
written notice thereof at the Corporate Trust Office of the Trustee from the
Company or a holder or holders of Indebtedness or from any trustee therefor; and
before the receipt of any such written notice, the Trustee, subject to the
provisions of Section 601, shall be entitled in all respects to assume that no
such facts exist; PROVIDED, HOWEVER, that if the Trustee shall not have received
the notice provided for in this Section 1106 at least two Business Days prior to
the date upon which by the terms hereof any money may become payable for any
purpose (including, without limitation, the payment of the principal of (or
premium, if any) or interest on any Security), then, anything herein contained
to the contrary notwithstanding, the Trustee shall have full power and authority
to receive such money and to apply the same to the purposes for which they were
received, and shall not be affected by any notice to the contrary that may be
received by it within two Business Days prior to such date.

The Trustee, subject to the provisions of Section 601, shall
be entitled to rely on the delivery to it of a written notice by a Person
representing himself to be a holder of Indebtedness (or a trustee on behalf of
such holder) to establish that such notice has been given by a holder of
Indebtedness or a trustee on behalf of any such holder or holders. In the event
that the Trustee determines in good faith that further evidence is required with
respect to the right of any Person as a holder of Indebtedness to participate in
any payment or distribution pursuant to this Article Eleven, the Trustee may
request such Person to furnish evidence to the reasonable satisfaction of the
Trustee as to the amount of Indebtedness held by such Person, the extent to
which such Person is entitled to participate in such payment or distribution and
any other facts pertinent to the rights of such Person under this Article
Eleven, and if such evidence is not furnished the Trustee may defer any payment
to such Person pending judicial determination as to the right of such Person to
receive such payment.
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SECTION 1108. Rights of the Trustee; Holders of Indebtedness.

The Trustee in its individual capacity shall be entitled to
all the rights set forth in this Article Eleven in respect of any Indebtedness
at any time held by it, to the same extent as any other holder of Indebtedness,
and nothing in this Indenture shall deprive the Trustee of any of its rights as
such holder.

With respect to the holders of Indebtedness, the Trustee
undertakes to perform or to observe only such of its covenants and obligations
as are specifically set forth in this Article Eleven, and no implied covenants
or obligations with respect to the holders of Indebtedness shall be read into
this Indenture against the Trustee. The Trustee shall not be deemed to owe any
fiduciary duty to the holders of Indebtedness and, subject to the provisions of
Section 601, the Trustee shall not be liable to any holder of Indebtedness if it
shall pay over or deliver to holders of Securities, the Company or any other
Person money or assets to which any holder of Indebtedness shall be entitled by
virtue of this Article Eleven or otherwise.

SECTION 1109. Subordination may not be Impaired.

No right of any present or future holder of any Indebtedness
to enforce subordination as herein provided shall at any time in any way be
prejudiced or impaired by any act or failure to act on the part of the Company
or by any act or failure to act, in good faith, by any such holder, or by any
noncompliance by the Company with the terms, provisions and covenants of this
Indenture, regardless of any knowledge thereof that any such holder may have or
otherwise be charged with.

Without in any way limiting the generality of the foregoing



paragraph, the holders of Indebtedness may, at any time and from time to time,
without the consent of or notice to the Trustee or the Holders of the
Securities, without incurring responsibility to the Holders of the Securities
and without impairing or releasing the subordination provided in this Article or
the obligations hereunder of the Holders of the Securities to the holders of
Indebtedness, do any one or more of the following: (i) change the manner, place
or terms of payment or extend the time of payment of, or renew or alter,
Indebtedness or otherwise amend or supplement in any manner Indebtedness or any
instrument evidencing the same or any agreement under which Indebtedness is
outstanding; (ii) sell, exchange, release or otherwise deal with any property
pledged, mortgaged or otherwise securing Indebtedness; (iii) release any Person
liable in any manner for the collection of Indebtedness; and (iv) exercise or
refrain from exercising any rights against the Company and any other Person.
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ARTICLE TWELVE
REDEMPTION OF SECURITIES
SECTION 1201. Optional Redemption; Conditions to Optional Redemption.

At any time on or after December 1, 2006, the Company shall
have the right, subject to the last paragraph of this Section 1201 and to the
receipt of any necessary prior approval of the Federal Reserve, to redeem the
Securities, in whole or in part, from time to time, at the Redemption Prices
(expressed as a percentage of the principal amount of such Securities) set forth
below, plus any accrued but unpaid interest to the Redemption Date, if redeemed
during the twelve-month period beginning on the December 1 of the years
indicated below:

Year Percentage
2006 104.030%
2007 103.627%
2008 103.224%
2009 102.821%
2010 102.418%
2011 102.015%
2012 101.612%
2013 101.209%
2014 100.806%
2015 100.403%

On or after December 1, 2016, the Redemption Price will be
100%, plus accrued and unpaid interest, if any, to the Redemption Date.

Prior to December 1, 2006, if a Special Event shall occur and
be continuing, the Company shall have the right, subject to the last paragraph
of this Section 1201 and to the receipt of any necessary prior approval of the
Federal Reserve, to redeem, upon not less than 30 days nor more than 60 days
notice, the Securities in whole, but not in part, at a Redemption Price equal to
the greater of (i) 100% of the principal amount of Securities then outstanding
and (ii) as determined by a Quotation Agent, the sum of the present values of
the principal amount and premium payable with respect to an optional redemption
on such Securities on December 1, 2006, together with scheduled payments of
interest from the Redemption Date to December 1, 2006 (the "Remaining Life")
discounted to the Redemption Date on a semi-annual basis (assuming a 360-day
year consisting of 30-day months) at the Adjusted Treasury Rate, plus, in each
case, accrued interest thereon to the Redemption Date.

For so long as the Trust is the Holder of all Securities
Outstanding, the proceeds of any redemption described in this Section 1201 shall
be used by the Trust to redeem Common Securities and Capital Securities in
accordance with their terms. The Company shall not redeem the Securities in part
unless all accrued and unpaid interest has
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been paid in full on all Securities outstanding for all semi-annual interest
periods terminating on or prior to the Redemption Date.

SECTION 1202. Applicability of Article.



Redemption of Securities at the election of the Company, as
permitted by Section 1201, shall be made in accordance with such provision and
this Article.

SECTION 1203. Election to Redeem; Notice to Trustee.

The election of the Company to redeem Securities pursuant to
Section 1201 shall be evidenced by a Board Resolution. In case of any redemption
at the election of the Company, the Company shall, at least 45 (unless a shorter
notice period shall be satisfactory to the Trustee) days and no more than 60
days prior to the Redemption Date fixed by the Company, notify the Trustee of
such Redemption Date and of the principal amount of Securities to be redeemed
and provide a copy of the notice of redemption given to Holders of Securities to
be redeemed pursuant to Section 1205.

SECTION 1204. Selection by Trustee of Securities to be Redeemed.

If less than all the Securities are to be redeemed (unless
such redemption affects only a single Security), the particular Securities to be
redeemed shall be selected by lot (or such other method of selection as the
Trustee may customarily employ) not more than 60 days prior to the Redemption
Date by the Trustee, from the Outstanding Securities not previously called for
redemption.

The Trustee shall promptly notify the Company in writing of
the Securities selected for redemption as aforesaid and, in case of any
Securities selected for partial redemption as aforesaid, the principal amount
thereof to be redeemed.

The provisions of the two preceding paragraphs shall not apply
with respect to any redemption affecting only a single Security, whether such
Security is to be redeemed in whole or in part. In the case of any such
redemption in part, the unredeemed portion of the principal amount of the
Security shall be in an authorized denomination (which shall not be less than
the minimum authorized denomination) for such Security.

For all purposes of this Indenture, unless the context
otherwise requires, all provisions relating to the redemption of Securities
shall relate, in the case of any Securities redeemed or to be redeemed only in
part, to the portion of the principal amount of such Securities which has been
or is to be redeemed.

SECTION 1205. Notice of Redemption.

Notice of redemption shall be given by first-class mail,
postage prepaid, mailed not less than 30 nor more than 60 days prior to the
Redemption Date, to each Holder of Securities to be redeemed, at his address
appearing in the Security Register.
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All notices of redemption shall identify the Securities to be
redeemed (including CUSIP number) and shall state:

(1) the Redemption Date,
(2) the Redemption Price,

(3) that on the Redemption Date the Redemption Price will
become due and payable upon each such Security to be redeemed and that interest
thereon will cease to accrue on and after said date, and

(4) the place or places where such Securities are to be
surrendered for payment of the Redemption Price.

Notice of redemption of Securities to be redeemed at the
election of the Company shall be given by the Company or, at the Company's
request, by the Trustee in the name and at the expense of the Company.

SECTION 1206. Deposit of Redemption Price.

On or prior to any Redemption Date, the Company shall deposit
with the Trustee or with a Paying Agent (or, if the Company is acting as its own
Paying Agent, segregate and hold in trust as provided in Section 1003) an amount
of money sufficient to pay the Redemption Price of, and (except if the
Redemption Date shall be an Interest Payment Date) accrued interest on, all the
Securities which are to be redeemed on that date; PROVIDED, HOWEVER, that any
such deposit on a Redemption Date shall be initiated prior to 1:00 p.m.



(New York time) in same-day funds.
SECTION 1207. Securities Payable on Redemption Date.

Notice of redemption having been given as aforesaid, the
Securities so to be redeemed shall, on the Redemption Date, become due and
payable at the Redemption Price therein specified, and from and after such date
(unless the Company shall default in the payment of the Redemption Price and
accrued interest) such Securities shall cease to bear interest. Upon surrender
of any such Security for redemption in accordance with said notice, such
Security shall be paid by the Company at the Redemption Price, together with
accrued interest to the Redemption Date; PROVIDED, HOWEVER, that installments of
interest whose Stated Maturity is on or prior to the Redemption Date shall be
payable to the Holders of such Securities, or one or more Predecessor
Securities, registered as such at the close of business on the relevant Record
Dates according to their terms and the provisions of Section 307.

If any Security called for redemption shall not be so paid
upon surrender thereof for redemption, the principal shall, until paid, bear
interest from the Redemption Date at the rate borne by the Security.

SECTION 1208. Securities Redeemed in Part.
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Any Security which is to be redeemed only in part shall be
surrendered at a place of payment therefor (with, if the Company or the Trustee
so requires, due endorsement by, or a written instrument of transfer in form
satisfactory to the Company and the Trustee duly executed by, the Holder
therefor or his attorney duly authorized in writing), and the Company shall
execute, and the Trustee shall authenticate and deliver to the Holder of such
Security without service charge, a new Security or Securities, of any authorized
denomination as requested by such Holder, in aggregate principal amount equal to
and in exchange for the unredeemed portion of the principal of the Security so
surrendered.
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This instrument may be executed in any number of counterparts,
each of which so executed shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused this
Indenture to be duly executed, and their respective corporate seals to be
hereunto affixed and attested, all as of the day and year first above written.

BARNETT BANKS, INC.

/s/ Hinton F. Nobles, Jr.
By:
Name : Hinton F. Nobles, Jr.
Title: Executive Vice President

/s/ Catherine C. Cosby

Attest:
Catherine C. Cosby
Secretary
THE FIRST NATIONAL BANK OF
CHICAGO
/s/ Mary R. Fonti
By:
Name: Mary R. Fonti
Title: Assistant Vice President
/s/ illegible signature
Attest:

Barnett Banks, Inc.
NB Holdings Corporation



NationsBank Corporation

8.06% Junior Subordinated Debentures due 2026

FIRST SUPPLEMENTAL INDENTURE
Dated as of January 9, 1998

Supplementing the Indenture, dated
as of November 27, 1996, between
Barnett Banks, Inc. and
The First National Bank of Chicago,
a national banking association,
as Trustee

The First National Bank of Chicago,
Trustee

FIRST SUPPLEMENTAL INDENTURE, dated as of January 9, 1998 (the "First

Supplemental Indenture"), among NationsBank Corporation, a North Carolina
corporation ("NationsBank"), NB Holdings Corporation, a Delaware corporation
("Holdings"), Barnett Banks, Inc., a Florida corporation ("Barnett"), and The

First National Bank of Chicago, as Trustee (the "Trustee") under the Indenture
referred to herein;

WHEREAS, Barnett and the Trustee heretofore executed and delivered an
Indenture, dated as of November 27, 1996 (the "Indenture"); and

WHEREAS, pursuant to the Indenture Barnett issued and the Trustee
authenticated and delivered $300 million aggregate principal amount of 8.06%
Junior Subordinated Debentures, due 2026 (the "Securities"); and

WHEREAS, NationsBank, Holdings and Barnett have entered into the
Agreement and Plan of Merger, dated as of August 29, 1997, and amended as of
November 18, 1997, pursuant to which Barnett will merge with and into Holdings
(the "Barnett Merger") on the date hereof; and

WHEREAS, Section 801 of the Indenture provides that in the case of the
Barnett Merger, Holdings shall expressly assume by supplemental indenture all
the obligations under the Securities and the Indenture; and

WHEREAS, NationsBank, as the holder of 100% of the outstanding capital
stock of Holdings, desires to assume, jointly and severally with Holdings, all
of the rights and obligations under the Securities and Indenture that are
required to be assumed by Holdings pursuant to Section 801 of the Indenture; and

WHEREAS, Section 901 of the Indenture provides that Barnett and the
Trustee may amend the Indenture and the Securities without notice to or consent
of any Holders of the Securities in order to comply with Article Eight of the
Indenture; and

WHEREAS, this First Supplemental Indenture has been duly authorized by
all necessary corporate action on the part of each of NationsBank, Holdings and
Barnett.

NOW, THEREFORE, NationsBank, Holdings, Barnett and the Trustee agree as
follows for the equal and ratable benefit of the Holders of the Securities:

ARTICLE I
ASSUMPTION BY SUCCESSOR CORPORATION
AND ITS PARENT ENTITY

SECTION 1.1. Assumption of the Securities. NationsBank hereby expressly
assumes, jointly and severally with Holdings, the due and punctual payment of
the principal of and interest on the Securities and the performance of every
covenant of the Indenture on the part of Barnett to be performed or observed.

SECTION 1.2. Trustee's Acceptance. The Trustee hereby accepts this
First Supplemental Indenture and agrees to perform the same under the terms and

conditions set forth in the Indenture.

ARTICLE II
MISCELLANEQUS

SECTION 2.1. Effect of Supplemental Indenture. Upon the later to occur



of (i) the execution and delivery of this First Supplemental Indenture by
NationsBank, Holdings, Barnett and the Trustee and (ii) the consummation of the
Barnett Merger, the Indenture shall be supplemented in accordance herewith, and
this First Supplemental Indenture shall form a part of the Indenture for all
purposes, and every Holder of Securities heretofore or hereafter authenticated
and delivered under the Indenture shall be bound thereby.

SECTION 2.2. Indenture Remains in Full Force and Effect. Except as
supplemented hereby, all provisions in the Indenture shall remain in full force
and effect.

SECTION 2.3. Indenture and Supplemental Indenture Construed Together.
This First Supplemental Indenture is an indenture supplemental to and in
implementation of the Indenture, and the Indenture and this First Supplemental
Indenture shall henceforth be read and construed together.

SECTION 2.4. Confirmation and Preservation of Indenture. The Indenture
as supplemented by this First Supplemental Indenture is in all respect confirmed
and preserved.

SECTION 2.5. Conflict with Trust Indenture Act. If any provision of
this First Supplemental Indenture limits, qualifies or conflicts with any

provision of the Trust Indenture Act ("TIA") that is required under the TIA to
be part of and govern any provision of this First Supplemental Indenture, the
provision of the TIA shall control. If any provision of this First Supplemental
Indenture modifies or excludes any provision of the TIA that may be so modified
or excluded, the provision of the TIA shall be deemed to apply to the Indenture
as so modified or to be excluded by this First Supplemental Indenture, as the
case may be.

SECTION 2.6. Severability. In case any provision in this First
Supplemental Indenture shall be invalid, illegal or unenforceable, the validity,
legality and enforceability of the remaining provisions shall not in any way be
affected or impaired thereby.

SECTION 2.7. Terms Defined in the Indenture. All capitalized terms not
otherwise defined herein shall have the meanings ascribed to them in the
Indenture.

SECTION 2.8. Headings. The Article and Section headings of this First
Supplemental Indenture have been inserted for convenience of reference only, are
not to be considered part of this Supplemental Indenture and shall in no way
modify or restrict any of the terms or provisions hereof.

SECTION 2.9. Benefits of First Supplemental Indenture, etc. Nothing in
this First Supplemental Indenture or the Securities, express or implied, shall
give to any Person, other than the parties hereto and thereto and their
successors hereunder and thereunder and the Holders of the Securities, any
benefit of any legal or equitable right, remedy or claim under the Indenture,
this First Supplemental Indenture or the Securities.

SECTION 2.10. Successors. All agreements of Holdings and NationsBank in
this First Supplemental Indenture shall bind their successors. All agreements of
the Trustee in this First Supplemental Indenture shall bind its successors.

SECTION 2.11. Trustee Not Responsible for Recitals. The recitals
contained herein shall be taken as the statements of Barnett, NationsBank and
Holdings, and the Trustee assumes no responsibility for their correctness.

SECTION 2.12. Certain Duties and Responsibilities of the Trustees. In
entering into this First Supplemental Indenture, the Trustee shall be entitled
to the benefit of every provision of the Indenture relating to the conduct or
affecting the liability or affording protection to the Trustee, whether or not
elsewhere herein so provided.

-4 -

SECTION 2.13. Governing Law. This First Supplemental Indenture shall be
governed by, and construed in accordance with, the laws of the State of New York
but without giving effect to applicable principles of conflicts of law to the
extent that the application of the laws of another jurisdiction would be
required thereby.

SECTION 2.14. Counterpart originals. The parties may sign any number of
copies of this First Supplemental Indenture. Each signed copy shall be an
original, but all of them together represent the same agreement.
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IN WITNESS WHEREOF, the parties have caused this First Supplemental
Indenture to be duly executed as of the date first written above.

NationsBank Corporation

By: /s/ John E. Mack

Name: John E. Mack
Title: Senior Vice President

NB Holdings Corporation

By: /s/ John E. Mack

Name: John E. Mack
Title: Senior Vice President

Barnett Banks, Inc.

By: /s/Charles E. Rice

Name: Charles E. Rice
Title: Chairman and CEO

The First National Bank of Chicago, as Trustee

By: /s/ Richard D. Manella

Name: Richard D. Manella
Title: Vice President
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BARNETT

This INDENTURE is dated as of November 27, 1996, between
BANKS, INC., a corporation duly organized and existing under the laws of

the State of Florida (herein called the "Company"), having its principal office
at 50 North Laura Street, Jacksonville, Florida 32202, and THE FIRST NATIONAL

BANK OF

CHICAGO, a national banking association, as Trustee (herein called the

"Trustee") .

RECITALS

WHEREAS, for its lawful corporate purposes, the Company has

duly authorized the execution and delivery of this Indenture to provide for the
issuance of its 8.06% Junior Subordinated Debentures due 2026 (the "Junior
Subordinated Securities"™) and its 8.06% New Junior Subordinated Debentures due
2026 (the "New Junior Subordinated Securities", and together with the Junior
Subordinated Securities, the "Securities") to be issued

in exchange for the Junior Subordinated Securities.

WHEREAS, Barnett Capital I (the "Trust") has offered to the

public $300,000,000 aggregate liquidation amount of its 8.06% Capital Securities
(the "Capital Securities") representing undivided beneficial interests in the
assets of the Trust and proposes to invest the proceeds from such offering and
the proceeds from the issuance of its Common Securities in $309,279,000
aggregate principal amount of the Securities.

WHEREAS, to provide the terms and conditions upon which the

Securities are to be authenticated, issued and delivered, the Company has duly
authorized the execution of this Indenture.



WHEREAS, all things necessary to make this Indenture a valid
agreement of the Company, in accordance with its terms, have been done.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and the purchase of
the Securities by the Holders thereof, it is mutually agreed, for the equal and
proportionate benefit of all Holders of the Securities, as follows:

ARTICLE ONE
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION
SECTION 101. Definitions.

For all purposes of this Indenture, except as expressly
provided or unless the context otherwise requires:

(1) the terms defined in this Article have the meanings
assigned to them in this Article and include the plural as well as the singular
and the masculine as well as the feminine;

(2) all other terms used herein which are defined in the Trust
Indenture Act, either directly or by reference therein, have the meanings
assigned to them therein;

(3) all accounting terms not otherwise defined herein have the
meanings assigned to them in accordance with generally accepted accounting
principles;

(4) the words "herein," "hereof" and "hereunder" and other
words of similar import refer to this Indenture as a whole and not to any
particular Article, Section or other subdivision;

(5) a reference to any Person shall include its successor and
assigns;

(6) a reference to any agreement or instrument shall mean such
agreement or instrument as supplemented, modified, amended or amended and
restated and in effect from time to time;

(7) a reference to any statute, law, rule or regulation, shall
include any amendments thereto applicable to the relevant Person, and any
successor statute, law, rule or regulation; and

(8) a reference to any particular rating category shall be
deemed to include any corresponding successor category, or any corresponding
rating category issued by a successor or subsequent rating agency.

"Act", when used with respect to any Holder, has the meaning
specified in Section 104.

"Adjusted Treasury Rate" means, with respect to any Redemption
Date, the Treasury Rate plus (i) 1.25% if such Redemption Date occurs on or
before December 1, 1997 or (ii) 0.50% if such Redemption Date occurs after
December 1, 1997.

"Affiliate" of any specified Person means any other Person
directly or indirectly controlling or controlled by or under direct or indirect
common control with such specified Person. For the purposes of this definition,
"control" when used with respect to any specified Person means the power to
direct the management and policies of such Person, directly or indirectly,
whether through the ownership of voting securities, by contract or otherwise;
and the terms "controlling" and "controlled" have meanings correlative to the
foregoing.

"Authenticating Agent" means any Person authorized by the
Trustee to act on behalf of the Trustee to authenticate Securities.

"Board of Directors" means either the board of directors of
the Company or any duly authorized committee of that board as the context
requires.



"Board Resolution" means a copy of a resolution certified by
the Secretary or an Assistant Secretary of the Company to have been duly adopted
by the Board of Directors and to be in full force and effect on the date of such
certification, and delivered to the Trustee.

"Business Day" means any day other than a Saturday or Sunday
or a day on which banking institutions in The City of New York are authorized or
required by law or executive order to remain closed or a day on which the
Corporate Trust Office of the Trustee, or the principal office of the Property
Trustee, under the Declaration, is closed for business.

"Capital Securities" has the meaning specified in the Recitals
to this instrument.

"Cedel" means Cedel, S.A.
"Closing Date" means November 27, 1996.

"Commission" means the Securities and Exchange Commission, as
from time to time constituted, created under the Securities Exchange Act of
1934, or, if at any time after the execution of this instrument such Commission
is not existing and performing the duties now assigned to it under the Trust
Indenture Act, then the body performing such duties at such time.

"Common Securities" means the common securities issued by the
Trust.

"Company" means the Person named as the "Company" in the first
paragraph of this instrument until a successor Person shall have become such
pursuant to the applicable provisions of this Indenture, and thereafter
"Company" shall mean such successor Person.

"Company Request" or "Company Order" means a written request
or order signed in the name of the Company by its Chairman of the Board, its
Vice Chairman of the Board, a President or a Vice President, and by its
Treasurer, an Assistant Treasurer, its Secretary or an Assistant Secretary, and
delivered to the Trustee.

"Comparable Treasury Issue" means with respect to any
Redemption Date the United States Treasury security selected by the Quotation
Agent as having a maturity comparable to the Remaining Life that would be
utilized, at the time of selection and in accordance with customary financial
practice, in pricing new issues of corporate debt securities of comparable
maturity to the Remaining Life. If no United States treasury security has a
maturity which is within a period from three months before to three months after
December 1, 2006, the two most closely corresponding United States Treasury
securities shall be used as the Comparable Treasury Issue, and the Treasury Rate
shall be interpolated or extrapolated on a straight-line basis, rounding to the
nearest month using such securities.

"Comparable Treasury Price" means (A) the average of five
Reference Treasury Dealer Quotations for such Redemption Date, after excluding
the highest and lowest such

Reference Treasury Dealer Quotations, or (B) if the Indenture Trustee obtains
fewer than three such Reference Treasury Dealer Quotations, the average of all
such Quotations.

"Corporate Trust Office" means the principal office of the
Trustee in the City of New York, at which at any particular time its corporate
trust business shall be administered and which at the date of this Indenture is
located at 153 West 51st Street, New York, New York 10019.

"Covenant Defeasance" has the meaning specified in Section

"Declaration" means the Amended and Restated Declaration of
Trust among the Company, as Sponsor and the Trustee, as the initial Property
Trustee, First Chicago Delaware Inc., a Delaware corporation, as the initial
Delaware Trustee, and Paris P. Thermenos, Charles W. Newman and Patrick J.
McCann, as the initial Regular Trustees, dated as of November 27, 1996.

"Defaulted Interest" has the meaning specified in Section 307.

"Depositary" means, with respect to Securities issuable in



whole or in part in the form of one or more Global Securities, a clearing agency
registered under the Exchange Act that is designated to act as Depositary for
such Securities.

"DWAC" means Deposit and Withdrawal At Custodian Service.
"Event of Default" has the meaning specified in Section 501.

"Exchange Act" means the Securities Exchange Act of 1934, as
amended from time to time, and any successor legislation.

"Extension Period" has the meaning specified in Section 301.

"Euroclear" means Morgan Guaranty Trust Company of New York,
Brussels office, as operator of the Euroclear System.

"Federal Reserve" means the Board of Governors of the Federal
Reserve System.

"Global Security" means a Security that evidences all or part
of the Securities and is authenticated and delivered to, and registered in the
name of, the Depositary for such Securities or a nominee thereof.

"Guarantee" means the Guarantee Agreement, dated as of
November 27, 1996, made by the Company in favor of The First National Bank of
Chicago, as trustee thereunder for the benefit of the Holders (as defined
therein) of the Capital Securities and the holder of the Common Securities.

"Holder" means a Person in whose name a Security is registered
in the Security Register.

"Indebtedness" means, with respect to any Person, whether
recourse is to all or a portion of the assets of such Person and whether or not
contingent, (i) every obligation of such Person for money borrowed, (ii) every
obligation of such Person evidenced by bonds, debentures, notes or other similar
instruments, including obligations incurred in connection with the acquisition
of property, assets or businesses, (iii) every reimbursement obligation of such
Person with respect to letters of credit, bankers' acceptances or similar
facilities issued for the account of such Person, (iv) every obligation of such
Person issued or assumed as the deferred purchase price of property or services
(but excluding trade accounts payable or accrued liabilities arising in the
ordinary course of business), (v) every capital lease obligation of such Person,
(vi) every obligation of such person for claims (as defined in Section 101 (4) of
the United States Bankruptcy Code of 1978, as amended) in respect of derivative
products such as interest and foreign exchange rate contracts, commodity
contracts and similar arrangements and (vii) every obligation of the type
referred to in clauses (i) through (vi) of another person and all dividends of
another person the payment of which, in either case, such person has guaranteed
or is responsible or liable, directly or indirectly, as obligor or otherwise;
PROVIDED that "Indebtedness" shall not include (i) any obligations which, by
their terms, are expressly stated to rank PARI PASSU in right of payment with,
or to not be superior in right of payment to, the Securities, (ii) any
Indebtedness of the Company which when incurred and without respect to any
election under Section 1111 (b) of the United States Bankruptcy Code of 1978, as
amended, was without recourse to the Company, (iii) any Indebtedness of the
Company to any of its subsidiaries, (iv) Indebtedness to any employee of the
Company or (v) any indebtedness in respect of debt securities issued to any
trust, or a trustee of such trust, partnership or other entity affiliated with
the Company that is a financing entity of the Company in connection with the
issuance of such financing entity or securities that are similar to the Capital
Securities.

"Indenture" means this instrument as originally executed or as
it may from time to time be supplemented or amended by one or more indentures
supplemental hereto entered into pursuant to the applicable provisions hereof,
including, for all purposes of this instrument and any such supplemental
indenture, the provisions of the Trust Indenture Act that are deemed to be a
part of and govern this instrument and any such supplemental indenture,
respectively.

"Initial Purchasers" means Morgan Stanley & Co. Incorporated,
Lehman Brothers Inc., Merrill Lynch & Co. and Salomon Brothers Inc.

"Institutional Accredited Investor" means an institution that
is an "accredited investor" as the term is defined in Rule 501 (a) (1), (2), (3)
or (7) under the Securities Act.



"Interest Payment Date", when used with respect to any
installment of interest on a Security, means the date specified in such Security
as the fixed date on which an installment of interest with respect to the
Securities is due and payable.

"Investment Company Event" means the receipt by the Trust of
an Opinion of Counsel having a recognized national securities practice to the
effect that, as a result of the occurrence of a change in law or regulation or a
change in interpretation or application of law or regulation by any legislative
body, court, governmental agency or regulatory authority (a "Change in 1940 Act
Law"), the Trust is or will be considered an "investment company" that is
required to be registered under the Investment Company Act of 1940 as amended,
which Change in 1940 Act Law becomes effective on or after the date of original
issuance of the Securities.

"Junior Subordinated Securities" has the meaning specified in
the Recitals to this instrument.

"Legal Defeasance" has the meaning specified in Section 402.

"Maturity", when used with respect to any Security, means the
date on which the principal of such Security becomes due and payable as therein
or herein provided, whether at the Stated Maturity or by declaration of
acceleration, call for redemption or otherwise.

"New Junior Subordinated Securities" has the meaning specified
in the Recitals to this instrument.

"Officers' Certificate" means a certificate signed on behalf
of the Company by the Chairman of the Board, a Vice Chairman of the Board, the
President or a Vice President, and by the Treasurer, an Assistant Treasurer, the
Secretary or an Assistant Secretary, of the Company, and delivered to the
Trustee. One of the officers signing an Officers' Certificate given pursuant to
Section 1004 shall be the principal executive, financial or accounting officer
of the Company. Any Officers' Certificate delivered with respect to compliance
with a condition or covenant provided for in this Indenture shall include:

(a) a statement that each officer signing the Officers'
Certificate on behalf of the Company has read the covenant or condition and the
definitions relating thereto;

(b) a brief statement of the nature and scope of the
examination or investigation undertaken by each officer on behalf of the Company
in rendering the Officers' Certificate;

(c) a statement that each such officer has made such
examination or investigation as, in such officer's opinion, is necessary to
enable such officer to express an informed opinion as to whether or not such
covenant or condition has been complied with; and

(d) a statement as to whether, in the opinion of each such
officer, such condition or covenant has been complied with.

"Opinion of Counsel" means a written opinion of counsel, who
may be counsel for the Company (and who may be an employee of the Company), and
who shall be

reasonably acceptable to the Trustee. An opinion of counsel may rely on
certificates as to matters of fact.

"Outstanding", when used with respect to Securities, means, as
of the date of determination, all Securities authenticated and delivered under
this Indenture, except: (i) Securities cancelled by the Trustee or delivered to
the Trustee for cancellation; (ii) Securities for whose payment or redemption
money in the necessary amount has been deposited with the Trustee or any Paying
Agent (other than the Company) in trust or set aside and segregated in trust by
the Company (if the Company shall act as its own Paying Agent) for the Holder of
such Securities; PROVIDED that, if such Securities are to be redeemed, notice of
such redemption has been duly given pursuant to this Indenture or provision
therefor satisfactory to the Trustee has been made; and (iii) Securities which
have been paid pursuant to Section 306, or in exchange or for in lieu of which
other Securities have been authenticated and delivered pursuant to this
Indenture, other than any such Securities in respect of which there shall have



been presented to the Trustee proof satisfactory to it that such Securities are
held by a bona fide purchaser in whose hands such Securities are wvalid
obligations of the Company.

"Paying Agent" means any Person authorized by the Company to
pay the principal of or interest on any Securities on behalf of the Company.

"Person" means a legal person, including any individual,
corporation, estate, partnership, joint venture, association, joint stock
company, limited liability company, trust, unincorporated association, or
government or any agency or political subdivision thereof, or any other entity
of whatever nature.

"Predecessor Security" of any particular Security means every
previous Security evidencing all or a portion of the same debt as that evidenced
by such particular Security; and, for the purposes of this definition, any
security authenticated and delivered under Section 306 in exchange for or in
lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to
evidence the same debt as the mutilated, destroyed, lost or stolen Security.

"Private Placement Legend" as defined in Section 314 of this
Indenture.

"Property Trustee" has the meaning set forth in the
Declaration.

"Qualified Institutional Buyer" or "QIB" shall have the
meaning specified in Rule 144A under the Securities Act.

"Quotation Agent" means (i) Morgan Stanley & Co. Incorporated
and its successors; PROVIDED, HOWEVER, that if the foregoing shall cease to be a
primary U.S. Government securities dealer in New York City (a "Primary Treasury
Dealer"), the Company shall substitute therefor another Primary Treasury Dealer;
and (ii) any other Primary Treasury Dealer selected by the Indenture Trustee
after consultation with the Company.

"Redemption Date", when used with respect to any Security to
be redeemed, means the date fixed for such redemption by or pursuant to this
Indenture.

"Redemption Price", when used with respect to any Security to
be redeemed, means the price at which it is to be redeemed pursuant to this
Indenture.

"Reference Treasury Dealer Quotations" means, with respect to
each Reference Treasury Dealer and any Redemption Date, the average, as
determined by the Indenture Trustee, of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount) quoted in writing to the Indenture Trustee by such Reference
Treasury Dealer at 5:00 p.m. New York City time, on the third business day
preceding such Redemption Date.

"Registration Rights Agreement" means the Registration Rights
Agreement dated the date hereof between the Company and the Initial Purchasers
for the benefit of themselves and the Holders (as defined therein) of the
Capital Securities as the same may be amended from time to time in accordance
with the terms thereof.

"Regular Record Date" for the interest payable on any Interest
Payment Date means the 15th day of the month prior to the relevant Interest
Payment Date.

"Regulation S" means Regulation S under the Securities Act and
any successor regulation thereto.

"Regulation S Global Security" means any Global Security or
Securities evidencing Securities that are to be traded pursuant to Regulation S.

"Regulatory Capital Event" means that the Company shall have
received an opinion of independent bank regulatory counsel experienced in such
matters to the effect that, as a result of (a) any amendment to or change
(including any announced prospective change) in the laws (or any regulations
thereunder) of the United States or any rules, guidelines or policies of the
Federal Reserve or (b) any official administrative pronouncement or judicial
decision for interpreting or applying such laws or regulations which amendment
or change is effective or such pronouncement or decision is announced on or
after the date of original issuance of the Capital Securities, the Capital
Securities do not constitute, or within 90 days of the date thereof, will not



constitute Tier I capital (or its then equivalent); PROVIDED, HOWEVER, that the
distribution of the Securities in connection with the liquidation of the Trust
by the Company shall not in and of itself constitute a Regulatory Capital Event
unless such liquidation shall have occurred in connection with a Tax Event or an
Investment Company Event.

"Remaining Life" has the meaning specified in Section 1201.

"Responsible Officer", when used with respect to the Trustee,
means the chairman or any vice-chairman of the board of directors, the chairman
or any vice-chairman of the executive committee of the board of directors, the
chairman of the trust committee, the president, any Vice President, the
secretary, any assistant secretary, the treasurer, any assistant treasurer, any
trust officer or assistant trust officer, the controller or any assistant
controller or any other officer of the Trustee customarily performing functions
similar to those performed

by any of the above designated officers and also means, with respect to a
particular corporate trust matter, any other officer to whom such matter is
referred because of his knowledge of and familiarity with the particular
subject.

"Restricted Global Security" means any Global Security or
Securities evidencing Securities that are to be traded pursuant to Rule 144A.

"Restricted Period" shall have the meaning specified in
Section 315.

"Restricted Security" has the meaning assigned to such term in
Rule 144 (a) (3) of the Securities Act.

"Rule 144A" means Rule 144A under the Securities Act.

"Securities" has the meaning specified in the Recitals to this
instrument.

"Securities Act" means the Securities Act of 1933, as amended.

"Security Register" and "Security Registrar" have the
respective meanings specified in Section 305.

"Special Event" means either an Investment Company Event, a
Regulatory Capital Event or a Tax Event.

"Special Record Date" for the payment of any Defaulted
Interest means a date fixed by the Trustee pursuant to Section 307.

"Stated Maturity", when used with respect to any Security or
any installment of interest thereon, means the date specified in such Security
as the date on which the principal, together with any accrued and unpaid
interest, of such Security or such installment of interest is due and payable.

"Subsidiary" means a corporation more than 50% of the
outstanding voting stock of which is owned, directly or indirectly, by the
Company or by one or more other Subsidiaries or by the Company and one or more
other Subsidiaries. For the purposes of this definition, "voting stock" means
stock which ordinarily has voting power for the election of directors, whether
at all times or only so long as no senior class of stock has such voting power
by reason of any contingency.

"Tax Event" means the receipt by the Trust of an Opinion of
Counsel, rendered by a law firm having a recognized national tax practice, to
the effect that, as a result of any amendment to, change in or announced
proposed change in the laws (or any regulations thereunder) of the United States
or any political subdivision or taxing authority thereof or therein, or as a
result of any official administrative pronouncement or judicial decision
interpreting or applying such laws or regulations, which amendment or change is
adopted or which pronouncement or decision is announced on or after the date of
original issuance of the
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Capital Securities under the Declaration, there is more than an insubstantial



risk that (i) the Trust is, or will be within 90 days of the date of such
opinion, subject to United States federal income tax with respect to income
received or accrued on the Securities, (ii) interest payable by the Company on
the Securities is not, or within 90 days of the date of such opinion, will not
be, deductible by the Company, in whole or in part, for United States federal
income tax purposes, or (iii) the Trust is, or will be within 90 days of the
date of such opinion, subject to more than a de minimis amount of other taxes,
duties or other governmental charges.

"Treasury Rate" means (i) the yield, under the heading which
represents the average for the immediately prior week, appearing in the most
recently published statistical release designated "H.15(519)" or any successor
publication which is published weekly by the Federal Reserve and which
establishes yields on actively traded United States Treasury securities adjusted
to constant maturity under the caption "Treasury Constant Maturities", for the
maturity corresponding to the Remaining Life (if no maturity is within three
months before or after the Remaining Life, yields for the two published
maturities most closely corresponding to the Remaining Life shall be determined
and the Treasury Rate shall be interpolated or extrapolated from such yields on
a straight-line basis, rounding to the nearest month) or (ii) if such release
(or any successor release) is not published during the week preceding the
calculation date or does not contain such yields, the rate per annum equal to
the semi-annual equivalent yield to maturity of the Comparable Treasury Issue,
calculated using a price for the Comparable Treasury Issue (expressed as a
percentage of its principal amount) equal to the Comparable Treasury Price for
such Redemption Date. The Treasury Rate shall be calculated on the third
business day preceding the Redemption Date.

"Trust" means Barnett Capital I, a statutory business trust
declared and established pursuant to the Delaware Business Trust Act by the
Declaration.

"Trustee" means the Person named as the "Trustee" in the first
paragraph of this Indenture until a successor Trustee shall have become such
pursuant to the applicable provisions of this Indenture, and thereafter
"Trustee" shall mean such successor Trustee.

"Trust Indenture Act" means the Trust Indenture Act of 1939 as
in force at the date as of which this instrument was executed; PROVIDED,
HOWEVER, that in the event the Trust Indenture Act of 1939 is amended after such
date, "Trust Indenture Act" means, to the extent required by any such amendment,
the Trust Indenture Act of 1939 as so amended.

"U.S. Government Obligations" has the meaning specified in
Section 404.

"Vice President", when used with respect to the Company or the
Trustee, means any vice president, whether or not designated by a number or a
word or words added before or after the title "vice president.”

11

SECTION 102. Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee
to take any action under any provision of this Indenture, the Company shall
furnish to the Trustee such certificates and opinions as may be required under
the Trust Indenture Act. Each such certificate or opinion shall be given in the
form of an Officers' Certificate, if to be given by an officer of the Company,
or an Opinion of Counsel, if to be given by counsel, and shall comply with the
requirements of the Trust Indenture Act and any other requirement set forth in
this Indenture.

SECTION 103. Form of Documents Delivered to Trustee.

In any case where several matters are required to be certified
by, or covered by an opinion of, any specified Person, it is not necessary that
all such matters be certified by, or covered by the opinion of, only one such
Person, or that they be so certified or covered by only one document, but one
such Person may certify or give an opinion with respect to some matters and one
or more other such Persons as to other matters, and any such Person may certify
or given an opinion as to such matters in one or several documents.

Any certificate or opinion of an officer of the Company may be
based, insofar as it relates to legal matters, upon a certificate or opinion of,
or representations by, counsel, unless such officer knows, or in the exercise of
reasonable care should know, that the certificate or opinion or representations
with respect to the matters upon which his certificate or opinion is based are
erroneous. Any such certificate or opinion of counsel may be based, insofar as



it relates to factual matters, upon a certificate or opinion of, or
representations by, an officer or officers of the Company stating that the
information with respect to such factual matters is in the possession of the
Company, unless such counsel knows, or in the exercise of reasonable care should
know, that the certificate or opinion or representations with respect to such
matters are erroneous.

Where any Person is required to make, give or execute two or
more applications, requests, consents, certificates, statements, opinions or
other instruments under this Indenture, they may, but need not, be consolidated
and form one instrument.

SECTION 104. Acts of Holders; Record Dates.

(a) Any request, demand, authorization, direction, notice,
consent, waiver or other action provided by this Indenture to be given or taken
by Holders may be embodied in and evidenced by one or more instruments of
substantially similar tenor signed by such Holders in person or by an agent duly
appointed in writing; and, except as herein otherwise expressly provided, such
action shall become effective when such instrument or instruments are delivered
to the Trustee at the address specified in Section 105 and, where it is hereby
expressly required, to the Company. Such instrument or instruments (and the
action embodied therein and evidenced thereby) are herein sometimes referred to
as the "Act" of the Holders signing such instrument or instruments. Proof of
execution of any such instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Indenture
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and (subject to Section 601) conclusive in favor of the Trustee and the Company,
if made in the manner provided in this Section.

(b) The fact and date of the execution by any Person of any
such instrument or writing may be proved by the affidavit of a witness of such
execution or by a certificate of a notary public or other officer authorized by
law to take acknowledgments of deeds, certifying that the individual signing
such instrument or writing acknowledged to him the execution thereof. Where such
execution is by a signer acting in a capacity other than his individual
capacity, such certificate or affidavit shall also constitute sufficient proof
of his authority. The fact and date of the execution of any such instrument or
writing, or the authority of the Person executing the same, may also be proved
in any other manner which the Trustee deems sufficient.

(c) The Company may, in the circumstances permitted by the
Trust Indenture Act, fix any day as the record date for the purpose of
determining the Holders entitled to give or take any request, demand,
authorization, direction, notice, consent, waiver or other action, or to vote on
any action, authorized or permitted to be given or taken by Holders. If not set
by the Company prior to the first solicitation of a Holder made by any Person in
respect of any such action, or, in the case of any such vote, prior to such
vote, the record date for any such action or vote shall be the 30th day (or, if
later, the date of the most recent list of Holders required to be provided
pursuant to Section 701) prior to such first solicitation or vote, as the case
may be.

With regard to any record date, only the Holders on such date
(or their duly designated proxies) shall be entitled to give or take, or vote
on, the relevant action.

(d) The ownership of Securities shall be proved by the
Security Register.

(e) Any request, demand, authorization, direction, notice,
consent, waiver or other Act of the Holder of any Security shall bind every
future Holder of the same Security and the Holder of every Security issued upon
the registration of transfer thereof or in exchange therefor or in lieu thereof
in respect of anything done, omitted or suffered to be done by the Trustee or
the Company in reliance thereon, whether or not notation of such action is made
upon such Security.

SECTION 105. Notices, Etc. to Trustee and the Company.

Any request, demand, authorization, direction, notice,
consent, waiver or Act of Holders or other document provided or permitted by
this Indenture to be made upon, given or furnished to, or filed with:

(1) the Trustee by any Holder or by the Company shall be
sufficient for every purpose hereunder if made, given, furnished or filed in
writing to or with the Trustee at its Corporate Trust Office, Attention:
Corporate Trust Trustee Administration; or
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(2) the Company by the Trustee or by any Holder shall be
sufficient for every purpose hereunder (unless otherwise herein expressly
provided) if in writing and mailed, first-class postage prepaid, to the Company
addressed to it at the address of its principal office specified in the first
paragraph of this instrument or at any other address previously furnished in
writing to the Trustee by the Company.

SECTION 106. Notice to Holders; Waiver.

Where this Indenture provides for notice to Holders of any
event, such notice shall be sufficiently given (unless otherwise herein
expressly provided) if in writing and mailed, first-class postage prepaid, to
each Holder affected by such event, at his address as it appears in the Security
Register, not later than the latest date (if any), and not earlier than the
earliest date (if any), prescribed for the giving of such notice. In any case
where notice to Holders is given by mail, neither the failure to mail such
notice, nor any defect in any notice so mailed, to any particular Holder shall
affect the sufficiency of such notice with respect to other Holders. Where this
Indenture provides for notice in any manner, such notice may be waived in
writing by the Person entitled to receive such notice, either before or after
the event, and such waiver shall be the equivalent of such notice. Waivers of
notice by Holders shall be filed with the Trustee, but such filing shall not be
a condition precedent to the validity of any action taken in reliance upon such
waiver.

In case by reason of the suspension of regular mail service or
by reason of any other cause it shall be impracticable to give such notice by
mail, then such notification as shall be made with the approval of the Trustee
shall constitute a sufficient notification for every purpose hereunder.

SECTION 107. Conflict With Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with a
provision of the Trust Indenture Act that is required under such Act to be a
part of and govern this Indenture, the provision of the Trust Indenture Act
shall control. If any provision of this Indenture modifies or excludes any
provision of the Trust Indenture Act that may be so modified or excluded, the
latter provision shall be deemed to apply to this Indenture as to modified or so
be excluded, as the case may be.

SECTION 108. Effect of Headings and Table of Contents.

The Article and Section headings herein and the Table of
Contents are for convenience only and shall not affect the construction hereof.

SECTION 109. Separability Clause.

In case any provision in this Indenture or in the Securities
shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or
impaired thereby.
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SECTION 110. Benefits of Indenture.

Nothing in this Indenture or in the Securities, express or
implied, shall give to any Person, other than the parties hereto and their
successors hereunder, the holders of Indebtedness, the holders of Capital
Securities (to the extent provided herein) and the Holders of Securities, any
benefit or any legal or equitable right, remedy or claim under this Indenture.

SECTION 111. GOVERNING LAW.

THIS INDENTURE AND THE SECURITIES SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD TO
CONFLICTS OF LAWS PRINCIPLES THEREOF. THIS INDENTURE IS SUBJECT TO THE
PROVISIONS OF THE TRUST INDENTURE ACT THAT ARE REQUIRED TO BE PART OF THIS
INDENTURE AND SHALL, TO THE EXTENT APPLICABLE, BE GOVERNED BY SUCH PROVISIONS.



SECTION 112. Legal Holidays.

In any case where any Interest Payment Date, Redemption Date
or Stated Maturity of any Security shall not be a Business Day, then
(notwithstanding any other provision of this Indenture or of the Securities)
payment of interest or principal of the Securities need not be made on such
date, but may be made on the next succeeding Business Day (except that, if such
Business Day is in the next succeeding calendar year, such Interest Payment
Date, Redemption Date or Stated Maturity, as the case may be, shall be the
immediately preceding Business Day) with the same force and effect as if made on
the Interest Payment Date or Redemption Date, or at the Stated Maturity,
PROVIDED that no interest shall accrue for the period from and after such
Interest Payment Date, Redemption Date or Stated Maturity, as the case may be.

ARTICLE TWO
SECURITY FORMS

The Junior Subordinated Securities in definitive form and the
New Junior Subordinated Securities in definitive form shall be in the form
attached hereto as Exhibit A; PROVIDED, that the New Junior Subordinated
Securities shall not contain any of the provisions following the Trustee's
authentication.

If the Securities are distributed to the holders of Capital
Securities and Common Securities, the record holder (including any Depositary)
of any Capital Securities or Common Securities shall be issued Securities in
definitive, fully registered form without interest coupons, substantially in the
form of Exhibit A hereto, with the legends in substantially the form of the
legends existing on the security representing the Capital Securities or Common
Securities to be exchanged (with such changes thereto as the officers
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executing such Securities determine to be necessary or appropriate, as evidenced
by their execution of the Securities) and such other legends as may be
applicable thereto (including any legend required by Section 313 or Section 314
hereof), duly executed by the Company and authenticated by the Trustee or the
authenticating agent as provided herein, which Securities, if to be held in
global form by any Depositary, may be deposited on behalf of the holders of the
Securities represented thereby with the Trustee, as custodian for the
Depositary, and registered in the name of a nominee of the Depositary.

Any Global Security shall represent such of the outstanding
Securities as shall be specified therein and shall provide that it shall
represent the aggregate amount of outstanding Securities from time to time
endorsed thereon and that the aggregate amount of outstanding Securities
represented thereby may from time to time be increased or reduced to reflect
transfers or exchanges permitted hereby. Any endorsement of a Global Security to
reflect the amount of any increase or decrease in the amount of outstanding
Securities represented thereby shall be made by the Trustee or the Custodian, at
the direction of the Trustee, in such manner and upon instructions given by the
holder of such Securities in accordance with the Indenture. Payment of principal
of and interest and premium, if any, on any Global Security shall be made to the
holder of such Global Security.

The Securities shall have such appropriate insertions,
omissions, substitutions and other variations as are required or permitted by
this Indenture, and may have such letters, numbers or other marks of
identification and such legends or endorsements placed thereon as may be
required to comply with the rules of any securities exchange or as may,
consistently herewith, be determined by the officers executing such Securities,
as evidenced by their execution of the Securities.

The definitive Securities shall be printed, lithographed or
engraved or produced by any combination of these or other methods, all as
determined by the officers executing such Securities, as evidenced by their
execution of such Securities.

ARTICLE THREE
THE SECURITIES
SECTION 301. Title and Terms.
The aggregate principal amount of Securities which may be

authenticated and delivered under this Indenture is limited to $309,279,000
except for Securities authenticated and delivered upon registration of transfer



of, or in exchange for, or in lieu of, other Securities pursuant to Section 304,
305, 306, 906 or 1208.

The Securities' Maturity shall be December 1, 2026.

The Securities shall bear interest at the rate of 8.06% per
annum, from November 27, 1996 or from the most recent Interest Payment Date to
which interest has been
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paid or duly provided for, as the case may be, payable semi-annually (subject to
deferral as set forth herein), in arrears, on June 1 and December 1 of each
year, commencing June 1, 1997, until the principal thereof is paid or made
available for payment. Interest will compound semi-annually and will accrue at
the rate of 8.06% per annum on any interest installment in arrears for more than
one semi-annual period or during an extension of an interest payment period as
set forth below in this Section 301. In the event that any date on which
interest is payable on the Securities is not a Business Day, then a payment of
the interest payable on such date will be made on the next succeeding day which
is a Business Day (and without any interest or other payment in respect of any
such delay) .

The Company shall have the right, at any time during the term
of the Securities, from time to time, to defer payment of interest on such
Security for up to 10 consecutive semi-annual periods (an "Extension Period")
PROVIDED that no Extension Period may extend past the Maturity of the Security.
There may be multiple Extension Periods of varying lengths during the term of
the Securities. At the end of each Extension Period, if any, the Company shall
pay all interest then accrued and unpaid, together with interest thereon,
compounded semi-annually at the rate specified on this Security to the extent
permitted by applicable law. During any such Extension Period, the Company may
not, and may not permit any Subsidiary of the Company to, (i) declare or pay any
dividends or distributions on, or redeem, purchase, acquire, or make a
liquidation payment with respect to, any of the Company's capital stock or (ii)
make any payment of principal, interest or premium, if any, on or repay,
repurchase or redeem any debt securities of the Company that rank PARI PASSU
with or junior in interest to the Securities or make any guarantee payments with
respect to any guarantee by the Company of the debt securities of any Subsidiary
of the Company if such guarantee ranks PARI PASSU or junior in interest to the
Securities (other than (a) dividends or distributions in common stock of the
Company, (b) payments under the Guarantee, (c) any declaration of a dividend in
connection with the implementation of a stockholders' rights plan, or the
issuance of stock under any such plan in the future, or the redemption or
repurchase of any such rights pursuant thereto, and (d) purchases of common
stock related to the issuance of common stock or rights under any of the
Company's benefit plans). Prior to the termination of any such Extension Period,
the Company may further extend the interest payment period, PROVIDED that no
Extension Period may exceed 10 consecutive semi-annual periods or extend beyond
the Stated Maturity of the Securities. Upon the termination of any such
Extension Period and the payment of all amounts then due on any Interest Payment
Date, the Company may elect to begin a new Extension Period subject to the above
requirements. No interest shall be due and payable during an Extension Period,
except at the end thereof. The Company shall give the Property Trustee, the
Regular Trustees and the Debenture Trustee notice of its election of such
Extension Period at least one Business Day prior to the record date for the
related interest payment.

The Trustee shall promptly give notice of the Company's
selection of such Extension Period to the Holders of the Capital Securities.

The principal of and interest on the Securities shall be
payable at the office or agency of the Paying Agent in the United States
maintained for such purpose and at any other office or agency maintained by the
Company for such purpose in such coin or currency of the
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United States of America as at the time of payment is legal tender for payment
of public and private debts; PROVIDED, HOWEVER, that at the option of the
Company payment of interest may be made (i) by check mailed to the address of
the Person entitled thereto as such address shall appear in the Security
Register or (ii) by wire transfer in immediately available funds at such place
and to such account as may be designated by the Person entitled thereto as
specified in the Security Register.



The Securities shall be subordinated in right of payment to
Indebtedness as provided in Article Eleven.

The Securities shall be redeemable as provided in Article
Twelve.

SECTION 302. Denominations.

The Securities shall be issuable only in registered form,
without coupons, and only in denominations of $1,000 and any integral multiple
thereof.

SECTION 303. Execution, Authentication, Delivery and Dating.

The Securities shall be executed on behalf of the Company by
its Chairman of the Board, its Vice Chairman of the Board, a President or one of
its Vice Presidents, under its corporate seal reproduced thereon attested by its
Secretary or one of its Assistant Secretaries. The signature of any of these
officers on the Securities may be manual or facsimile.

Securities bearing the manual or facsimile signatures of
individuals who were at any time the proper officers of the Company shall bind
the Company, notwithstanding that such individuals or any of them have ceased to
hold such offices prior to the authentication and delivery of such Securities or
did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and
delivery of this Indenture, the Company may deliver Securities executed by the
Company to the Trustee for authentication, together with a Company Order for the
authentication and delivery of such Securities; and the Trustee in accordance
with such Company Order shall authenticate and deliver such Securities as in
this Indenture provided and not otherwise.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this
Indenture or be valid or obligatory for any purpose unless there appears on such
Security a certificate of authentication substantially in the form provided for
herein executed by the Trustee by manual signature, and such certificate upon
any Security shall be conclusive evidence, and the only evidence, that such
Security has been duly authenticated and delivered hereunder.
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SECTION 304. Temporary Securities.

Pending the preparation of definitive Securities, the Company
may execute, and upon Company Order the Trustee shall authenticate and deliver,
temporary Securities which are printed, lithographed, typewritten, mimeographed
or otherwise produced, in any authorized denomination, substantially of the
tenor of the definitive Securities in lieu of which they are issued and with
such appropriate insertions, omissions, substitutions and other variations as
the officers executing such Securities may determine, as evidenced by their
execution of such Securities.

If temporary Securities are issued, the Company will cause
definitive Securities to be prepared without unreasonable delay. After the
preparation of definitive Securities, the temporary Securities shall be
exchangeable for definitive Securities upon surrender of the temporary
Securities at any office or agency of the Company designated pursuant to Section
1002, without charge to the Holder. Upon surrender for cancellation of any one
or more temporary Securities the Company shall execute and the Trustee shall
authenticate and deliver in exchange therefor a like principal amount of
definitive Securities of authorized denominations. Until so exchanged the
temporary Securities shall in all respects be entitled to the same benefits
under this Indenture as definitive Securities.

SECTION 305. Registration; Registration of Transfer and Exchange.

The Company shall cause to be kept at the Corporate Trust
Office of the Trustee a register (the register maintained in such office and in
any other office or agency designated pursuant to Section 1002 being herein
sometimes collectively referred to as the "Security Register") in which, subject
to such reasonable regulations as it may prescribe, the Company shall provide
for the registration of Securities and of transfers of Securities. The Trustee
is hereby appointed "Security Registrar" for the purpose of registering
Securities and transfers of Securities as herein provided.



Upon surrender for registration of transfer of any Security at
an office or agency of the Company designated pursuant to Section 1002 for such
purpose, the Company shall execute, and the Trustee shall authenticate and
deliver, in the name of the designated transferee or transferees, one or more
new Securities of any authorized denominations and of a like aggregate principal
amount.

At the option of the Holder, Securities may be exchanged for
other Securities of any authorized denominations and of a like aggregate
principal amount, upon surrender of the Securities to be exchanged at such
office or agency. Whenever any Securities are so surrendered for exchange, the
Company shall execute, and the Trustee shall authenticate and deliver, the
Securities which the Holder making the exchange is entitled to receive.

All Securities issued upon any registration of transfer or
exchange of Securities shall be the valid obligations of the Company, evidencing
the same debt, and entitled to the same benefits under this Indenture, as the
Securities surrendered upon such registration of transfer or exchange.
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Every Security presented or surrendered for registration of
transfer or for exchange shall (if so required by the Company or the Trustee) be
duly endorsed, or be accompanied by a written instrument of transfer in form
satisfactory to the Company and the Security Registrar duly executed, by the
Holder thereof or his attorney duly authorized in writing.

No service charge shall be made for any registration of
transfer or exchange of Securities, but the Company may require payment of a sum
sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer or exchange of Securities, other
than exchanges pursuant to Sections 304, 906 or 1208 not involving any transfer.

If the Securities are to be redeemed in part, the Company
shall not be required (A) to issue, register the transfer of or exchange any
Securities during a period beginning at the opening of business 15 days before
the day of the mailing of a notice of redemption of any such Securities selected
for redemption under Section 1204 and ending at the close of business on the day
of such mailing, or (B) to register the transfer of or exchange any Security so
selected for redemption in whole or in part, except the unredeemed portion of
any Security being redeemed in part.

So long as the Securities are eligible for book-entry
settlement with the Depositary, or unless otherwise required by law, all
Securities to be traded on the PORTAL Market shall be represented by the
Restricted Global Security registered in the name of the Depositary or the
nominee of the Depositary.

The transfer and exchange of beneficial interests in any
Global Security, which does not involve the issuance of a definitive Security or
the transfer of interests to another Global Security, shall be effected through
the Depositary (but not the Trustee or the Custodian) in accordance with this
Indenture (including the restrictions on transfer set forth herein) and the
procedures of the Depositary therefor. Neither the Trustee nor the Custodian (in
such respective capacities) will have any responsibility for the transfer and
exchange of beneficial interests in such Global Security that does not involve
the issuance of a definitive Security or the transfer of interests to another
Global Security.

SECTION 306. Mutilated, Destroyed, Lost and Stolen Securities.

If any mutilated Security is surrendered to the Trustee, the
Company shall execute and the Trustee shall authenticate and deliver in exchange
therefor a new Security of like tenor and principal amount and bearing a number
not contemporaneously outstanding.

If there shall be delivered to the Company and the Trustee (i)
evidence to their satisfaction of the destruction, loss or theft of any Security
and (ii) such security or indemnity as nay be required by them to save each of
them and any agent of either of them harmless, then, in the absence of notice to
the Company or the Trustee that such Security has been acquired by a bona fide
purchaser, the Company shall execute and the Trustee shall
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authenticate and deliver, in lieu of any such destroyed, lost or stolen
Security, a new Security of like tenor and principal amount and bearing a number
not contemporaneously outstanding.

In case any such mutilated, destroyed, lost or stolen Security
has become or is about to become due and payable, the Company in its discretion
may, instead of issuing a new Security, pay such Security.

Upon the issuance of any new Security under this Section, the
Company may require the payment of a sum sufficient to cover any tax or other
governmental charge that may be imposed in relation thereto and any other
expenses (including the fees and expenses of the Trustee) connected therewith.

Every new Security issued pursuant to this Section in lieu of
any destroyed, lost or stolen Security shall constitute an original additional
contractual obligation of the Company, whether or not the destroyed, lost or
stolen Security shall be at any time enforceable by anyone, and shall be
entitled to all the benefits of this Indenture equally and proportionately with
any and all other Securities duly issued hereunder.

The provisions of this Section are exclusive and shall
preclude (to the extent lawful) all other rights and remedies with respect to
the replacement or payment of mutilated, destroyed, lost or stolen Securities.

SECTION 307. Payment of Interest; Interest Rights Preserved.

Interest on any Security which is payable, and is punctually
paid or duly provided for, on any Interest Payment Date shall be paid to the
Person in whose name that Security (or one or more Predecessor Securities) is
registered at the close of business on the Regular Record Date for such
interest.

Any interest on any Security which is payable, but is not
punctually paid or duly provided for, on any Interest Payment Date (herein
called "Defaulted Interest") shall forthwith cease to be payable to the Holder
on the relevant Regular Record Date by virtue of having been such Holder, and
such Defaulted Interest may be paid by the Company, at its election in each
case, as provided in clause (1) or (2) below:

(1) The Company may elect to make payment of any Defaulted
Interest to the Persons in whose names the Securities (or their respective
Predecessor Securities) are registered at the close of business on a Special
Record Date for the payment of such Defaulted Interest, which shall be fixed in
the following manner. The Company shall notify the Trustee in writing of the
amount of Defaulted Interest proposed to be paid on each Security and the date
of the proposed payment, and at the same time the Company shall deposit with the
Trustee an amount of money equal to the aggregate amount proposed to be paid in
respect of such Defaulted Interest or shall make arrangements satisfactory to
the Trustee for such deposit prior to the date of the proposed payment, such
money when deposited to be held in trust for the benefit of the Persons entitled
to such Defaulted Interest as in this clause provided. Thereupon the Trustee
shall fix a Special Record Date for the
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payment of such Defaulted Interest which shall be not more than 15 days and not
less than 10 days prior to the date of the proposed payment and not less than 10
days after the receipt by the Trustee of the notice of the proposed payment. The
Trustee shall promptly notify the Company of such Special Record Date and, in
the name and at the expense of the Company, shall cause notice of the proposed
payment of such Defaulted Interest and the Special Record Date therefor to be
mailed, first-class postage prepaid, to each Holder at his address as it appears
in the Security Register, not less than 10 days prior to such Special Record
Date. Notice of the proposed payment of such Defaulted Interest and the Special
Record Date therefor having been so mailed, such Defaulted Interest shall be
paid to the Persons in whose names the Securities (or their respective
Predecessor Securities) are registered at the close of business on such Special
Record Date and shall no longer be payable pursuant to the following clause (2).

(2) The Company may make payment of any Defaulted Interest in
any other lawful manner not inconsistent with the requirements of any securities
exchange on which the Securities may be listed, and if so listed, upon such
notice as may be required by such exchange, if, after notice given by the
Company to the Trustee of the proposed payment pursuant to this clause, such
manner of payment shall be deemed practicable by the Trustee. Subject to the
foregoing provisions of this Section, each Security delivered under this
Indenture upon registration of transfer of or in exchange for or in lieu of any
other Security shall carry the rights to interest accrued and unpaid, and to
accrue which, which were carried by such other Security.



SECTION 308. Persons Deemed Owners.

Prior to due presentment of a Security for registration of
transfer, the Company, the Trustee and any agent of the Company or the Trustee
shall treat the Person in whose name such Security is registered as the owner of
such Security for the purpose of receiving payment of principal of and (subject
to Section 307) interest on such Security and for all other purposes whatsoever,
whether or not such Security be overdue, and neither the Company, the Trustee
nor any agent of the Company or the Trustee shall be affected by notice to the
contrary.

SECTION 309. Cancellation.

All Securities surrendered for payment, redemption,
registration of transfer or exchange shall, if surrendered to any Person other
than the Trustee, be delivered to the Trustee and shall be promptly cancelled by
it. The Company may at any time deliver to the Trustee for cancellation any
Securities previously authenticated and delivered hereunder which the Company
may have acquired in any manner whatsoever, and all Securities so delivered
shall be promptly cancelled by the Trustee. No Securities shall be authenticated
in lieu of or in exchange for any Securities cancelled as provided in this
Section, except as expressly permitted by this Indenture. All cancelled
Securities held by the Trustee shall be disposed of as directed by a Company
Order.
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SECTION 310. Computation of Interest.

Interest on the Securities shall be computed on the basis of a
360-day year of twelve 30-day months. The amount of interest payable for any
period shorter than a full semi-annual period for which interest is computed
will be computed on the basis of actual number of days elapsed in such 180-day
semi-annual period.

SECTION 311. Right of Set-off.

Notwithstanding anything to the contrary in the Indenture, the
Company shall have the right to set-off any payment it is otherwise required to
make thereunder to the extent the Company has theretofore made, or is
concurrently on the date of such payment making, a related payment under the
Guarantee.

SECTION 312. CUSIP Numbers.

The Company in issuing the Securities may use "CUSIP" numbers
(if then generally in use), and, if so, the Trustee shall use "CUSIP" numbers in
notices of redemption as a convenience to Holders; PROVIDED that any such notice
may state that no representation is made as to the correctness of such numbers
either as printed on the Securities or as contained in any notice of a
redemption and that reliance may be placed only on the other identification
numbers printed on the Securities, and any such redemption shall not be affected
by any defect in or omission of such numbers.

SECTION 313. Global Securities.

If the Securities are distributed to the holders of Capital
Securities, Securities distributed in respect of Capital Securities that are
held in global form by a Depositary will initially be issued as a Global
Security, unless such transfer cannot be effected through book-entry settlement.
If the Company shall establish that the Securities are to be issued in the form
of one or more Global Securities, then the Company shall execute and the Trustee
shall, in accordance with Section 303 and the Company Order, authenticate and
deliver one or more Global Securities that (i) shall represent and shall be
denominated in an amount equal to the aggregate principal amount of all of the
Securities to be issued in the form of Global Securities and not yet cancelled,
(ii) shall be registered in the name of the Depositary for such Global Security
or Securities or the nominee of such Depositary, and (iii) shall be delivered by
the Trustee to such Depositary or pursuant to such Depositary's instructions.
Global Securities shall bear a legend substantially to the following effect:

"This Security is a Global Security within the meaning of the
Indenture hereinafter referred to and is registered in the name of a Depositary
or a nominee of a Depositary. Notwithstanding the provisions of Section 305,
unless and until it is exchanged in whole or in part for Securities in
definitive registered form, a Global Security representing all or a part of the
Securities may not be transferred in the manner provided in Section 305 except
as a whole by the Depositary to a nominee of such Depositary or by a nominee of



such Depositary to such Depositary or another nominee of such Depositary or by
such
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Depositary or any such nominee to a successor Depositary or a nominee of such
successor Depositary. Every Security delivered upon registration or transfer of,
or in exchange for, or in lieu of, this Global Security shall be a Global
Security subject to the foregoing, except in the limited circumstances described
above. Unless this certificate is presented by an authorized representative of
The Depository Trust Company, a New York corporation ("DTC"), to the Company or
its agent for registration of transfer, exchange or payment, and any certificate
issued is registered in the name of Cede & Co. or in such other name as is
requested by an authorized representative of DTC (and any payment is to be made
to Cede & Co. or to such other entity as is requested by an authorized
representative of DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof, Cede & Co., has an interest herein."

Definitive Securities issued in exchange for all or a part of
a Global Security pursuant to this Section 313 shall be registered in such names
and in such authorized denominations as the Depositary, pursuant to instructions
from its direct or indirect participants or otherwise, shall instruct the
Trustee. Upon execution and authentication, the Trustee shall deliver such
definitive Securities to the persons in whose names such definitive Securities
are so registered.

At such time as all interests in Global Securities have been
redeemed, repurchased or canceled, such Global Securities shall be, upon receipt
thereof, canceled by the Trustee in accordance with standing procedures and
instructions existing between the Depositary and the Custodian. At any time
prior to such cancellation, if any interest in Global Securities is exchanged
for definitive Securities, redeemed, canceled or transferred to a transferee who
receives definitive Securities therefor or any definitive Security is exchanged
or transferred for part of Global Securities, the principal amount of such
Global Securities shall, in accordance with the standing procedures and
instructions existing between the Depositary and the Custodian, be reduced or
increased, as the case may be, and an endorsement shall be made on such Global
Securities by the Trustee or the Custodian, at the direction of the Trustee, to
reflect such reduction or increase.

The Company and the Trustee may for all purposes, including
the making of payments due on the Securities, deal with the Depositary as the
authorized representative of the Holders for the purposes of exercising the
rights of Holders hereunder. The rights of the owner of any beneficial interest
in a Global Security shall be limited to those established by law and agreements
between such owners and depository participants or Euroclear and Cedel;
PROVIDED, that no such agreement shall give any rights to any person against the
Company or the Trustee without the written consent of the parties so affected.
Multiple requests and directions from and votes of the Depositary as holder of
Securities in global form with respect to any particular matter shall not be
deemed inconsistent to the extent they do not represent an amount of Securities
in excess of those held in the name of the Depositary or its nominee.

If at any time the Depositary for any Securities represented
by one or more Global Securities notifies the Company that it is unwilling or
unable to continue as Depositary for such Securities or if at any time the
Depositary for such Securities shall no
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longer be eligible under this Section 313, the Company shall appoint a successor
Depositary with respect to such Securities. If a successor Depositary for such
Securities is not appointed by the Company within 90 days after the Company
receives such notice or becomes aware of such ineligibility, the Company's
election that such Securities be represented by one or more Global Securities
shall no longer be effective and the Company shall execute, and the Trustee,
upon receipt of a Company Order for the authentication and delivery of
definitive Securities, will authenticate and deliver Securities in definitive
registered form, in any authorized denominations, in an aggregate principal
amount equal to the principal amount of the Global Security or Securities
representing such Securities in exchange for such Global Security or Securities.

The Company may at any time and in its sole discretion
determine that the Securities issued in the form of one or more Global



Securities shall no longer be represented by a Global Security or Securities. In
such event the Company shall execute, and the Trustee, upon receipt of a Company
Order or an Officers' Certificate for the authentication and delivery of
definitive Securities, shall authenticate and deliver, Securities in definitive
registered form, in any authorized denominations, in an aggregate principal
amount equal to the principal amount of the Global Security or Securities
representing such Securities, in exchange for such Global Security or
Securities.

Notwithstanding any other provisions of this Indenture (other
than the provisions set forth in Section 314(a)), Global Securities may not be
transferred as a whole except by the Depositary to a nominee of the Depositary
or by a nominee of the Depositary to the Depositary or another nominee of the
Depositary or by the Depositary or any such nominee to a successor Depositary or
a nominee of such successor Depositary.

Interests of beneficial owners in Global Security may be
transferred or exchanged for definitive Securities and definitive Securities may
be transferred or exchange for Global Securities in accordance with rules of the
Depositary and the provisions of Section 315.

Any Security in global form may be endorsed with or have
incorporated in the text thereof such legends or recitals or changes not
inconsistent with the provisions of this Indenture as may be required by the
Custodian, the Depositary or by the National Association of Securities Dealers,
Inc. in order for the Securities to be tradeable on the PORTAL Market or as may
be required for the Securities to be tradeable on any other market developed for
trading of securities pursuant to Rule 144A or required to comply with any
applicable law or any regulation thereunder or with Regulation S or with the
rules and regulations of any securities exchange upon which the Securities may
be listed or traded or to conform with any usage with respect thereto, or to
indicate any special limitations or restrictions to which any particular
Securities are subject.

SECTION 314. Restrictive Legend.

(a) Each Global Security and definitive Security that
constitutes a Restricted Security shall bear the following legend (the "Private
Placement Legend") on the
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face thereof until three years after the later of the date of original issue and
the last date on which the Company or any affiliate of the Company was the owner
of such Capital Securities (or any predecessor thereto) (the "Resale Restriction
Termination Date"), unless otherwise agreed by the Company and the Holder
thereof:

"THIS SECURITY (OR ITS PREDECESSOR) HAS NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR
ANY STATE SECURITIES LAWS AND NEITHER THIS SECURITY NOR ANY INTEREST OR
PARTICIPATION HEREIN MAY BE OFFERED, SOLD OR OTHERWISE TRANSFERRED IN
THE ABSENCE OF SUCH REGISTRATION OR AN APPLICABLE EXEMPTION THEREFROM.
EACH PURCHASER OF THIS SECURITY IS HEREBY NOTIFIED THAT THE SELLER MAY
BE RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF THE
SECURITIES ACT PROVIDED BY RULE 144A THEREUNDER. THE HOLDER OF THIS
SECURITY, BY ITS ACCEPTANCE HEREOF, REPRESENTS, ACKNOWLEDGES AND AGREES
FOR THE BENEFIT OF THE COMPANY THAT: (I) IT HAS ACQUIRED A "RESTRICTED"
SECURITY WHICH HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT; (II)
IT WILL NOT OFFER, SELL OR OTHERWISE TRANSFER THIS SECURITY PRIOR TO
THE LATER OF THE DATE WHICH IS THREE YEARS AFTER THE DATE OF ORIGINAL
ISSUANCE HEREOF AND THE LAST DATE ON WHICH THE COMPANY OR ANY AFFILIATE
OF THE COMPANY WAS THE OWNER OF SUCH RESTRICTED SECURITIES (OR ANY
PREDECESSOR) EXCEPT (A) TO THE COMPANY, (B) PURSUANT TO A REGISTRATION
STATEMENT WHICH HAS BEEN DECLARED EFFECTIVE UNDER THE SECURITIES ACT,
(C) FOR SO LONG AS THIS SECURITY IS ELIGIBLE FOR RESALE PURSUANT TO
RULE 144A, TO A PERSON WHO THE SELLER REASONABLY BELIEVES IS A
"QUALIFIED INSTITUTIONAL BUYER" (AS DEFINED IN RULE 144A UNDER THE
SECURITIES ACT) IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144A,
(D) OUTSIDE THE UNITED STATES IN A TRANSACTION MEETING THE REQUIREMENTS
OF RULE 904 UNDER THE SECURITIES ACT, OR (E) PURSUANT TO ANOTHER
AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT AND, IN EACH CASE, IN ACCORDANCE WITH THE APPLICABLE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY APPLICABLE
JURISDICTION; AND (III) IT WILL, AND EACH SUBSEQUENT HOLDER IS REQUIRED
TO, NOTIFY ANY PURCHASER FROM IT OF THIS SECURITY OF THE RESALE
RESTRICTIONS SET FORTH IN (II) ABOVE, ANY OFFER, SALE OR OTHER
DISPOSITION PURSUANT TO THE FOREGOING CLAUSES (II) (D) AND (E) IS
SUBJECT TO THE RIGHT OF THE ISSUER OF THIS SECURITY AND THE PROPERTY
TRUSTEE FOR SUCH SECURITIES TO REQUIRE THE DELIVERY OF AN OPINION OF



COUNSEL, CERTIFICATIONS OR OTHER INFORMATION ACCEPTABLE TO THEM IN FORM
AND SUBSTANCE."
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Any Security (or security issued in exchange or substitution
therefor) as to which such restrictions on transfer shall have expired in
accordance with their terms may, upon satisfaction of the requirements of
Section 314 (b) and surrender of such Security for exchange to the Security
registrar in accordance with the provisions of this Section 314, be exchanged
for a new Security or Securities, of like tenor and aggregate principal amount,
which shall not bear the restrictive legend required by this Section 314 (a).

(b) Upon any sale or transfer of any Restricted Security
(including any interest in a Global Security) (i) that is effected pursuant to
an effective registration statement under the Securities Act or (ii) in
connection with which the Trustee receives certificates and other information
(including an opinion of counsel, if requested) reasonably acceptable to the
Company and the Trustee to the effect that such security will no longer be
subject to the resale restrictions under federal and state securities laws, then
(A) in the case of a Restricted Security in definitive form, the Security
registrar or co-registrar shall permit the holder thereof to exchange such
Restricted Security for a security that does not bear the legend set forth in
Section 314 (a), and shall rescind any such restrictions on transfer and (B) in
the case of Restricted Securities represented by a Global Security, such
Security shall no longer be subject to the restrictions contained in the legend
set forth in Section 314 (a) (but still subject to the other provisions hereof).
In addition, any Security (or security issued in exchange or substitution
therefor) as to which the restrictions on transfer described in the legend set
forth in Section 314 (a) have expired by their terms, may, upon surrender thereof
(in accordance with the terms of this Indenture) together with such
certifications and other information (including an opinion of counsel having
substantial experience in practice under the Securities Act and otherwise
reasonably acceptable to the Company, addressed to the Company and the Trustee
and in a form acceptable to the Company, to the effect that the transfer of such
Restricted Security has been made in compliance with Rule 144 or such successor
provision) acceptable to the Company and the Trustee as either of them may
reasonably require, be exchanged for a new Security or Securities of like tenor
and aggregate principal amount, which shall not bear the restrictive legends set
forth in Section 314 (a).

SECTION 315. Special Transfer Provisions.

At any time at the request of the beneficial holder of an
interest in a Security in global form, such beneficial holder shall be entitled
to obtain a definitive Security upon written request to the Trustee in
accordance with the standing instructions and procedures existing between the
Depositary and the Trustee for the issuance thereof. Any transfer of a
beneficial interest in a Security in global form which cannot be effected
through book-entry settlement must be effected by the delivery to the transferee
(or its nominee) of a definitive Security or Securities registered in the name
of the transferee (or its nominee) on the books maintained by the Trustee. With
respect to any such transfer, the Trustee will cause, in accordance with the
standing instructions and procedures existing between the Depositary and the
Trustee, the aggregate principal amount of the Security in global form to be
reduced and, following such reduction, the Company will execute and the Trustee
will authenticate and deliver to the transferee (or such transferee's nominee,
as the case may be), a Security or Securities in the appropriate aggregate
principal amount in the name of such transferee (or its nominee) and bearing
such restrictive legends as may be required by this Indenture. In
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connection with any such transfer, the Trustee may request such representations
and agreements relating to the restrictions on transfer of such Security or
Securities from such transferee (or such transferee's nominee) as the Trustee
may reasonably require.

So long as the Securities are eligible for book-entry
settlement, or unless otherwise required by law, upon any transfer of a
definitive Security to a QIB in accordance with Rule 144A, unless otherwise
requested by the transferor, and upon receipt of the definitive Security or
Securities being so transferred, together with a certification from the
transferor that the transferor reasonably believes the transferee is a QIB (or



other evidence satisfactory to the Trustee), the Trustee shall make an
endorsement on the Restricted Global Security to reflect an increase in the
aggregate principal amount of the Securities represented by the Restricted
Global Security, the Trustee shall cancel such definitive Security or Securities
and cause, in accordance with the standing instructions and procedures existing
between the Depositary and the Trustee, the aggregate principal amount of
Securities represented by the Restricted Global Security to be increased
accordingly.

So long as the Securities are eligible for book-entry
settlement, or unless otherwise required by law, upon any transfer of a
definitive Security in accordance with Regulation S, if requested by the
transferor, and upon receipt of the definitive Security or Securities being so
transferred, together with a certification from the transferor that the transfer
was made in accordance with Rule 903 or 904 of Regulation S or Rule 144 under
the Securities Act (or other evidence satisfactory to the Trustee), the Trustee
shall make or direct the Custodian to make, an endorsement on the Regulation S
Global Security to reflect an increase in the aggregate principal amount of the
Securities represented by the Regulation S Global Security, the Trustee shall
cancel such definitive Security or Securities and cause, or direct the Custodian
to cause, in accordance with the standing instructions and procedures existing
between the Depositary and the Custodian, the aggregate principal amount of
Securities represented by the Regulation S Global Security to be increased
accordingly.

If a holder of a beneficial interest in the Restricted Global
Security wishes at any time to exchange its interest in the Restricted Global
Security for an interest in the Regulation S Global Security, or to transfer its
interest in the Restricted Global Security to a person who wishes to take
delivery thereof in the form of an interest in the Regulation S Global Security,
such holder may, subject to the rules and procedures of the Depositary and to
the requirements set forth in the following sentence, exchange or cause the
exchange or transfer or cause the transfer of such interest for an equivalent
beneficial interest in the Regulation S Global Security. Upon receipt by the
Trustee, as transfer agent of (1) instructions given in accordance with the
Depositary's procedures from or on behalf of a holder of a beneficial interest
in the Restricted Global Security, directing the Trustee (via DWAC), as transfer
agent, to credit or cause to be credited a beneficial interest in the Regulation
S Global Security in an amount equal to the beneficial interest in the
Restricted Global Security to be exchanged or transferred, (2) a written order
given in accordance with the Depositary's procedures containing information
regarding the Euroclear or Cedel account to be credited with such increase and
the name of such account, and (3) a certificate given by the holder of such
beneficial interest stating that the exchange or transfer of such interest has
been made pursuant to and in accordance with Rule 903 or Rule 904 of Regulation
S or Rule
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144 under the Securities Act (or other evidence satisfactory to the Trustee),
the Trustee, as transfer agent, shall promptly deliver appropriate instructions
to the Depositary (via DWAC), its nominee, or the custodian for the Depositary,
as the case may be, to reduce or reflect on its records a reduction of the
Restricted Global Security by the aggregate principal amount of the beneficial
interest in such Restricted Global Security to be so exchanged or transferred
from the relevant participant, and the Trustee, as transfer agent, shall
promptly deliver appropriate instructions (via DWAC) to the Depositary, its
nominee, or the custodian for the Depositary, as the case may be, concurrently
with such reduction, to increase or reflect on its records an increase of the
principal amount of such Regulation S Global Security by the aggregate principal
amount of the beneficial interest in such Restricted Global Security to be so
exchanged or transferred, and to credit or cause to be credited to the account
of the person specified in such instructions (who may be Morgan Guaranty Trust
Company of New York, Brussels office, as operator of Euroclear or Cedel or
another agent member of Euroclear or Cedel, or both, as the case may be, acting
for and on behalf of them) a beneficial interest in such Regulation S Global
Security equal to the reduction in the principal amount of such Restricted
Global Security.

If a holder of a beneficial interest in the Regulation S
Global Security wishes at any time to exchange its interest in the Regulation S
Global Security for an interest in the Restricted Global Security, or to
transfer its interest in the Regulation S Global Security to a person who wishes
to take delivery thereof in the form of an interest in the Restricted Global
Security, such holder may, subject to the rules and procedures of Euroclear or
Cedel and the Depositary, as the case may be, and to the requirements set forth
in the following sentence, exchange or cause the exchange or transfer or cause
the transfer of such interest for an equivalent beneficial interest in such
Restricted Global Security. Upon receipt by the Trustee, as transfer agent of
(1) instructions given in accordance with the procedures of Euroclear or Cedel



and the Depositary, as the case may be, from or on behalf of a beneficial owner
of an interest in the Regulation S Global Security directing the Trustee, as
transfer agent, to credit or cause to be credited a beneficial interest in the
Restricted Global Security in an amount equal to the beneficial interest in the
Regulation S Global Security to be exchanged or transferred, (2) a written order
given in accordance with the procedures of Euroclear or Cedel and the
Depositary, as the case may be, containing information regarding the account
with the Depositary to be credited with such increase and the name of such
account, and (3) prior to the expiration of the Restricted Period, a certificate
given by the holder of such beneficial interest and stating that the person
transferring such interest in such Regulation S Global Security reasonably
believes that the person acquiring such interest in the Restricted Global
Security is a QIB and is obtaining such beneficial interest in a transaction
meeting the requirements of Rule 144A and any applicable securities laws of any
state of the United States or any other jurisdiction (or other evidence
satisfactory to the Trustee), the Trustee, as transfer agent, shall promptly
deliver (via DWAC) appropriate instructions to the Depositary, its nominee, or
the custodian for the Depositary, as the case may be, to reduce or reflect on
its records a reduction of the Regulation S Global Security by the aggregate
principal amount of the beneficial interest in such Regulation S Global Security
to be exchanged or transferred, and the Trustee, as transfer agent, shall
promptly deliver (via DWAC) appropriate instructions to the Depositary, its
nominee, or the custodian for the Depositary, as the case may be, concurrently
with such reduction, to increase or reflect on its records an increase of the
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principal amount of the Restricted Global Security by the aggregate principal
amount of the beneficial interest in the Regulation S Global Security to be so
exchanged or transferred, and to credit or cause to be credited to the account
of the person specified in such instructions a beneficial interest in the
Restricted Global Security equal to the reduction in the principal amount of the
Regulation S Global Security. After the expiration of the Restricted Period (as
defined below), the certification requirement set forth in clause (3) of the
second sentence of the above paragraph will no longer apply to such exchanges
and transfers.

Any beneficial interest in one of the Global Securities that
is transferred to a person who takes delivery in the form of an interest in the
other Global Security will, upon transfer, cease to be an interest in such
Global Security and become an interest in the other Global Security and,
accordingly, will thereafter be subject to all transfer restrictions and other
procedures applicable to beneficial interests in such other Global Security for
as long as it remains such an interest.

Prior to or on the 40th day after the later of the
commencement of the offering of the Capital Securities and the Closing Date (the
"Restricted Period"), beneficial interests in a Regulation S Global Security may
only be held through Morgan Guaranty Trust Company of New York, Brussels office,
as operator of Euroclear or Cedel or another agent member of Euroclear and Cedel
acting for and on behalf of them, unless delivery is made through the Restricted
Global Security in accordance with the certification requirements hereof. During
the Restricted Period, interests in the Regulation S Global Security, if any,
may be exchanged for interests in the Restricted Global Security or for
definitive Securities only in accordance with the certification requirements
described above.

ARTICLE FOUR
SATISFACTION AND DISCHARGE; DEFEASANCE
SECTION 401. Satisfaction and Discharge of Indenture.

This Indenture shall cease to be of further effect (except as
to any surviving rights of registration of transfer or exchange of Securities
herein expressly provided for), and the Trustee, on written demand of and at the
expense of the Company, shall execute instruments supplied by the Company
acknowledging satisfaction and discharge of this Indenture, when (1) either (A)
all Securities theretofore authenticated and delivered (other than (i)
Securities which have been destroyed, lost or stolen and which have been
replaced or paid as provided in Section 306 and (ii) Securities for whose
payment money has theretofore been deposited in trust or segregated and held in
trust by the Company and thereafter repaid to the Company or discharged from
such trust, as provided in Section 1003) have been delivered to the Trustee for
cancellation; or (B) all such Securities not theretofore delivered to the
Trustee for cancellation (i) have become due and payable, or (ii) will become
due and payable at their Maturity within one year, or (iii) if redeemable at the
option of the Company, are to be called for redemption within one year under
arrangements satisfactory to the Trustee for the giving of notice of redemption



by the Trustee in the name, and at the expense, of the
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Company and the Company, in the case of (i), (ii) or (iii) above, has deposited
or caused to be deposited with the Trustee as funds in trust for the purpose on
amount sufficient to pay and discharge the entire indebtedness on such
Securities not theretofore delivered to the Trustee for cancellation, for
principal and interest to the date of such deposit (in the case of Securities
which have become due and payable) or to the Maturity or Redemption Date, as the
case may be; (2) the Company has paid or ceased to be paid all other sums
payable hereunder by the Company; and (3) the Company has delivered to the
Trustee an Officers' Certificate and an Opinion of Counsel, each stating that
all conditions precedent herein provided for relating to the satisfaction and
discharge of this Indenture have been complied with. Notwithstanding the
satisfaction and discharge of this Indenture, the obligations of the Company to
the Trustee under Section 607 and, if money shall have been deposited with the
Trustee pursuant to subclause (B) of clause (1) of this Section, the obligations
of the Trustee under Section 402 and the last paragraph of Section 1003 shall
survive.

SECTION 402. Legal Defeasance.

In addition to discharge of this Indenture pursuant to Section
401, in the case of any Securities with respect to which the exact amount
described in subparagraph (a) of Section 404 can be determined at the time of
making the deposit referred to in such subparagraph (a), the Company shall be
deemed to have paid and discharged the entire indebtedness on all the Securities
as provided in this Section on and after the date the conditions set forth in
Section 404 are satisfied, and the provisions of this Indenture with respect to
the Securities shall no longer be in effect (except as to (i) rights of
registration of transfer and exchange of Securities, (ii) substitution of
mutilated, defaced, destroyed, lost or stolen Securities, (iii) rights of
Holders of Securities to receive, solely from the trust fund described in
subparagraph (a) of Section 404, payments of principal thereof and interest, if
any, thereon upon the original stated due dates therefor (but not upon
acceleration), (iv) the rights, obligations, duties and immunities of the
Trustee hereunder, (v) this Section 402 and (vi) the rights of the Holders of
Securities as beneficiaries hereof with respect to the property so deposited
with the Trustee payable to all or any of them) (hereinafter called "Legal
Defeasance"), and the Trustee, at the cost and expense of the Company, shall
execute proper instruments acknowledging the same.

SECTION 403. Covenant Defeasance.

In the case of any Securities with respect to which the exact
amount described in subparagraph (a) of Section 404 can be determined at the
time of making the deposit referred to in such subparagraph (a), (i) the Company
shall be released from its obligations under any covenants specified in or
pursuant to this Indenture (except as to (i) rights of registration of transfer
and exchange of Securities, (ii) substitution of mutilated, defaced, destroyed,
lost or stolen Securities, (iii) rights of Holders of Securities to receive,
from the Company pursuant to Section 1001, payments of principal thereof and
interest, if any, thereon upon the original stated due dates therefor (but not
upon acceleration), (iv) the rights, obligations, duties and immunities of the
Trustee hereunder and (v) the rights of the Holders of Securities as
beneficiaries hereof with respect to the property so deposited with the Trustee
payable to all or any of them), and (ii) the occurrence of any event specified
in Section
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501 (3) (with respect to any of the covenants specified in or pursuant to this
Indenture) shall be deemed not to be or result in an Event of Default, in each
case with respect to the Outstanding Securities as provided in this Section on
and after the date the conditions set forth in Section 404 are satisfied
(hereinafter called "Covenant Defeasance"), and the Trustee, at the cost and
expense of the Company, shall execute proper instruments acknowledging the same.
For this purpose, such Covenant Defeasance means that the Company may omit to
comply with and shall have no liability in respect of any term, condition or
limitation set forth in any such covenant (to the extent so specified in the
case of Section 501(3)), whether directly or indirectly by reason of any
reference elsewhere herein to any such covenant or by reason of any reference in
any such covenant to any other provision herein or in any other document, but
the remainder of this Indenture and the Securities shall be unaffected thereby.



SECTION 404. Conditions to Legal Defeasance or Covenant Defeasance.

The following shall be the conditions to application of either
Section 402 or 403 to the Outstanding Securities:

(a) with reference to Section 402 or 403, the Company has
irrevocably deposited or caused to be irrevocably deposited with the Trustee as
funds in trust, specifically pledged as security for, and dedicated solely to,
the benefit of the Holders of Securities (i) cash in an amount, (ii) direct
obligations of the United States of America, backed by its full faith and credit
("U.S. Government Obligations"), maturing as to principal and interest, if any,
at such times and in such amounts as will ensure the availability of cash, (iii)
obligations of a Person controlled or supervised by and acting as an agency or
instrumentality of the United States of America the timely payment of which is
unconditionally guaranteed as a full faith and credit obligation by the United
States of America, or (iv) a combination thereof, in each case sufficient, in
the opinion of a nationally recognized firm of independent public accountants
expressed in a written certification thereof delivered to the Trustee, to pay
and discharge the principal of and interest, if any, on all Securities on each
date that such principal or interest, if any, is due and payable;

(b) in the case of Legal Defeasance under Section 402, the
Company has delivered to the Trustee an Opinion of Counsel based on the fact
that (x) the Company has received from, or there has been published by, the
Internal Revenue Service a ruling or (y), since the date hereof, there has been
a change in the applicable United States federal income tax law, in either case
to the effect that, and such opinion shall confirm that, the Holders of the
Securities of such series will not recognize income, gain or loss for federal
income tax purposes as a result of such deposit and Legal Defeasance and will be
subject to federal income tax on the same amount and in the same manner and at
the same times as would have been the case if such deposit and Legal Defeasance
had not occurred;

(c) in the case of Covenant Defeasance under Section 403, the
Company has delivered to the Trustee an Opinion of Counsel to the effect that,
and such opinion shall confirm that, the Holders of the Securities will not
recognize income, gain or loss for federal income tax purposes as a result of
such deposit and Covenant Defeasance and will be subject
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to federal income tax on the same amount in the same manner and at the same
times as would have been the case if such deposit and Covenant Defeasance had
not occurred;

(d) such Legal Defeasance or Covenant Defeasance will not
result in a breach or violation of, or constitute a default under, any agreement
or instrument to which the Company is a party or by which it is bound; and

(e) the Company shall have delivered to the Trustee an
Officers' Certificate and an Opinion of Counsel, each stating that all
conditions precedent contemplated by this provision have been complied with.

SECTION 405. Application of Trust Money.

Subject to the provisions of the last paragraph of Section
1003, all money and U.S. Government Obligations deposited with the Trustee
pursuant to Section 401 shall be held in trust and such money and all money from
such U.S. Government Obligations shall be applied by it, in accordance with the
provisions of the Securities and this Indenture, to the payment, either directly
or through any Paying Agent (including the Company acting as its own Paying
Agent) as the Trustee may determine, to the Persons entitled thereto, of the
principal and interest for whose payment such money and U.S. Government
Obligations has been deposited with the Trustee.

SECTION 406. Indemnity for U.S. Government Obligations.

The Company shall pay and indemnify the Trustee against any
tax, fee or other charge imposed on or assessed against the U.S. Government
Obligations deposited pursuant to Section 404 or the principal or interest
received in respect of such obligations other than any such tax, fee or other
charge that by law is for the account of the Holders of Outstanding Securities.

ARTICLE FIVE

REMEDIES

SECTION 501. Events of Default.



"Event of Default" wherever used herein, means any one of the
following events that has occurred and is continuing (whatever the reason for
such Event of Default and whether it shall be occasioned by the provisions of
Article Eleven or be voluntary or involuntary or be effected by operation of law
or pursuant to any judgment, decree or order of any court or any order, rule or
regulation of any administrative or governmental body) :

(1) failure for 30 days to pay any interest on the Securities
when due (subject to the deferral of any due date in the case of an Extension
Period); or
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(2) failure to pay any principal on the Securities when due,
whether at Maturity, upon redemption, by declaration of acceleration or
otherwise;

(3) failure to observe or perform in any material respect any
other covenant herein that continues 90 days after written notice to the Company
from the Trustee or the holders of at least 25% in principal amount of the
outstanding Securities; or

(4) entry by a court having jurisdiction in the premises of
(A) a decree or order for relief in respect of the Company in an involuntary
case or proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or (B) a decree or order adjudging the
Company a bankrupt or insolvent, or approving as properly filed a petition
seeking reorganization, arrangement, adjustment or composition of or in respect
of the Company under any applicable Federal or State law, at appointing a
custodian, receiver, liquidator, assignee, trustee, sequestrator or other
similar official of the Company or of substantially all of the property of the
Company, or ordering the winding up or liquidation of its affairs, and the
continuance of any such decree or order for relief or any such other decree or
order unstayed and in effect for a period of 90 consecutive days; or

(5) (A) the commencement by the Company of a voluntary case or
proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or of any other case or proceeding to be
adjudicated a bankrupt or insolvent, or (B) the consent by the Company or to the
entry of a decree or order for relief in respect of itself in an involuntary
case or proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or to the commencement of any bankruptcy or
insolvency case or proceeding against the Company, or (C) the filing by the
Company of a petition or answer or consent seeking reorganization or relief
under any applicable Federal or State law, or (D) the consent by the Company to
the filing of such petition or to the appointment of or taking possession by a
custodian, receiver, liquidator, assignee, trustee, sequestrator or other
similar official of the Company or of all or substantially all of the property
of the Company, or (E) the making by the Company of an assignment for the
benefit of creditors.

SECTION 502. Acceleration of Maturity; Rescission and Annulment.

If an Event of Default occurs and is continuing, then and in
every such case the Trustee or the Holders of not less than 25% in principal
amount of the Outstanding Securities shall have the right to declare the
principal of and the interest on all the Securities and any other amounts
payable hereunder to be due and payable immediately, PROVIDED, HOWEVER, that if
upon an Event of Default, the Trustee or the Holders of at least 25% in
aggregate principal amount of the outstanding Securities fail to declare the
payment of all amounts on the Securities to be immediately due and payable, the
holders of at least 25% in aggregate liquidation preference of Capital
Securities then outstanding shall have such right, by a notice in writing to the
Company (and to the Trustee if given by Holders or the holders of Capital
Securities) and upon any such declaration such principal and all accrued
interest shall become immediately due and payable.
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At any time after such a declaration of acceleration has been
made and before a judgment or decree for payment of the money due has been
obtained by the Trustee as hereinafter provided in this Article, the Holders of



a majority in principal amount of the Outstanding Securities, by written notice
to the Company and the Trustee, may rescind and annul such declaration and its
consequences if (1) the Company has paid or deposited with the Trustee a sum
sufficient to pay (A) all overdue interest on all Securities, (B) the principal
of (and premium, if any, on) any Securities which have become due otherwise than
by such declaration of acceleration and interest thereon at the rate borne by
the Securities, (C) to the extent that payment of such interest is lawful,
interest upon overdue interest at the rate borne by the Securities, and (D) all
sums paid or advanced by the Trustee hereunder and the reasonable compensation,
expenses, disbursements and advances of the Trustee, its agents and counsel; and
(2) all Events of Default, other than the non-payment of the principal of
Securities which have become due solely by such declaration of acceleration,
have been cured or waived as provided in Section 513. Should the Holders of such
Securities fail to annul such declaration and waive such default, the holders of
a majority in aggregate liquidation amount of the Capital Securities shall have
such right. No such rescission shall affect any subsequent default or impair any
right consequent thereon.

SECTION 503. Collection of Indebtedness and Suits for Enforcement by Trustee
The Company covenants that if

(1) default is made in the payment of any interest on any
Security when such interest becomes due and payable and such default continues
for a period of 30 days, or

(2) default is made in the payment of the principal of any
Security at the Maturity thereof,

the Company will, upon demand of the Trustee, pay to it, for the benefit of the
Holders of such Securities, the whole amount then due and payable on such
Securities for principal and interest, and, to the extent that payment thereof
shall be legally enforceable, interest on any overdue principal and on any
overdue interest, at the rate borne by the Securities, and, in addition thereto,
such further amount as shall be sufficient to cover the costs and expenses of
collection, including the reasonable compensation, expenses, disbursements and
advances of the Trustee, its agents and counsel.

If an Event of Default occurs and is continuing, the Trustee
may in its discretion proceed to protect and enforce its rights and the rights
of the Holders by such appropriate judicial proceedings as the Trustee shall
deem most effectual to protect and enforce any such rights, whether for the
specific enforcement of any covenant or agreement in this Indenture or in aid of
the exercise of any power granted herein, or to enforce any other proper remedy.
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SECTION 504. Trustee may File Proofs of Claim.

In case of any receivership, insolvency, liquidation,
bankruptcy, reorganization, arrangement, adjustment, composition or other
similar judicial proceeding relative to the Company (or any other obligor upon
the Securities), its property or its creditors, the Trustee shall be entitled
and empowered, by intervention in such proceeding or otherwise, to take any and
all actions authorized under the Trust Indenture Act in order to have claims of
the Holders and the Trustee allowed in any such proceeding. In particular, the
Trustee shall be authorized to collect and receive any moneys or other property
payable or deliverable on any such claims and to distribute the same; and any
custodian, receiver, assignee, trustee, liquidator, sequestrator or other
similar official in any such judicial proceeding is hereby authorized by each
Holder to make such payments to the Trustee and, in the event that the Trustee
shall consent to the making of such payments directly to the Holders, to pay to
the Trustee any amount due it for the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel, and any other
amounts due the Trustee under Section 607. No provision of this Indenture shall
be deemed to authorize the Trustee to authorize or consent to or accept or adopt
on behalf of any Holder any plan of reorganizations, arrangement, adjustment or
composition affecting the Securities or the rights of any Holder thereof or to
authorize the Trustee to vote in respect of the claim of any Holder in any such
proceeding.

SECTION 505. Trustee may Enforce Claims Without Possession of Securities.

All rights of action and claims under this Indenture or the
Securities may be prosecuted and enforced by the Trust without the possession of
any of the Securities or the production thereof in any proceeding relating
thereto, and any such proceeding instituted by the Trustee shall be brought in
its own name as trustee of any express trust, and any recovery of judgment
shall, after provision for the payment of the reasonable compensation, expenses,



disbursements and advances of the Trustee, its agents and counsel, be for the
ratable benefit of the Holders of the Securities in respect of which such
judgment has been recovered.

SECTION 506. Application of Money Collected.

Subject to Article Eleven, any money collected by the Trustee
pursuant to this Article shall be applied in the following order, at the date or
dates fixed by the Trustee and, in case of the distribution of such money on
account of principal, upon presentation of the Securities and the notation
thereon of the payment, if only partially paid, and upon surrender thereof, if
fully paid;

FIRST: To the payment of all amounts due the Trustee under
Section 607; and

SECOND: To the payment of the amounts then due and unpaid for
principal of and interest on the Securities in respect of which or for the
benefit of which such money has been collected, ratably, without preference or
priority of any kind, according to the amounts due and payable as such
Securities for principal and interest, respectively.
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SECTION 507. Limitation on Suits.

No Holder of any Security shall have any right to institute
any proceeding, judicial or otherwise, with respect to this Indenture, or for
the appointment of a receiver or trustee, or for any other remedy hereunder,
unless

(1) such Holder has previously given written notice to the
Trustee of a continuing Event of Default;

(2) the Holders of not less than 25% in principal amount of
the Outstanding Securities shall have made written request to the Trustee to
institute proceedings in respect of such Event of Default in its own name as
Trustee hereunder;

(3) such Holder or Holders have offered to the Trustee
reasonable indemnity against the costs, expenses and liabilities to be incurred
in compliance with such request;

(4) the Trustee for 60 days after its receipt of such notice,
request and offer of indemnity has failed to institute any such proceeding; and

(5) no direction inconsistent with such written request has
been given to the Trustee during such 60-day period by the Holders of a majority
in principal amount of the Outstanding Securities; it being understood and
intended that no one or more Holders shall have any right in any manner whatever
by virtue of, or by availing of, any provision of this Indenture to affect,
disturb or prejudice the rights of any other Holders, or to obtain or to seek to
obtain priority or preference over any other Holders or to enforce any right
under this Indenture, except in the manner herein provided and for the equal and
ratable benefit of all the Holders.

SECTION 508. Unconditional Right of Holders to Receive Principal and Interest;
Capital Security Holders' Rights.

Notwithstanding any other provision in this Indenture, the
Holder of any Security shall have the right, which is absolute and
unconditional, to receive payment of the principal of and (subject to Section
307) interest on such Security on the Stated Maturity expressed in such Security
(or, in the case of redemption, on the Redemption Date) and to institute suit
for the enforcement of any such payment, and such rights shall not be impaired
without the consent of such Holder.

If an Event of Default constituting the failure to pay
interest or principal on the Securities on the date such interest or principal
is otherwise payable has occurred and is continuing, then a holder of Capital
Securities may directly institute a proceeding (a "Direct Action") for
enforcement of payment to such holder directly of the principal of or interest
on the Securities having a principal amount equal to the aggregate liquidation
amount of the Capital Securities as such holder on or after the respective due
date specified in the Securities. The Company may not amend this Section without
the prior written consent of the
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holders of all of the Capital Securities. Notwithstanding any payment made to
such holder of Capital Securities by the Company in connection with such a
Direct Action, the Company shall remain obligated to pay the principal of or
interest on the Securities held by the Trust or the Property Trustee and the
Company shall be subrogated to the rights of the holder of such Capital
Securities with respect to payments on the Capital Securities to the extent of
any payments made by the Company to such holder in any Direct Action. The
holders of Capital Securities will not be able to exercise directly any other
remedy available to the Holders of the Securities.

SECTION 509. Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to
enforce any right or remedy under this Indenture and such proceeding has been
discontinued or abandoned for any reason, or has been determined adversely to
the Trustee or to such Holder, then and in every such case, subject to any
determination in such proceeding, the Company, the Trustee and the Holders shall
be restored severally and respectively to their former positions hereunder and
thereafter all rights and remedies of the Trustee and the Holders shall continue
as though no such proceeding had been instituted.

SECTION 510. Rights and Remedies Cumulative.

Except as otherwise provided with respect to the replacement
or payment of mutilated, destroyed, lost or stolen Securities in the last
paragraph of Section 306, no right or remedy herein conferred upon or reserved
to the Trustee or to the Holders is intended to be exclusive of any other right
or remedy, and every right and remedy shall, to the extent permitted by law, be
cumulative and in addition to every other right and remedy given hereunder or
now or hereafter existing at law or in equity or otherwise. The assertion or
employment of any right or remedy hereunder, or otherwise, shall not prevent the
concurrent assertion or employment of any other appropriate right or remedy.

SECTION 511. Delay or Omission not Waiver.

No delay or omission of the Trustee or of any Holder of any
Security to exercise any right or remedy accruing upon any Event of Default
shall impair any such right or remedy or constitute a waiver of any such Event
of Default or an acquiescence therein. Every right and remedy given by this
Article or by law to the Trustee or to the Holders may be exercised from time to
time, and as often as may be deemed expedient, by the Trustee or by the Holders,
as the case may be.

SECTION 512. Control by Holders.

The Holders of a majority in principal amount of the
Outstanding Securities shall have the right to direct the time, method and place
of conducting any proceeding for any remedy available to the Trustee or
exercising any trust or power conferred on the Trustee, provided that
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(1) such direction shall not be in conflict with any rule of
law or with this Indenture; and

(2) the Trustee may take any other action deemed proper by the
Trustee which is not inconsistent with such direction.

SECTION 513. Waiver of Past Defaults.

Subject to Sections 902 and 1008 hereof, the Holders of not
less than a majority in principal amount of the Outstanding Securities may on
behalf of the Holders of all the Securities waive any past default hereunder and
its consequences, except a default

(1) in the payment of the principal of or interest on any
Security (unless such default has been cured and a sum sufficient to pay all
matured installments of interest and principal due otherwise than by
acceleration has been deposited with the Trustee); or

(2) in respect of a covenant or provision hereof which under
Article Nine cannot be modified or amended without the consent of the Holder of
each Outstanding Security affected;



PROVIDED, HOWEVER, that such waiver or modification to such waiver shall not be
effective until the holders of a majority in liquidation preference of Capital

Securities shall have consented to such waiver or modification to such waiver;

PROVIDED FURTHER, that if the consent of the Holder of each of the Outstanding

Securities is required, such waiver shall not be effective until each holder of
the Capital Securities shall have consented to such waiver.

Upon any such waiver, such default shall cease to exist,
effective as of the date specified in such waiver (and effective retroactively
to the date of default, if so specified) and any Event of Default arising
therefrom shall be deemed to have been cured, for every purpose of this
Indenture; but no such waiver shall extend to any subsequent or other default or
impair any right consequent thereon.

SECTION 514. Undertaking for Costs.

In any suit for the enforcement of any right or remedy under
this Indenture, or in any suit against the Trustee for any action taken,
suffered or omitted by it as Trustee, a court may require any party litigant in
such suit to file an undertaking to pay the costs of such suit, and any assess
costs against any such party litigant, in the manner and to the extent provided
in the Trust Indenture Act; PROVIDED, that neither this Section nor the Trust
Indenture Act shall be deemed to authorize any court to require such an
undertaking or to make such an assessment in any suit instituted by the Company
or the Trustee or in any suit for the enforcement of the right to receive the
principal of and interest on any Security.
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SECTION 515. Waiver of Stay or Extension Laws.

The Company covenants (to the extent that it may lawfully do
so) that it will not at any time insist upon, or plead, or in any manner
whatsoever claim or take the benefit or advantage of, any stay or extension law
wherever enacted, now or at any time hereafter in force, which may affect the
covenants or the performance of this Indenture; and the Company (to the extent
that it may lawfully do so) hereby expressly waives all benefit or advantage of
any such law and covenants that it will not hinder, delay or impede the
execution of any power herein granted to the Trustee, but will suffer and permit
the execution of every such power as though no such law had been enacted.

ARTICLE SIX
TRUSTEE
SECTION 601. Certain Duties and Responsibilities.

The duties and responsibilities of the Trustee shall be as
provided by the Trust Indenture Act. Notwithstanding the foregoing, no provision
of this Indenture shall require the Trustee to expend or risk its own funds or
otherwise incur any financial liability in the performance of any of its duties
hereunder, or in the exercise of any of its rights or powers, if it shall have
reasonable grounds for believing that repayment of such funds or adequate
indemnity against such risk or liability is not reasonably assured to it.
Whether or not therein expressly so provided, every provision of this Indenture
relating to the conduct or affecting the liability of or affording protection to
the Trustee shall be subject to the provisions of this Section.

SECTION 602. Notice of Defaults.

The Trustee shall give the Holders notice of any default
hereunder as and to the extent provided by the Trust Indenture Act; PROVIDED,
HOWEVER, that except in the case of a default in the payment of the principal of
or interest on any Security, the Trustee shall be protected in withholding such
notice if and so long as the board of directors, the executive committee or a
trust committee of directors and/or Responsible Officers of the Trustee in good
faith determine that the withholding of such notice is in the interests of the
Holders of Securities; PROVIDED, FURTHER, that in the case of any default of the
character specified in Section 501(3), no such notice to Holders shall be given
until at least 30 days after the occurrence thereof. For the purpose of this
Section, the term "default" means any event which is, or after notice or lapse
of time or both would become, an Event of Default. For purposes of this Section,
the Trustee shall not be deemed to have knowledge of a default unless the
Trustee has actual knowledge of such default or has received written notice of
such default in the manner contemplated by Section 105.



40

SECTION 603. Certain Rights of Trustee.
Subject to the provisions of Section 601:

(a) the Trustee may rely and shall be protected in acting or
refraining from acting upon any resolution, certificate, statement, instrument,
opinion, report, notice, request, direction, consent, order, bond, debenture,
note, other evidence of indebtedness or other paper or document believed by it
to be genuine and to have been signed or presented by the proper party or
parties;

(b) any request or direction of the Company mentioned herein
shall be sufficiently evidenced by a Company Request or Company Order and any
resolution of the Board of Directors may be sufficiently evidenced by a Board
Resolution;

(c) whenever in the administration of this Indenture the
Trustee shall deem it desirable that a matter be proved or established prior to
taking, suffering or omitting any action hereunder, the Trustee (unless other
evidence be herein specifically prescribed) may, in the absence of bad faith on
its part, rely upon an Officers' Certificate;

(d) the Trustee may consult with counsel of its choice and the
written advice of such counsel or any Opinion of Counsel shall be full and
complete authorization and protection in respect of any action taken, suffered
or omitted by it hereunder in good faith and in reliance thereon;

(e) the Trustee shall be under no obligation to exercise any
of the rights or powers vested in it by this Indenture at the request or
direction of any of the Holders pursuant to this Indenture, unless such Holders
shall have offered to the Trustee reasonable security or indemnity against the
costs, expenses and liabilities which might be incurred by it in compliance with
such request or direction;

(f) the Trustee shall not be bound to make any investigation
into the facts or matters stated in any resolution, certificate, statement,
instrument, opinion, report, notice, request, direction, consent, order, bond,
debenture, note, other evidence of indebtedness or other paper or document, but
the Trustee, in its discretion, may make such further inquiry or investigation
into such facts or matters as it may see fit, and, if the Trustee shall
determine to make such further inquiry or investigation, it shall be entitled to
examine the books, records and premises of the Company, personally or by agent
or attorney; and

(g) the Trustee may execute any of the trusts or powers
hereunder or perform any duties hereunder either directly or by or through
agents or attorneys and the Trustee shall not be responsible for any misconduct
or negligence on the part of any agent or attorney appointed with due care by it
hereunder.
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SECTION 604. Not Responsible for Recitals or Issuance of Securities.

The recitals contained herein and in the Securities, except
the Trustee's certificates of authentication, shall be taken as the statements
of the Company, and the Trustee assumes no responsibility for their correctness.
The Trustee makes no representations as to the validity or sufficiency of this
Indenture or of the Securities, the Trustee shall not be accountable for the use
or application by the Company of Securities or the proceeds thereof.

SECTION 605. Trustee and Other Agents may Hold Securities.

The Trustee, any Paying Agent, any Security Registrar, or any
other agent of the Company, in its individual or any other capacity, may become
the owner or pledge of Securities and, subject to Sections 608 and 613, may
otherwise deal with the Company with the same rights it would have if it were
not Trustee, Paying Agent, Security Registrar, or such other agent. Money held
by the Trustee in trust hereunder shall not be invested by the Trustee pending
distribution thereof to the holders of the Securities.

SECTION 606. Money Held in Trust.



Money held by the Trustee in trust hereunder need not be
segregated from other funds except to the extent required by law. The Trustee
shall be under no liability for interest on any money received by it hereunder
except as otherwise agreed in writing with the Company.

SECTION 607. Compensation; Reimbursement; and Indemnity.

The Company, in its capacity as the issuer of the Securities,
agrees

(1) to pay to the Trustee from time to time such reasonable
compensation as the Company and the Trustee shall from tine to time agree in
writing for all services rendered by it hereunder (which compensation shall not
be limited by any provision of law in regard to the compensation of a trustee of
an express trust);

(2) except as otherwise expressly provided herein, to
reimburse the Trustee upon its request for all reasonable expenses,
disbursements and advances incurred or made by the Trustee in accordance with
any provision of this Indenture (including the reasonable compensation and the
expenses and disbursements of its agents and counsel), except any such expense,
disbursement or advance as may be attributable to its negligence or bad faith;
and

(3) to indemnify each of the Trustee and any predecessor
Trustee for, and to hold it harmless against, any and all loss, damage, claim,
liability or expense, including taxes (other than taxes based on the income,
revenues or gross receipts of the Trustee) incurred without negligence or bad
faith on its part, arising out of or in connection with the acceptance or
administration of this trust or the trusts hereunder, including the costs and
expenses of defending itself against any claim or liability in connection with
the exercise or performance of any of its powers or duties hereunder.
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The obligations of the Company under this Section to
compensate the Trustee, to pay or reimburse the Trustee for expenses,
disbursements and advances and to indemnify and hold harmless the Trustee shall
constitute additional indebtedness hereunder and shall survive the satisfaction
and discharge of this Indenture. As security for the performance of such
obligations of the Company, the Trustee shall have a claim prior to the
Securities upon all property and lands held or collected by the Trustee as such,
except funds held in trust for the payment of principal of (and premiums, if
any, on) or interest on particular Securities.

SECTION 608. Disqualification; Conflicting Interests.

If the Trustee has or shall acquire a conflicting interest
within the meaning of the Trust Indenture Act, the Trustee shall either
eliminate such interest or resign, to the extent and in the manner provided by,
and subject to the provisions of, the Trust Indenture Act and this Indenture.

SECTION 609. Corporate Trustee Required; Eligibility.

There shall at all times be a Trustee hereunder which shall be
a Person that is eligible pursuant to the Trust Indenture Act and to act as such
and has a combined capital and surplus of at least $50,000,000 and has its
Corporate Trust Office in New York, New York. If such Person publishes reports
of condition at least annually, pursuant to law or to the requirements of said
supervising or examining authority, then for the purposes of this Section, the
combined capital and surplus of such Person shall be deemed to be its combined
capital and surplus as set forth in its most recent report of condition so
published. If at any time the Trustee shall cease to be eligible in accordance
with the provisions of this Section, it shall resign immediately in the manner
and with the effect hereinafter specified in this Article.

SECTION 610. Resignation and Removal; Appointment of Successor.

(a) No resignation or removal of the Trustee and no
appointment of a successor Trustee pursuant to this Article shall become
effective until the acceptance of appointment by the successor Trustee under
Section 611.

(b) The Trustee may resign at any time by giving written
notice thereof to the Company. If an instrument of acceptance by a successor
Trustee shall not have been delivered to the Trustee within 30 days after the
giving of such notice of resignation, the resigning Trustee may petition any
court of competent jurisdiction for the appointment of a successor Trustee.



(c) The Trustee may be removed at any time by Act of the
Holders of a majority in principal amount of the Outstanding Securities,
delivered to the Trustee and to the Company. If an instrument of acceptance by a
successor Trustee shall not have been delivered to the Trustee within 30 days
after the giving of such notice of removal, the removed Trustee may petition any
court of competent jurisdiction for the appointment of a successor Trustee.
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(d) If at any time:

(1) the Trustee shall fail to comply with Section 608
after written request therefor by the Company or by any Holder who has been a
bona fide Holder of a Security for at least six months, or

(2) the Trustee shall cease to be eligible under
Section 609 and shall fail to resign after written request therefor by the
Company or by any such Holder, or

(3) the Trustee shall become incapable of acting or
shall be adjudged a bankrupt or insolvent or a receiver of the Trustee or of its
property shall be appointed or any public officer shall take charge or control
of the Trustee or of its property or affairs for the purpose of rehabilitation,
conservation or liquidation, then, in any such case, (i) the Company by a Board
Resolution may remove the Trustee, or (ii) subject to Section 514, any Holder
who has been a bona fide Holder of a Security for at least six months may, on
behalf of himself and all others similarly situated, petition any court of
competent jurisdiction for the removal of the Trustee and the appointment of a
successor Trustee.

(e) If the Trustee shall resign, be removed or become
incapable of acting, or if a vacancy shall occur in the office of Trustee for
any cause, the Company, by a Board Resolution, shall promptly appoint a
successor Trustee. If, within one year after such resignation, removal or
incapability, or the occurrence of such vacancy, a successor Trustee shall be
appointed by Act of the Holders of a majority in principal amount of the
Outstanding Securities delivered to the Company and the Retiring Trustee, the
successor Trustee so appointed shall, forthwith upon its acceptance of such
appointment, become the successor Trustee and supersede the successor Trustee
appointed by the Company. If no successor Trustee shall have been so appointed
by the Company or the Holders and accepted appointment in the manner hereinafter
provided, any Holder who has been a bona fide Holder of a Security for at least
six months may, on behalf of himself and all others similarly situated, petition
any court of competent jurisdiction for the appointment of a successor Trustee.

(f) The Company shall give notice of each resignation and each
removal of the Trustee and each appointment of a successor Trustee to all
Holders in the manner provided in Section 106. Each notice shall include the
name of the successor Trustee and the address of its Corporate Trust Office.

SECTION 611. Acceptance of Appointment by Successor.

Every successor Trustee appointed hereunder shall execute,
acknowledge and deliver to the Company and to the retiring Trustee an instrument
accepting such appointment, and thereupon the resignation or removal of the
retiring Trustee shall become effective and such successor Trustee, without any
further act, deed or conveyance, shall become vested with all the rights,
powers, trusts and duties of the retiring Trustee; PROVIDED that, on request of
the Company or the successor Trustee, such retiring Trustee shall, upon payment
of its charges, execute and deliver an instrument transferring to such successor
Trustee all the rights, powers
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and trusts of the retiring Trustee and shall duly assign, transfer and deliver
to such successor Trustee all property and money held by such retiring Trustee
hereunder. Upon request of any such successor Trustee, the Company shall execute
any and all instruments for more fully and certainly vesting in and confirming
to such successor Trustee all such rights, powers and trusts.

No successor Trustee shall accept its appointment unless at
the time of such acceptance such successor Trustee shall be qualified and
eligible under this Article.



SECTION 612. Merger, Conversion, Consolidation or Succession to Business.

Any corporation into which the Trustee may be merged or
converted or with which it may be consolidated, or any corporation resulting
from any merger, conversion or consolidation to which the Trustee shall be a
party, or any corporation succeeding to all or substantially all the corporate
trust business of the Trustee, shall be the successor of the Trustee hereunder,
provided such corporation shall be otherwise qualified and eligible under this
Article, without the execution or filing of any paper or any further act on the
part of any of the parties hereto. In case any Securities shall have been
authenticated, but not delivered, by the Trustee then in office, any successor
by merger, conversion or consolidation to such authenticating Trustee may adopt
such authentication and deliver the Securities so authenticated with the same
effect as if such successor Trustee had itself authenticated such Securities.

SECTION 613. Preferential Collection of Claims Against Company.

If and when the Trustee shall be or becomes a creditor of the
Company (or any other obligor upon the Securities), the Trustee shall be subject
to the provisions of the Trust Indenture Act regarding the collection of claims
against the Company (or any such other obligor).

ARTICLE SEVEN
HOLDERS' LISTS AND REPORTS BY TRUSTEE AND COMPANY
SECTION 701. Company to Furnish Trustee Names and Addresses of Holders.

The Company will furnish or cause to be furnished to the
Trustee (a) semiannually, not later than June 30 and December 31 in each year, a
list, in such form as the Trustee may reasonably require, of the names and
addresses of the Holders to the extent the Company has knowledge thereof as of a
date not more than 15 days prior to the delivery thereof, and (b) at such other
times as the Trustee may request in writing, within 30 days after the receipt by
the Company of any such, a list of similar form and content as of a date not
more than 15 days prior to the time such list is furnished, excluding from any
such list names and addresses received by the Trustee in its capacity as
Security Registrar.

45

SECTION 702. Preservation of Information; Communications to Holders.

(a) The Trustee shall preserve, in as current a form as is
reasonably practicable, the names and addresses of Holders contained in the most
recent list furnished to the Trustee as provided in Section 701, and the names
and addresses of Holders received by the Trustee in its capacity as Security
Registrar. The Trustee may destroy any list furnished to it as provided in
Section 701 upon receipt of a new list so furnished.

(b) The rights of Holders to communicate with other Holders
with respect to their rights under this Indenture or under the Securities, and
the corresponding rights and duties of the Trustee, shall be provided by the
Trust Indenture Act.

(c) Every Holder of Securities, by receiving and holding the
same, agrees with the Company and the Trustee that neither the Company nor the
Trustee nor any agent of either of them shall be held accountable by reason of
any disclosure of information as to names and addresses of Holders made pursuant
to the Trust Indenture Act.

SECTION 703. Reports by Trustee.

(a) The Trustee shall transmit to Holders such reports concerning the
Trustee and its actions under this Indenture as may be required pursuant to the
Trust Indenture Act at the times and in the manner provided pursuant thereto.

(b) A copy of each such report shall, at the time of such transmission
to Holders, be filed by the Trustee with each stock exchange upon which the
Securities are listed, with the Commission and with the Company. The Company
will notify the Trustee when the Securities are listed on any stock exchange.

SECTION 704. Reports by Company.

The Company shall file with the Trustee and the Commission,
and transmit to Holders, such information, documents and other reports, and such
summaries thereof, as may be required pursuant to the Trust Indenture Act at the
times and in the manner provided pursuant to such Act; PROVIDED that any such



information, documents or reports required to be filed with the Commission
pursuant to Section 13(a) or 15(d) of the Securities and Exchange Act of 1934
shall be filed with the Trustee within 15 days after the same is so required to
be filed with the Commission.
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ARTICLE EIGHT
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE
SECTION 801. Company May Consolidate, Etc., Only on Certain Terms.

The Company shall not consolidate with or merge into any other
Person or convey, transfer or lease its properties and assets substantially as
an entirety to any Person, unless:

(1) the Person formed by such consolidation or into which the
Company is merged or the Person that acquires by conveyance or transfer, or
which leases, the properties and assets of the Company substantially as an
entirety shall be a corporation, partnership or trust, shall be organized and
existing under the laws of the United States of America or any State or the
District of Columbia, and shall expressly assume, by an indenture supplemental
hereto, executed and delivered to the Trustee, in form satisfactory to the
Trustee, the due and punctual payment of the principal of (and premium, if any)
and interest (including any additional interest) on all the Securities and the
performance of every covenant of this Indenture on the part of the Company to be
performed or observed;

(2) immediately after giving effect to such transaction, no
Event of Default, and no event which, after notice or lapse of time, or both,
would become an Event of Default, shall have happened and be continuing;

(3) for so long as Securities registered on the Securities
Register in the name of the Trust (or the Property Trustee) are outstanding,
such consolidation, merger, conveyance, transfer or lease is permitted under the
Declaration and the Guarantee and does not give rise to any breach or violation
of the Declaration or the Guarantee;

(4) any such lease shall provide that it will remain in effect
so long as any Securities are Outstanding; and

(5) the Company has delivered to the Trustee an Officers’
Certificate and an Opinion of Counsel each stating that such consolidation,
merger, conveyance, transfer or lease and any such supplemental indenture
complies with this Article and that all conditions precedent herein provided for
relating to such transaction have been complied with; and the Trustee, subject
to Section 601, may rely upon such Officers' Certificate and Opinion of Counsel
as conclusive evidence that such transaction complies with this Section 801.

SECTION 802. Successor Person Substituted.

Upon any consolidation or merger by the Company with or into
any other Person, or any conveyance, transfer or lease by the Company of its
properties and assets substantially as an entirety to any Person in accordance
with Section 801, the successor Person formed by such consolidation or into
which the Company is merged or to which such conveyance, transfer or lease is
made shall succeed to, and be substituted for, and may
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exercise every right and power of, the Company under this Indenture with the
same effect as if such successor Person had been named as the Company herein;
and in the event of any such conveyance, transfer or lease the Company shall be
discharged from all obligations and covenants under the Indenture and the
Securities and may be dissolved and liquidated.

Such successor Person may cause to be signed, and may issue
either in its own name or in the name of the Company, any or all of the
Securities issuable hereunder which theretofore shall not have been signed by
the Company and delivered to the Trustee; and, upon the order of such successor
Person instead of the Company and subject to all the terms, conditions and
limitations in this Indenture prescribed, the Trustee shall authenticate and



shall deliver any Securities which previously shall have been signed and
delivered by the officers of the Company to the Trustee for authentication
pursuant to such provisions and any Securities which such successor Person
thereafter shall cause to be signed and delivered to the Trustee on its behalf
for the purpose pursuant to such provisions. All the Securities so issued shall
in all respects have the same legal rank and benefit under this Indenture as the
Securities theretofore or thereafter issued in accordance with the terms of this
Indenture as though all of such Securities had been issued at the date of the
execution hereof.

ARTICLE NINE
SUPPLEMENTAL INDENTURES
SECTION 901. Supplemental Indentures Without Consent of Holders.

Without the consent of any Holders, the Company, when
authorized by a Board Resolution, and the Trustee, at any time and from time to
time, may enter into one or more indentures supplemental hereto, in form
satisfactory to the Trustee, for any of the following purposes:

(1) to evidence the succession of another Person to the
Company and the assumption by any such successor of the covenants of the Company
herein and in the Securities; or

(2) to add to the covenants of the Company for the benefit of
the Holders, or to surrender any right or power herein conferred upon the
Company; or

(3) to cure any ambiguity, to correct or supplement any
provision herein which may be inconsistent with any other provision herein, or
to make any other provisions with respect to matters or questions arising under
this Indenture which shall not be inconsistent with the provisions of this
Indenture, provided that such action pursuant to this clause (3) shall not
adversely affect the interests of the Holders of the Securities or, so long as
any of the Capital Securities shall remain outstanding, the holders of the
Capital Securities; or

(4) to comply with any requirement of the Commission in order
to effect or maintain the qualification of this Indenture under the Trust
Indenture Act, if so required.
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SECTION 902. Supplemental Indentures With Consent of Holders.

With the consent of the Holders of not less than a majority in
principal amount of the Outstanding Securities, by Act of said Holders delivered
to the Company and the Trustee, the Company, when authorized by a Board
Resolution, and the Trustee may enter into an indenture or indentures
supplemental hereto for the purpose of adding any provisions to or changing in
any manner or eliminating any of the provisions of this Indenture or of
modifying in any manner the rights of the Holders under this Indenture;
PROVIDED, HOWEVER, that no such supplemental indenture shall, without the
consent of the Holder of each Outstanding Security affected thereby,

(1) except to the extent permitted and subject to the
conditions set forth in Section 301 with respect to the extension of the Stated
Maturity of the Securities, change the Stated Maturity of, the principal of, or
any installment of interest on, any Security, or reduce the principal amount
thereof or the rate of interest thereon, or change the place of payment where,
or the coin or currency in which, any Security or interest thereon is payable,
or impair the right to institute suit for the enforcement of any such payment on
or after the Stated Maturity thereof (or, in the case of redemption, on or after
the Redemption Date), or modify the provisions of this Indenture with respect to
the subordination of the Securities in a manner adverse to the Holders,

(2) reduce the percentage in principal amount of the
Outstanding Securities, the consent of whose Holders is required for any such
supplemental indenture, or the consent of whose Holders is required for any
waiver (of compliance with certain provisions of this Indenture or certain
defaults hereunder and their consequences) provided for in this Indenture, or

(3) modify any of the provisions of this Section, Section 513
or Section 1008, except to increase any such percentage or to provide that
certain other provisions of this Indenture cannot be modified or waived without
the consent of the Holder of each Outstanding Security affected thereby;



PROVIDED, that, so long as any of the Capital Securities remains outstanding, no
such amendment shall be made that adversely affects the holders of the Capital
Securities, and no termination of this Indenture shall occur, and no waiver of
any Event of Default or compliance with any covenant under this Indenture shall
be effective, without the prior consent of the holders of at least a majority of
the aggregate liquidation preference of the outstanding Capital Securities
unless and until the principal of and any premium on the Securities and all
accrued and unpaid interest thereon have been paid in full.

It shall not be necessary for any Act of Holders under this
Section to approve the particular form of any proposed supplemental indenture,
but it shall be sufficient if such Act shall approve the substance thereof.

SECTION 903. Execution of Supplemental Indentures.
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In executing, or accepting the additional trust created by,
any supplemental indenture permitted by this Article or the modifications
thereby of the trusts created by this Indenture, the Trustee shall be entitled
to receive, and (subject to Section 601) shall be fully protected in relying
upon, an Opinion of Counsel stating that the execution of such supplemental
indenture is authorized or permitted by this Indenture. The Trustee may, but
shall not be obligated to, enter into such supplemental indenture which affects
the Trustee's own rights, duties or immunities under this Indenture or
otherwise.

SECTION 904. Effect of Supplemental Indentures.

Upon the execution of any supplemental indenture under this
Article, this Indenture shall be modified in accordance therewith, and such
supplemental indenture shall form a part of this Indenture for all purposes; and
every Holder of Securities theretofore or thereafter authenticated and delivered
hereunder shall be bound thereby.

SECTION 905. Conformity With Trust Indenture Act.

Every supplemental indenture executed pursuant to this Article
shall conform to the requirements of the Trust Indenture Act.

SECTION 906. Reference in Securities to Supplemental Indentures.

Securities authenticated and delivered after the execution of
any supplemental indenture pursuant to this Article may, and shall if required
by the Trustee, bear a notation in form approved by the Trustee as to any matter
provided for in such supplemental indenture. If the Company shall so determine,
new Securities so modified as to conform, in the opinion of the Trustee and the
Company, to any such supplemental indenture may be prepared and executed by the
Company and authenticated and delivered by the Trustee in exchange for
Outstanding Securities.

ARTICLE TEN
COVENANTS
SECTION 1001. Payment of Principal and Interest.

The Company will duly and punctually pay the principal of and
interest on the Securities in accordance with the terms of the Securities and
this Indenture.

SECTION 1002. Maintenance of Office or Agency.

The Company will maintain in The City of New York an office or
agency where Securities may be presented or surrendered for registration of
transfer or exchange, where Securities may be surrendered for conversion and

where notices and demands to or upon the Company in respect of the Securities
and this Indenture may be served. The
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Company will give prompt written notice to the Trustee of the location, and any
change in location, of such office or agency. If at any time the Company shall



fail to maintain any such required office or agency or shall fail to furnish the
Trustee with the address thereof, such presentations, surrenders, notices and
demands may be made or served at the Corporate Trust Office of the Trustee, and
the Company hereby appoints the Trustee as its agent to receive all such
presentations, surrenders, notices and demands.

The Company may also from time to time designate one or more
other offices or agencies in the United States where the Securities may be
presented or surrendered for any or all such purposes and may from time to time
rescind such designations; PROVIDED, HOWEVER, that no such designation or
rescission shall in any manner relieve the Company of its obligation to maintain
an office or agency in the United States for such purposes. The Company will
give prompt written notice to the Trustee of any such designation or rescission
and of any change in the location of any such other office or agency.

SECTION 1003. Money for Security Payments to be Held in Trust.

If the Company shall at any time act as its own Paying Agent,
it will, on, or at the option of the Company, or before each due date of the
principal of or interest on any of the Securities, segregate and hold in trust
for the benefit of the Persons entitled thereto a sum sufficient to pay the
principal or interest so becoming due until such sums shall be paid to such
Persons or otherwise disposed of as herein provided and will promptly notify the
Trustee of its action or failure so to act. In such case the Company shall not
invest the amount so segregated and held in trust pending the distribution
thereof.

Whenever the Company shall have one or more Paying Agents, it
will, on or prior to each due date of the principal of or interest on any
Securities, deposit with a Paying Agent a sum sufficient to pay such amount,
such sum to be held as provided by the Trust Indenture Act, and (unless such
Paying Agent is the Trustee) the Company will promptly notify the Trustee of its
action or failure so to act; PROVIDED, HOWEVER, that any such deposit on a due
date shall be initiated prior to 1:00 p.m. (New York time) in same-day funds.

The Company will cause each Paying Agent other than the
Trustee to execute and deliver to the Trustee an instrument in which such Paying
Agent shall agree with the Trustee, subject to the provisions of this Section,
that such Paying Agent will (i) comply with the provisions of the Trust
Indenture Act applicable to it as a Paying Agent and (ii) during the continuance
of any default by the Company (or any other obligor upon the Securities) in the
making of any payment in respect of the Securities, upon the written request of
the Trustee, forthwith pay to the Trustee all sums held in trust by such Paying
Agent as such.

The Company may at any time, for the purpose of obtaining the
satisfaction and discharge of this Indenture or for any other purpose, pay, or
by Company Order direct any Paying Agent to pay, to the Trustee all sums held in
the trust by the Company or such Paying Agent, such sums to be held by the
Trustee upon the same trusts as those upon which such sums were held by the
Company or such Paying Agent; and, upon such payment by any
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Paying Agent to the Trustee, such Payment Agent shall be released from all
further liability with respect to such money.

Any money deposited with the Trustee or any Paying Agent, or
then held by the Company, in trust for the payment of the principal or interest
that has become due and payable shall be paid to the Company on Company Request,
or (if then held by the Company) shall be discharged from such trust; and the
Holder of such Security shall thereafter, as an unsecured general creditor, look
only to the Company for payment thereof, and all liability of the Trustee or
such Paying Agent with respect to such trust money, and all liability of the
Company as trustee thereof, shall thereupon cease.

SECTION 1004. Statements by Officers as to Default.

The Company will deliver to the Trustee, within 120 days after
the end of each fiscal year of the Company ending after the date hereof, an
Officers' Certificate, stating whether or not to the best knowledge of the
signers thereof the Company is in default in the performance and observance of
any of the material terms, provisions and conditions of this Indenture (without
regard to any period of grace or requirement of notice provided hereunder) and,
if the Company shall be in default, specifying all such defaults and the nature
and status thereof of which they may have knowledge.

SECTION 1005. Existence.

Subject to Article Eight, the Company will do or cause to be



done all things necessary to preserve and keep in full force and effect its
existence, rights (charter and statutory) and franchises; PROVIDED, HOWEVER,
that the Company shall not be required to preserve any such right or franchise
if the Board of Directors shall determine that the preservation thereof is no
longer desirable in the conduct of the business of the Company and that the loss
thereof is not disadvantageous in any material respect to the Holders and, while
any Capital Securities are outstanding, the holders of the Capital Securities.

SECTION 1006. Maintenance of Properties.

The Company will cause all properties used or useful in the
conduct of its business or the business of any Subsidiary to be maintained and
kept in good condition, repair and working order and supplied with all necessary
equipment and will cause to be made all necessary repairs, renewals,
replacements, betterments and improvements thereof, all as in the judgment of
the Company may be necessary so that the business carried on in connection
therewith may be properly and advantageously conducted at all times; PROVIDED,
HOWEVER, that nothing in this Section shall prevent the Company from
discontinuing the operation or maintenance of any such properties if such
discontinuance is, in the judgment of the Company, desirable in the conduct of
its business or the business of any Subsidiary and not disadvantageous in any
material respect to the Holders.
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SECTION 1007. Payment of Taxes and Other Claims.

The Company will pay or discharge or cause to be paid or
discharged, before the same shall become delinquent, (1) all taxes, assessments
and governmental charges levied or imposed upon the Company or any Subsidiary or
upon the income, profits or property of the Company or any Subsidiary, and (2)
all lawful claims for labor, materials and supplies which, if unpaid, might by
law become a lien upon the property of the Company or any Subsidiary that
comprise more than 10% of the assets of the Company and its Subsidiaries, taken
as a whole; PROVIDED, HOWEVER, that the Company shall not be required to pay or
discharge or cause to be paid or discharged any such tax, assessment, charge or
claim whose amount, applicability or validity is being contested in good faith
by appropriate proceedings.

SECTION 1008. Waiver of Certain Covenants.

Except as otherwise specified as contemplated by Section 301
for Securities, the Company may, with respect to the Securities, omit in any
particular instance to comply with any term, provision or condition set forth in
any covenant provided pursuant to Section 901(2) for the benefit of the Holders
if before the time for such compliance the Holders of at least a majority in
principal amount of the Outstanding Securities shall, by Act of such Holders,
either waive such compliance in such instance or generally waive compliance with
such term, provision or condition, but no waiver shall extend to or affect such
term, provision or condition except to the extent so expressly waived, and,
until such waiver shall become effective, the obligations of the Company and the
duties of the Trustee in respect of any such term, provision or condition shall
remain in full force and effect.

SECTION 1009. Payment of the Trust's Costs and Expenses.

Since the Trust is being formed solely to facilitate an
investment in the Securities, the Company, in its capacity as the issuer of the
Securities, hereby covenants to pay all debts and obligations (other than with
respect to the Capital Securities and Common Securities) and all costs and
expenses of the Trust (including, but not limited to, all costs and expenses
relating to the organization of the Trust, the fees and expenses of the Trustees
and all costs and expenses relating to the operation of the Trust) and to pay
any and all taxes, duties, assessments or governmental charges of whatever
nature (other than withholding taxes) imposed on the Trust by the United States,
or any other taxing authority, so that the net amounts received and retained by
the Trust and the Property Trustee after paying such expenses will be equal to
the amounts the Trust and the Property Trustee would have received had no such
costs or expenses been incurred by or imposed on the Trust. The foregoing
obligations of the Company are for the benefit of, and shall be enforceable by,
any person to whom any such debts, obligations, costs, expenses and taxes are
owed (each, a "Creditor") whether or not such Creditor has received notice
thereof. Any such Creditor may enforce such obligations of the Company directly
against the Company, and the Company irrevocably waives any right or remedy to
require that any such Creditor take any action against the Trust or any other
person before proceeding against the Company. The Company shall execute such
additional agreements as may be necessary or desirable to give full effect to
the foregoing. The obligations of the Company to pay all the debts, obligations,
costs and
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expenses of the Trust (other than with respect to the Capital Securities and the
Common Securities) shall constitute additional indebtedness hereunder and shall
survive the satisfaction and discharge of this Indenture.

ARTICLE ELEVEN
SUBORDINATION OF SECURITIES
SECTION 1101. Securities Subordinate to Indebtedness.

The Company covenants and agrees, and each Holder of a
Security, by his acceptance thereof, likewise covenants and agrees, that, to the
extent and in the manner hereinafter set forth in this Article (subject to
Article Four), the payment of the principal of and interest on each and all of
the Securities are hereby expressly made subordinate and subject in right of
payment to the prior payment in full in cash of all Indebtedness.

This Article Eleven shall constitute a continuing offer to all
persons who become holders of, or continue to hold, Indebtedness, and such
provisions are made for the benefit of the holders of Indebtedness and such
holders are made obligees hereunder and any one or more of them may enforce such
provisions. Holders of Indebtedness need not prove reliance on the subordination
provisions hereof.

SECTION 1102. Default on Indebtedness.

In the event and during the continuation of any default in the
payment of principal, premium, interest or any other payment due on any
Indebtedness, or in the event that any event of default with respect to any
Indebtedness shall have occurred and be continuing and shall have resulted in
such Indebtedness becoming or being declared due and payable prior to the date
on which it would otherwise have become due and payable (unless and until such
event of default shall have been cured or waived or shall have ceased to exist
and such acceleration shall have been rescinded or annulled) or in the event any
judicial proceeding shall be pending with respect to any such default in payment
or such event of default, then no payment shall be made by the Company with
respect to the principal (including redemption payments) of, or interest on, the
Securities.

In the event that, notwithstanding the foregoing, any payment
shall be received by the Trustee or any Holder when such payment is prohibited
by the preceding paragraph of this Section 1102, such payment shall be held in
trust for the benefit of, and shall be paid over or delivered to, the holders of
Indebtedness or their respective representatives, or to the trustee or trustees
under any indenture pursuant to which any of such Indebtedness may have been
issued, as their respective interests may appear, but only to the extent that
the holders of the Indebtedness (or their representative or representatives or a
trustee) notify the Trustee within 90 days of such payment of the amounts then
due and owing on the Indebtedness and only the amounts specified in such notice
to the Trustee shall be paid to the holders of Indebtedness.
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SECTION 1103. Prior Payment of Indebtedness Upon Acceleration of Securities.

In the event that the Securities are declared due and payable
before their Stated Maturity, then and in such event the holders of the
Indebtedness outstanding at the time such Securities so become due and payable
shall be entitled to receive payment in full of all amounts then due on or in
respect of such Indebtedness (including any amounts due upon acceleration), or
provision shall be made for such payment in cash or cash equivalents or
otherwise in a manner satisfactory to the holders of Indebtedness, before the
Holders of the Securities are entitled to receive any payment or distribution of
any kind or character, whether in cash, properties or securities, by the Company
on account of the principal of or interest on the Securities or on account of
the purchase or other acquisition of Securities by the Company or any
Subsidiary; PROVIDED, HOWEVER, that holders of Indebtedness shall not be
entitled to receive payment of any such amounts to the extent that such holders
would be required by the subordination provisions of such Indebtedness to pay
such amounts over to the obligees on trade accounts payable or other liabilities



arising in the ordinary course of the Company's business.

In the event that, notwithstanding the foregoing, any payment
shall be received by the Trustee or any Holder when such payment is prohibited
by the preceding paragraph of this Section 1103, such payment shall be held in
trust for the benefit of, and shall be paid over or delivered to, the holders of
Indebtedness or their respective representatives, or to the trustee or trustees
under any indenture pursuant to which any of such Indebtedness may have been
issued, as their respective interests may appear, but only to the extent that
the holders of the Indebtedness (or their representative or representatives or a
trustee) notify the Trustee within 90 days of such payment of the amounts then
due and owing on the Indebtedness and only the amounts specified in such notice
to the Trustee shall be paid to the holders of Indebtedness.

SECTION 1104. Ligquidation; Dissolution; Bankruptcy.

Upon any payment by the Company, or distribution of assets of
the Company of any kind or character, whether in cash, property or securities,
to creditors upon any dissolution or winding-up or liquidation or reorganization
of the Company, whether voluntary or involuntary or in bankruptcy, insolvency,
receivership or other proceedings, all principal of, and premium, if any, and
interest due or to become due upon all Indebtedness (including interest after
the commencement of any bankruptcy, insolvency, receivership or other
proceedings at the rate specified in the applicable Indebtedness, whether or not
such interest is an allowable claim in any such proceeding) shall first be paid
in full, or payment thereof provided for in money in accordance with its terms,
before any payment is made on account of the principal or interest on the
Securities; and upon any such dissolution or winding-up or liquidation or
reorganization any payment by the Company, or distribution of substantially all
of the assets of the Company of any kind or character, whether in cash, property
or securities, to which the Holders of the Securities or the Trustee would be
entitled, except for the provisions of this Article Eleven, shall be paid by the
Company or by any receiver, trustee in bankruptcy, liquidating trustee, agent or
other Person making such payment or distribution, or by the Holders of the
Securities or by the Trustee under this Indenture if received by them or
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it, directly to the holders of Indebtedness (pro rata to such holders on the
basis of the respective amounts of Indebtedness held by such holders, as
calculated by the Company) or their representative or representatives, or to the
trustee or trustees under any indenture pursuant to which any instruments
evidencing any Indebtedness may have been issued, as their respective interests
may appear, to the extent necessary to pay all Indebtedness in full (including
interest after the commencement of any bankruptcy, insolvency, receivership or
other proceedings at the rate specified in the applicable Indebtedness, whether
or not such interest is in an allowable claim in any such proceeding) or to
provide for such payment in money in accordance with its terms, after giving
effect to any concurrent payment or distribution to or for the holders of
Indebtedness, before any payment or distribution is made to the Holders of
Securities or to the Trustee; PROVIDED, HOWEVER, that such holders of
Indebtedness shall not be entitled to receive payment of any such amounts to the
extent that such holders would be required by the subordination provisions of
such Indebtedness to pay such amounts over to the obligees on trade accounts
payable or other liabilities arising in the ordinary course of the Company's
business.

In the event that, notwithstanding the foregoing, any payment
or distribution of assets of the Company of any kind or character, whether in
cash, property or securities, prohibited by the foregoing, shall be received by
the Trustee or the Holders of the Securities before all Indebtedness is paid in
full (including interest after commencement of any bankruptcy, insolvency,
receivership or other proceedings at the rate specified in the applicable
Indebtedness, whether or not such interest is an allowable claim in any such
proceeding), or provision is made for such payment in money in accordance with
its terms, such payment or distribution shall be held in trust for the benefit
of and shall be paid over or delivered to the holders of Indebtedness or their
representative or representatives, or to the trustee or trustees under any
indenture pursuant to which any instruments evidencing any Indebtedness may have
been issued, as their respective interests may appear, as calculated by the
Company, for application to the payment of all Indebtedness remaining unpaid to
the extent necessary to pay all Indebtedness in full in money in accordance with
its terms, after giving effect to any concurrent payment or distribution to or
for the holders of such Indebtedness.

Any holder of Indebtedness may file any proof of claim or
similar instrument on behalf of the Trustee and the Holders if such instrument
has not been filed by the date which is 30 days prior to the date specified for
filing thereof.



For purposes of this Article Eleven, the words "cash, property
or securities" shall not be deemed to include shares of stock of the Company as
reorganized or readjusted, or securities of the Company or any other corporation
provided for by a plan of reorganization or readjustment, the payment of which
is subordinated at least to the extent provided in this Article Eleven with
respect to the Securities to the payment of all Indebtedness that may at the
time be outstanding, PROVIDED, HOWEVER, that (i) the Indebtedness is assumed by
the new corporation, if any, resulting from any such reorganization or
readjustment, and (ii) the rights of the holders of the Indebtedness are not,
without the consent of such holders, altered by such reorganization or
readjustment. The consolidation of the Company with, or merger of the Company
into, another corporation or the liquidation or
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dissolution of the Company following the conveyance or transfer of its property
as an entirety, or substantially as an entirety, to another corporation upon the
terms and conditions provided for in Article Eight hereof shall not be deemed a
dissolution, winding-up, liquidation or reorganization for the purposes of this
Section 1103 if such other corporation shall, as a part of such consolidation,
merger, conveyance or transfer, comply with the conditions stated in Article
Eight hereof. Nothing in Section 1102 or in this Section 1103 shall apply to
claims of, or payments to, the Trustee under or pursuant to Section 607.

SECTION 1105. Subrogation.

Subject to the payment in full of all Indebtedness to the
extent provided in Sections 1103 and 1104, the rights of the Holders of the
Securities shall be subrogated to the rights of the holders of Indebtedness to
receive payments or distributions of cash, property or securities of the Company
applicable to the Indebtedness until the principal of (and premium, if any) and
interest on the Securities shall be paid in full; and, for the purposes of such
subrogation, no payments or distributions to the holders of the Indebtedness of
any cash, property or securities to which the Holders of the Securities or the
Trustee would be entitled except for the provisions of this Article Eleven,
shall, as between the Company, its creditors other than holders of Indebtedness,
and the Holders of the Securities, be deemed to be a payment by the Company to
or on account of the Indebtedness. It is understood that the provisions of this
Article Eleven are and are intended solely for the purposes of defining the
relative rights of the Holders of the Securities, on the one hand, and the
holders of the Indebtedness on the other hand.

Nothing contained in this Article Eleven or elsewhere in this
Indenture or in the Securities is intended to or shall impair, as between the
Company, its creditors other than the holders of Indebtedness, and the Holders
of the Securities, the obligation of the Company, which is absolute and
unconditional, to pay to the Holders of the Securities the principal of (and
premium, if any) and interest on the Securities as and when the same shall
become due and payable in accordance with their terms, or is intended to or
shall affect the relative rights of the Holders of the Securities and creditors
of the Company other than the holders of the Indebtedness, nor shall anything
herein or therein prevent the Trustee or the Holder of any Security from
exercising all remedies otherwise permitted by applicable law upon default under
this Indenture, subject to the rights, if any, under this Article Eleven of the
holders of Indebtedness in respect of cash, property or securities of the
Company received upon the exercise of any such remedy.

Upon any payment or distribution of assets of the Company
referred to in this Article Eleven, the Trustee, subject to the provisions of
Section 601, and the Holders of the Securities, shall be entitled to rely upon
any order or decree made by any court of competent jurisdiction in which such
dissolution, winding-up, liquidation or reorganization proceedings are pending,
or a certificate of the receiver, trustee in bankruptcy, liquidation trustee,
agent or other Person making such payment or distribution, delivered to the
Trustee or to the Holders of the Securities, for the purposes of ascertaining
the Persons entitled to participate in such distribution, the holders of the
Indebtedness and other indebtedness of the Company, the
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amount thereof or payable thereon, the amount or amounts paid or distributed
thereon and all other facts pertinent thereto or to this Article Eleven.

SECTION 1106. Trustee to Effectuate Subordination.



Each Holder of a Security by acceptance thereof authorizes and
directs the Trustee on such Holder's behalf to take such action as may be
necessary or appropriate to effectuate the subordination provided in this
Article Eleven and appoints the Trustee such Holder's attorney-in-fact for any
and all such purposes.

SECTION 1107. Notice by the Company.

The Company shall give prompt written notice to a Responsible
Officer of the Trustee of any fact known to the Company that would prohibit the
making of any payment of monies to or by the Trustee in respect of the
Securities pursuant to the provisions of this Article Eleven. Notwithstanding
the provisions of this Article Eleven or any other provision of this Indenture,
the Trustee shall not be charged with knowledge of the existence of any facts
that would prohibit the making of any payment of monies to or by the Trustee in
respect of the Securities pursuant to the provisions of this Article Eleven,
unless and until a Responsible Officer of the Trustee shall have received
written notice thereof at the Corporate Trust Office of the Trustee from the
Company or a holder or holders of Indebtedness or from any trustee therefor; and
before the receipt of any such written notice, the Trustee, subject to the
provisions of Section 601, shall be entitled in all respects to assume that no
such facts exist; PROVIDED, HOWEVER, that if the Trustee shall not have received
the notice provided for in this Section 1106 at least two Business Days prior to
the date upon which by the terms hereof any money may become payable for any
purpose (including, without limitation, the payment of the principal of (or
premium, if any) or interest on any Security), then, anything herein contained
to the contrary notwithstanding, the Trustee shall have full power and authority
to receive such money and to apply the same to the purposes for which they were
received, and shall not be affected by any notice to the contrary that may be
received by it within two Business Days prior to such date.

The Trustee, subject to the provisions of Section 601, shall
be entitled to rely on the delivery to it of a written notice by a Person
representing himself to be a holder of Indebtedness (or a trustee on behalf of
such holder) to establish that such notice has been given by a holder of
Indebtedness or a trustee on behalf of any such holder or holders. In the event
that the Trustee determines in good faith that further evidence is required with
respect to the right of any Person as a holder of Indebtedness to participate in
any payment or distribution pursuant to this Article Eleven, the Trustee may
request such Person to furnish evidence to the reasonable satisfaction of the
Trustee as to the amount of Indebtedness held by such Person, the extent to
which such Person is entitled to participate in such payment or distribution and
any other facts pertinent to the rights of such Person under this Article
Eleven, and if such evidence is not furnished the Trustee may defer any payment
to such Person pending judicial determination as to the right of such Person to
receive such payment.
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SECTION 1108. Rights of the Trustee; Holders of Indebtedness.

The Trustee in its individual capacity shall be entitled to
all the rights set forth in this Article Eleven in respect of any Indebtedness
at any time held by it, to the same extent as any other holder of Indebtedness,
and nothing in this Indenture shall deprive the Trustee of any of its rights as
such holder.

With respect to the holders of Indebtedness, the Trustee
undertakes to perform or to observe only such of its covenants and obligations
as are specifically set forth in this Article Eleven, and no implied covenants
or obligations with respect to the holders of Indebtedness shall be read into
this Indenture against the Trustee. The Trustee shall not be deemed to owe any
fiduciary duty to the holders of Indebtedness and, subject to the provisions of
Section 601, the Trustee shall not be liable to any holder of Indebtedness if it
shall pay over or deliver to holders of Securities, the Company or any other
Person money or assets to which any holder of Indebtedness shall be entitled by
virtue of this Article Eleven or otherwise.

SECTION 1109. Subordination may not be Impaired.

No right of any present or future holder of any Indebtedness
to enforce subordination as herein provided shall at any time in any way be
prejudiced or impaired by any act or failure to act on the part of the Company
or by any act or failure to act, in good faith, by any such holder, or by any
noncompliance by the Company with the terms, provisions and covenants of this
Indenture, regardless of any knowledge thereof that any such holder may have or
otherwise be charged with.

Without in any way limiting the generality of the foregoing



paragraph, the holders of Indebtedness may, at any time and from time to time,
without the consent of or notice to the Trustee or the Holders of the
Securities, without incurring responsibility to the Holders of the Securities
and without impairing or releasing the subordination provided in this Article or
the obligations hereunder of the Holders of the Securities to the holders of
Indebtedness, do any one or more of the following: (i) change the manner, place
or terms of payment or extend the time of payment of, or renew or alter,
Indebtedness or otherwise amend or supplement in any manner Indebtedness or any
instrument evidencing the same or any agreement under which Indebtedness is
outstanding; (ii) sell, exchange, release or otherwise deal with any property
pledged, mortgaged or otherwise securing Indebtedness; (iii) release any Person
liable in any manner for the collection of Indebtedness; and (iv) exercise or
refrain from exercising any rights against the Company and any other Person.
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ARTICLE TWELVE
REDEMPTION OF SECURITIES
SECTION 1201. Optional Redemption; Conditions to Optional Redemption.

At any time on or after December 1, 2006, the Company shall
have the right, subject to the last paragraph of this Section 1201 and to the
receipt of any necessary prior approval of the Federal Reserve, to redeem the
Securities, in whole or in part, from time to time, at the Redemption Prices
(expressed as a percentage of the principal amount of such Securities) set forth
below, plus any accrued but unpaid interest to the Redemption Date, if redeemed
during the twelve-month period beginning on the December 1 of the years
indicated below:

Year Percentage
2006 104.030%
2007 103.627%
2008 103.224%
2009 102.821%
2010 102.418%
2011 102.015%
2012 101.612%
2013 101.209%
2014 100.806%
2015 100.403%

On or after December 1, 2016, the Redemption Price will be
100%, plus accrued and unpaid interest, if any, to the Redemption Date.

Prior to December 1, 2006, if a Special Event shall occur and
be continuing, the Company shall have the right, subject to the last paragraph
of this Section 1201 and to the receipt of any necessary prior approval of the
Federal Reserve, to redeem, upon not less than 30 days nor more than 60 days
notice, the Securities in whole, but not in part, at a Redemption Price equal to
the greater of (i) 100% of the principal amount of Securities then outstanding
and (ii) as determined by a Quotation Agent, the sum of the present values of
the principal amount and premium payable with respect to an optional redemption
on such Securities on December 1, 2006, together with scheduled payments of
interest from the Redemption Date to December 1, 2006 (the "Remaining Life")
discounted to the Redemption Date on a semi-annual basis (assuming a 360-day
year consisting of 30-day months) at the Adjusted Treasury Rate, plus, in each
case, accrued interest thereon to the Redemption Date.

For so long as the Trust is the Holder of all Securities
Outstanding, the proceeds of any redemption described in this Section 1201 shall
be used by the Trust to redeem Common Securities and Capital Securities in
accordance with their terms. The Company shall not redeem the Securities in part
unless all accrued and unpaid interest has
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been paid in full on all Securities outstanding for all semi-annual interest
periods terminating on or prior to the Redemption Date.

SECTION 1202. Applicability of Article.



Redemption of Securities at the election of the Company, as
permitted by Section 1201, shall be made in accordance with such provision and
this Article.

SECTION 1203. Election to Redeem; Notice to Trustee.

The election of the Company to redeem Securities pursuant to
Section 1201 shall be evidenced by a Board Resolution. In case of any redemption
at the election of the Company, the Company shall, at least 45 (unless a shorter
notice period shall be satisfactory to the Trustee) days and no more than 60
days prior to the Redemption Date fixed by the Company, notify the Trustee of
such Redemption Date and of the principal amount of Securities to be redeemed
and provide a copy of the notice of redemption given to Holders of Securities to
be redeemed pursuant to Section 1205.

SECTION 1204. Selection by Trustee of Securities to be Redeemed.

If less than all the Securities are to be redeemed (unless
such redemption affects only a single Security), the particular Securities to be
redeemed shall be selected by lot (or such other method of selection as the
Trustee may customarily employ) not more than 60 days prior to the Redemption
Date by the Trustee, from the Outstanding Securities not previously called for
redemption.

The Trustee shall promptly notify the Company in writing of
the Securities selected for redemption as aforesaid and, in case of any
Securities selected for partial redemption as aforesaid, the principal amount
thereof to be redeemed.

The provisions of the two preceding paragraphs shall not apply
with respect to any redemption affecting only a single Security, whether such
Security is to be redeemed in whole or in part. In the case of any such
redemption in part, the unredeemed portion of the principal amount of the
Security shall be in an authorized denomination (which shall not be less than
the minimum authorized denomination) for such Security.

For all purposes of this Indenture, unless the context
otherwise requires, all provisions relating to the redemption of Securities
shall relate, in the case of any Securities redeemed or to be redeemed only in
part, to the portion of the principal amount of such Securities which has been
or is to be redeemed.

SECTION 1205. Notice of Redemption.

Notice of redemption shall be given by first-class mail,
postage prepaid, mailed not less than 30 nor more than 60 days prior to the
Redemption Date, to each Holder of Securities to be redeemed, at his address
appearing in the Security Register.
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All notices of redemption shall identify the Securities to be
redeemed (including CUSIP number) and shall state:

(1) the Redemption Date,
(2) the Redemption Price,

(3) that on the Redemption Date the Redemption Price will
become due and payable upon each such Security to be redeemed and that interest
thereon will cease to accrue on and after said date, and

(4) the place or places where such Securities are to be
surrendered for payment of the Redemption Price.

Notice of redemption of Securities to be redeemed at the
election of the Company shall be given by the Company or, at the Company's
request, by the Trustee in the name and at the expense of the Company.

SECTION 1206. Deposit of Redemption Price.

On or prior to any Redemption Date, the Company shall deposit
with the Trustee or with a Paying Agent (or, if the Company is acting as its own
Paying Agent, segregate and hold in trust as provided in Section 1003) an amount
of money sufficient to pay the Redemption Price of, and (except if the
Redemption Date shall be an Interest Payment Date) accrued interest on, all the
Securities which are to be redeemed on that date; PROVIDED, HOWEVER, that any
such deposit on a Redemption Date shall be initiated prior to 1:00 p.m.



(New York time) in same-day funds.
SECTION 1207. Securities Payable on Redemption Date.

Notice of redemption having been given as aforesaid, the
Securities so to be redeemed shall, on the Redemption Date, become due and
payable at the Redemption Price therein specified, and from and after such date
(unless the Company shall default in the payment of the Redemption Price and
accrued interest) such Securities shall cease to bear interest. Upon surrender
of any such Security for redemption in accordance with said notice, such
Security shall be paid by the Company at the Redemption Price, together with
accrued interest to the Redemption Date; PROVIDED, HOWEVER, that installments of
interest whose Stated Maturity is on or prior to the Redemption Date shall be
payable to the Holders of such Securities, or one or more Predecessor
Securities, registered as such at the close of business on the relevant Record
Dates according to their terms and the provisions of Section 307.

If any Security called for redemption shall not be so paid
upon surrender thereof for redemption, the principal shall, until paid, bear
interest from the Redemption Date at the rate borne by the Security.

SECTION 1208. Securities Redeemed in Part.
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Any Security which is to be redeemed only in part shall be
surrendered at a place of payment therefor (with, if the Company or the Trustee
so requires, due endorsement by, or a written instrument of transfer in form
satisfactory to the Company and the Trustee duly executed by, the Holder
therefor or his attorney duly authorized in writing), and the Company shall
execute, and the Trustee shall authenticate and deliver to the Holder of such
Security without service charge, a new Security or Securities, of any authorized
denomination as requested by such Holder, in aggregate principal amount equal to
and in exchange for the unredeemed portion of the principal of the Security so
surrendered.
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This instrument may be executed in any number of counterparts,
each of which so executed shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused this
Indenture to be duly executed, and their respective corporate seals to be
hereunto affixed and attested, all as of the day and year first above written.

BARNETT BANKS, INC.

/s/ Hinton F. Nobles, Jr.
By:
Name : Hinton F. Nobles, Jr.
Title: Executive Vice President

/s/ Catherine C. Cosby

Attest:
Catherine C. Cosby
Secretary
THE FIRST NATIONAL BANK OF
CHICAGO
/s/ Mary R. Fonti
By:
Name: Mary R. Fonti
Title: Assistant Vice President
/s/ illegible signature
Attest:

Barnett Banks, Inc.
NB Holdings Corporation
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8.06% Junior Subordinated Debentures due 2026

FIRST SUPPLEMENTAL INDENTURE
Dated as of January 9, 1998

Supplementing the Indenture, dated
as of November 27, 1996, between
Barnett Banks, Inc. and
The First National Bank of Chicago,
a national banking association,
as Trustee

The First National Bank of Chicago,
Trustee

FIRST SUPPLEMENTAL INDENTURE, dated as of January 9, 1998 (the "First

Supplemental Indenture"), among NationsBank Corporation, a North Carolina
corporation ("NationsBank"), NB Holdings Corporation, a Delaware corporation
("Holdings"), Barnett Banks, Inc., a Florida corporation ("Barnett"), and The

First National Bank of Chicago, as Trustee (the "Trustee") under the Indenture
referred to herein;

WHEREAS, Barnett and the Trustee heretofore executed and delivered an
Indenture, dated as of November 27, 1996 (the "Indenture"); and

WHEREAS, pursuant to the Indenture Barnett issued and the Trustee
authenticated and delivered $300 million aggregate principal amount of 8.06%
Junior Subordinated Debentures, due 2026 (the "Securities"); and

WHEREAS, NationsBank, Holdings and Barnett have entered into the
Agreement and Plan of Merger, dated as of August 29, 1997, and amended as of
November 18, 1997, pursuant to which Barnett will merge with and into Holdings
(the "Barnett Merger") on the date hereof; and

WHEREAS, Section 801 of the Indenture provides that in the case of the
Barnett Merger, Holdings shall expressly assume by supplemental indenture all
the obligations under the Securities and the Indenture; and

WHEREAS, NationsBank, as the holder of 100% of the outstanding capital
stock of Holdings, desires to assume, jointly and severally with Holdings, all
of the rights and obligations under the Securities and Indenture that are
required to be assumed by Holdings pursuant to Section 801 of the Indenture; and

WHEREAS, Section 901 of the Indenture provides that Barnett and the
Trustee may amend the Indenture and the Securities without notice to or consent
of any Holders of the Securities in order to comply with Article Eight of the
Indenture; and

WHEREAS, this First Supplemental Indenture has been duly authorized by
all necessary corporate action on the part of each of NationsBank, Holdings and
Barnett.

NOW, THEREFORE, NationsBank, Holdings, Barnett and the Trustee agree as
follows for the equal and ratable benefit of the Holders of the Securities:

ARTICLE I
ASSUMPTION BY SUCCESSOR CORPORATION
AND ITS PARENT ENTITY

SECTION 1.1. Assumption of the Securities. NationsBank hereby expressly
assumes, jointly and severally with Holdings, the due and punctual payment of
the principal of and interest on the Securities and the performance of every
covenant of the Indenture on the part of Barnett to be performed or observed.

SECTION 1.2. Trustee's Acceptance. The Trustee hereby accepts this
First Supplemental Indenture and agrees to perform the same under the terms and

conditions set forth in the Indenture.

ARTICLE II
MISCELLANEQUS

SECTION 2.1. Effect of Supplemental Indenture. Upon the later to occur



of (i) the execution and delivery of this First Supplemental Indenture by
NationsBank, Holdings, Barnett and the Trustee and (ii) the consummation of the
Barnett Merger, the Indenture shall be supplemented in accordance herewith, and
this First Supplemental Indenture shall form a part of the Indenture for all
purposes, and every Holder of Securities heretofore or hereafter authenticated
and delivered under the Indenture shall be bound thereby.

SECTION 2.2. Indenture Remains in Full Force and Effect. Except as
supplemented hereby, all provisions in the Indenture shall remain in full force
and effect.

SECTION 2.3. Indenture and Supplemental Indenture Construed Together.
This First Supplemental Indenture is an indenture supplemental to and in
implementation of the Indenture, and the Indenture and this First Supplemental
Indenture shall henceforth be read and construed together.

SECTION 2.4. Confirmation and Preservation of Indenture. The Indenture
as supplemented by this First Supplemental Indenture is in all respect confirmed
and preserved.

SECTION 2.5. Conflict with Trust Indenture Act. If any provision of
this First Supplemental Indenture limits, qualifies or conflicts with any

provision of the Trust Indenture Act ("TIA") that is required under the TIA to
be part of and govern any provision of this First Supplemental Indenture, the
provision of the TIA shall control. If any provision of this First Supplemental
Indenture modifies or excludes any provision of the TIA that may be so modified
or excluded, the provision of the TIA shall be deemed to apply to the Indenture
as so modified or to be excluded by this First Supplemental Indenture, as the
case may be.

SECTION 2.6. Severability. In case any provision in this First
Supplemental Indenture shall be invalid, illegal or unenforceable, the validity,
legality and enforceability of the remaining provisions shall not in any way be
affected or impaired thereby.

SECTION 2.7. Terms Defined in the Indenture. All capitalized terms not
otherwise defined herein shall have the meanings ascribed to them in the
Indenture.

SECTION 2.8. Headings. The Article and Section headings of this First
Supplemental Indenture have been inserted for convenience of reference only, are
not to be considered part of this Supplemental Indenture and shall in no way
modify or restrict any of the terms or provisions hereof.

SECTION 2.9. Benefits of First Supplemental Indenture, etc. Nothing in
this First Supplemental Indenture or the Securities, express or implied, shall
give to any Person, other than the parties hereto and thereto and their
successors hereunder and thereunder and the Holders of the Securities, any
benefit of any legal or equitable right, remedy or claim under the Indenture,
this First Supplemental Indenture or the Securities.

SECTION 2.10. Successors. All agreements of Holdings and NationsBank in
this First Supplemental Indenture shall bind their successors. All agreements of
the Trustee in this First Supplemental Indenture shall bind its successors.

SECTION 2.11. Trustee Not Responsible for Recitals. The recitals
contained herein shall be taken as the statements of Barnett, NationsBank and
Holdings, and the Trustee assumes no responsibility for their correctness.

SECTION 2.12. Certain Duties and Responsibilities of the Trustees. In
entering into this First Supplemental Indenture, the Trustee shall be entitled
to the benefit of every provision of the Indenture relating to the conduct or
affecting the liability or affording protection to the Trustee, whether or not
elsewhere herein so provided.
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SECTION 2.13. Governing Law. This First Supplemental Indenture shall be
governed by, and construed in accordance with, the laws of the State of New York
but without giving effect to applicable principles of conflicts of law to the
extent that the application of the laws of another jurisdiction would be
required thereby.

SECTION 2.14. Counterpart originals. The parties may sign any number of
copies of this First Supplemental Indenture. Each signed copy shall be an
original, but all of them together represent the same agreement.
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IN WITNESS WHEREOF, the parties have caused this First Supplemental
Indenture to be duly executed as of the date first written above.

NationsBank Corporation

By: /s/ John E. Mack

Name: John E. Mack
Title: Senior Vice President

NB Holdings Corporation

By: /s/ John E. Mack

Name: John E. Mack
Title: Senior Vice President

Barnett Banks, Inc.

By: /s/Charles E. Rice

Name: Charles E. Rice
Title: Chairman and CEO

The First National Bank of Chicago, as Trustee

By: /s/ Richard D. Manella

Name: Richard D. Manella
Title: Vice President



AMENDMENT TO THE
NATIONSBANK CORPORATION AND DESIGNATED SUBSIDIARIES
SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

WHEREAS, NationsBank Corporation ("NationsBank") and certain of its
subsidiary corporations (collectively with NationsBank, the "Participating
Employers") maintain the NationsBank Corporation and Designated Subsidiaries
Supplemental Executive Retirement Plan (the "Plan"); and

WHEREAS, NationsBank desires to amend the Plan to change the mortality
table to be used in the calculation of a participant's "commuted payment amount"
from the 1971 Group Annuity Mortality Table to the 1983 Group Annuity Mortality
Table; and

WHEREAS, the Compensation Committee of the Board of Directors of
NationsBank has authorized and approved said amendment to the Plan in accordance
with the provisions of Article VI of the Plan;

NOW, THEREFORE, NationsBank does hereby declare that the Plan is hereby
amended effective as of the date hereof as follows:

1. The second sentence of Section III. of Exhibit B to the Plan is amended
to read as follows: "To the extent that benefits are payable over the
lifetime (s) of one or more individuals, the AESSV shall also be based on the
1983 Group Annuity Mortality Table."

2. Except as expressly or by necessary implication amended hereby, the Plan
shall continue in full force and effect.

IN WITNESS WHEREOF, NationsBank has caused this instrument to be executed
by its duly authorized officer as of the 27th day of March, 1996.

NATIONSBANK CORPORATION

By: /s/ C. J. COOLEY
C. J. Cooley
Executive Vice President

"NationsBank"

AMENDMENT TO THE
NATIONSBANK CORPORATION AND DESIGNATED SUBSIDIARIES
SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

WHEREAS, NationsBank Corporation ("NationsBank") and certain of its
subsidiary corporations (collectively with NationsBank, the "Participating
Employers") maintain the NationsBank Corporation and Designated Subsidiaries
Supplemental Executive Retirement Plan (the "Plan"); and

WHEREAS, NationsBank desires to amend the Plan to modify the procedure
under which Participants may elect to have their benefits under the Plan paid in
a single cash payment; and

WHEREAS, the Compensation Committee of the Board of Directors of
NationsBank has authorized and approved said amendment to the Plan in accordance
with the provisions of Article VI of the Plan;

NOW, THEREFORE, NationsBank does hereby declare that the Plan is hereby
amended effective as of the date hereof as follows:

1. Section 4.12 of the Plan is amended to read as follows:

"Section 4.12. Special Election for Single Cash Payment.
Notwithstanding any provisions of the Plan to the contrary, a Participant
may elect to have the Participant's benefits under the Plan paid in a
single cash payment to such Participant, and a Participant's surviving
Eligible Spouse may elect to have the benefits payable under Section 4.6 of
the Plan after a Participant's death while in Service paid in a single cash
payment to such Participant's surviving Eligible Spouse under the following
terms and conditions and in lieu of the method otherwise applicable under
the provisions of this Article IV:

(1) The Participant or the Participant's surviving Eligible
Spouse, as the case may be, must make such election at least thirty
(30) days prior to the date Dbenefit payments under the Plan would
otherwise commence to the Participant or the Participant's surviving



Eligible Spouse.

(ii) Any election under this Section 4.12 shall be irrevocable.

(iii) An election wunder this Section 4.12 may be made only with
respect to (1) those benefits payable under Sections 4.2, 4.3 and 4.4
of the Plan upon a Participant's Retirement or (2) those Dbenefits
payable under Section 4.6 of the Plan upon a Participant's death while
in Service.

(iv) The amount of the single cash payment payable under this
Section 4.12 upon a Participant's Retirement shall be the Commuted
Payment Amount determined for such Participant as of the date of such
Participant's Retirement.

(v) The amount of the single cash payment payable under this
Section 4.12 upon a Participant's death while in Service [or, to the
extent provided in Section 4.6(b), while Disabled] shall be the
actuarially equivalent single sum value of the Dbenefits (if any)
provided for in Section 4.6(c) determined as of the date of the
Participant's death using assumptions consistent with those set forth
in Exhibit B to the Plan.

(vi) Any election wunder this Section 4.12 shall not be effective
unless approved by (i) the Compensation Committee if the Participant
is an executive officer of NationsBank Corporation or the Principal
Corporate Personnel Officer of NationsBank Corporation or (ii) the
Management Compensation Committee in the <case of any other
Participant, and in either case the applicable committee may approve
or disapprove the election in its sole and exclusive discretion. The
single cash payment shall be made within thirty (30) days of the
approval of such election by the applicable committee."

2. Except as expressly or by necessary implication amended hereby, the
Plan shall continue in full force and effect.

IN WITNESS WHEREOF, NationsBank has caused this instrument to be
executed by its duly authorized officer as of the 25th day of June, 1997.

NATIONSBANK CORPORATION

By: /s/ C. J. Cooley

C. J. Cooley
Executive Vice President



NONCOMPETITION AGREEMENT

THIS NONCOMPETITION AGREEMENT (the "Agreement") is made and entered
into as of the 31st day of December, 1997 by and between NATIONSBANK
CORPORATION, a North Carolina corporation ("NationsBank"), and FREDRIC J. FIGGE,
II ("Executive").

WITNESSET H:

WHEREAS, as of the date hereof, Executive is retiring from NationsBank;
and

WHEREAS, during his period of employment Executive has served
NationsBank in executive capacities, including most recently as Chairman,
Corporate Risk Policy; and

WHEREAS, Executive has acquired extensive knowledge of NationsBank's
business methods, customers and employees; and

WHEREAS, the parties hereto desire to enter into this Agreement
restricting the activities of Executive in retirement in an effort to protect
NationsBank's legitimate business interests;

NOW, THEREFORE, in consideration of the foregoing and other good and
valuable consideration, the receipt and sufficiency of which hereby are
acknowledged, the parties hereto agree as follows:

1. Definitions. Capitalized terms used herein shall have the meanings
set forth below:

"Affiliate" means (i) any entity directly or indirectly controlling
(including without limitation an entity for which Executive serves as an
officer, director, employee, consultant or other agent), controlled by, or under
common control with Executive, and (ii) each other entity in which Executive,
directly or indirectly, owns any controlling interest or of which Executive
serves as a general partner.

"Agreement" means this Noncompetition Agreement, including any
amendments hereto made in accordance with paragraph 7(d) hereof.

"Company" means (i) NationsBank, (ii) any corporation, partnership or
other business entity that is, directly or indirectly, controlled by or under
common control with NationsBank and (iii) their respective successors.

"Covenant Period" means the period beginning on the date of this
Agreement and ending on the date of Executive's death.

2. Consideration. In consideration for Executive's covenants and
obligations under this Agreement, NationsBank has agreed to provide Executive
with a supplemental target annual retirement benefit payable beginning January
1998 for Executive's life pursuant to a letter

agreement between Executive and NationsBank dated August 28, 1997 (the
"Supplemental Retirement Benefits").

3. Executive's Obligations in Connection with His Termination of
Employment with the Company.

(a) Nonsolicitation of Employees. During the Covenant Period,
Executive agrees not to hire, directly or indirectly, or entice or participate
in any efforts to entice to leave the Company's employ, any person who was or is
a "key employee" (as hereinafter defined) of the Company during 1997. For
purposes of this Agreement, "key employee" means an employee who has an
annualized rate of base salary equaling or exceeding fifty thousand dollars
($50,000) .

(b) Noncompetition. During the Covenant Period, Executive
agrees not to engage in any manner, whether as an officer, employee, owner,
partner, stockholder, director, consultant or otherwise -- directly or
indirectly -- in any business which engages or attempts to engage, directly or
indirectly, in any business in which the Company engages within the United
States, as determined by NationsBank in its reasonable discretion; provided,
however, that Executive may (i) acquire an interest in a business entity so long
as such interest is a passive investment of Executive not exceeding five percent
(5%) of the total ownership interest in such entity or (ii) engage in any other
activities as approved in writing in advance by NationsBank.

(c) Trade Secrets and Confidential Information. Executive
hereby agrees that he will hold in a fiduciary capacity for the benefit of the
Company, and shall not directly or indirectly use or disclose any Trade Secret,



as defined hereinafter, that Executive may have acquired during the term of his
employment by the Company for so long as such information remains a Trade
Secret. The term "Trade Secret" as used in this Agreement shall mean information
including, but not limited to, technical or nontechnical data, a formula, a
pattern, a compilation, a program, a device, a method, a technique, a drawing, a
process, financial data, financial plans, product plans, or a list of actual or
potential customers or suppliers which derives economic value, actual or
potential, from not being generally known to, and not being readily
ascertainable by proper means by, other persons who can obtain economic value
from its disclosure or use; and is the subject of reasonable efforts by the
Company to maintain its secrecy.

In addition to the foregoing and not in limitation thereof,
Executive agrees that during the Covenant Period he will hold in a fiduciary
capacity for the benefit of the Company and shall not directly or indirectly use
or disclose, any Confidential or Proprietary Information, as defined
hereinafter, that Executive may have acquired (whether or not developed or
compiled by Executive and whether or not Executive was authorized to have access
to such Information) during the term of, in the course of or as a result of his
employment by the Company. The term "Confidential or Proprietary Information" as
used in this Agreement means any secret, confidential or proprietary information
of the Company not otherwise included in the definition of "Trade Secret" above.
The term "Confidential and Proprietary Information" does not include information
that has become generally available to the public by the act of one who has the
right to disclose such information without violating any right of the Company.
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4. Reasonable and Necessary Restrictions. Executive acknowledges that
the restrictions, prohibitions and other provisions of this Agreement, including
without limitation the Covenant Period, are reasonable, fair and equitable in
scope, term and duration, are necessary to protect the legitimate business
interests of NationsBank, and are a material inducement to NationsBank to enter
into this Agreement and the letter agreement providing for the Supplemental
Retirement Benefits. Executive covenants that Executive will not challenge the
enforceability of this Agreement nor will Executive raise any equitable defense
to its enforcement.

5. Remedies. In the event Executive breaches any provision of this
Agreement, Executive shall forfeit and have no right to receive any of the
Supplemental Retirement Benefits due and payable from and after the date of such
breach (including without limitation any survivor benefits otherwise payable to
Executive's spouse).

6. Operations of Affiliates. Executive agrees that he will refrain from
(i) authorizing any Affiliate to perform or (ii) assisting in any manner any
Affiliate in performing any activities that would be prohibited by the terms of
this Agreement if they were performed by Executive.

7. Miscellaneous Provisions.

(a) Binding Effect. Subject to any provisions hereof
restricting assignment, all covenants and agreements in this Agreement by or on
behalf of any of the parties hereto shall bind and inure to the benefit of the
respective successors, assigns, heirs, and personal representatives. None of the
parties hereto may assign any of its rights under this Agreement or attempt to
have any other person or entity assume any of its obligations hereunder.

(b) Severability. If fulfillment of any provision of this
Agreement, at the time such fulfillment shall be due, shall transcend the limit
of validity prescribed by law, then the obligation to be fulfilled shall be
reduced to the limit of such validity; and if any clause or provision contained
in this Agreement operates or would operate to invalidate this Agreement, in
whole or in part, then such clause or provision only shall be held ineffective,
as though not herein contained, and the remainder of this Agreement shall remain
operative and in full force and effect.

(c) Governing Law. This Agreement, the rights and obligations
of the parties hereto, and any claims or disputes relating thereto shall be
governed by and construed in accordance with the laws of the State of North
Carolina, not including the choice-of-law rules thereof.

(d) Amendment; Waiver. Except as otherwise expressly provided
in this Agreement, no amendment, modification or discharge of this Agreement
shall be valid or binding unless set forth in writing and duly executed by each
of the parties hereto. Any waiver by any party or consent by any party to any
variation from any provision of this Agreement shall be valid only if in writing
and only in the specific instance in which it is given, and such waiver

or consent shall not be construed as a waiver of any other provision or as a
consent with respect to any similar instance or circumstance.



(e) Headings. Paragraph and subparagraph headings contained in
this Agreement are inserted for convenience of reference only, shall not be
deemed to be a part of this Agreement for any purpose, and shall not in any way
define or affect the meaning, construction or scope of any of the provisions
hereof.

(f) Pronouns. All pronouns and any variations thereof shall be
deemed to refer to the masculine, feminine, neuter, singular or plural, as the
identity of the person or entity may require.

(g) Execution in Counterparts. This Agreement may be executed
in two or more counterparts, none of which need contain the signatures of all
parties hereto and each of which shall be deemed an original.

IN WITNESS WHEREOF, each of the undersigned has executed this
Agreement, or caused this Agreement to be duly executed on its behalf, as of the
date first set forth above.

NATIONSBANK CORPORATION

By: /s/ C. J. Cooley

"NationsBank"

/s/ Fredric J. Figge, II [SEAL]

Fredric J. Figge, II

"Executive"



NONCOMPETITION AGREEMENT

THIS NONCOMPETITION AGREEMENT (the "Agreement") is made and entered
into as of the 31st day of December, 1997 by and between NATIONSBANK
CORPORATION, a North Carolina corporation ("NationsBank"), and FREDRIC J. FIGGE,
II ("Executive").

WITNESSET H:

WHEREAS, as of the date hereof, Executive is retiring from NationsBank;
and

WHEREAS, during his period of employment Executive has served
NationsBank in executive capacities, including most recently as Chairman,
Corporate Risk Policy; and

WHEREAS, Executive has acquired extensive knowledge of NationsBank's
business methods, customers and employees; and

WHEREAS, the parties hereto desire to enter into this Agreement
restricting the activities of Executive in retirement in an effort to protect
NationsBank's legitimate business interests;

NOW, THEREFORE, in consideration of the foregoing and other good and
valuable consideration, the receipt and sufficiency of which hereby are
acknowledged, the parties hereto agree as follows:

1. Definitions. Capitalized terms used herein shall have the meanings
set forth below:

"Affiliate" means (i) any entity directly or indirectly controlling
(including without limitation an entity for which Executive serves as an
officer, director, employee, consultant or other agent), controlled by, or under
common control with Executive, and (ii) each other entity in which Executive,
directly or indirectly, owns any controlling interest or of which Executive
serves as a general partner.

"Agreement" means this Noncompetition Agreement, including any
amendments hereto made in accordance with paragraph 7(d) hereof.

"Company" means (i) NationsBank, (ii) any corporation, partnership or
other business entity that is, directly or indirectly, controlled by or under
common control with NationsBank and (iii) their respective successors.

"Covenant Period" means the period beginning on the date of this
Agreement and ending on the date of Executive's death.

2. Consideration. In consideration for Executive's covenants and
obligations under this Agreement, NationsBank has agreed to provide Executive
with a supplemental target annual retirement benefit payable beginning January
1998 for Executive's life pursuant to a letter

agreement between Executive and NationsBank dated August 28, 1997 (the
"Supplemental Retirement Benefits").

3. Executive's Obligations in Connection with His Termination of
Employment with the Company.

(a) Nonsolicitation of Employees. During the Covenant Period,
Executive agrees not to hire, directly or indirectly, or entice or participate
in any efforts to entice to leave the Company's employ, any person who was or is
a "key employee" (as hereinafter defined) of the Company during 1997. For
purposes of this Agreement, "key employee" means an employee who has an
annualized rate of base salary equaling or exceeding fifty thousand dollars
($50,000) .

(b) Noncompetition. During the Covenant Period, Executive
agrees not to engage in any manner, whether as an officer, employee, owner,
partner, stockholder, director, consultant or otherwise -- directly or
indirectly -- in any business which engages or attempts to engage, directly or
indirectly, in any business in which the Company engages within the United
States, as determined by NationsBank in its reasonable discretion; provided,
however, that Executive may (i) acquire an interest in a business entity so long
as such interest is a passive investment of Executive not exceeding five percent
(5%) of the total ownership interest in such entity or (ii) engage in any other
activities as approved in writing in advance by NationsBank.

(c) Trade Secrets and Confidential Information. Executive
hereby agrees that he will hold in a fiduciary capacity for the benefit of the
Company, and shall not directly or indirectly use or disclose any Trade Secret,



as defined hereinafter, that Executive may have acquired during the term of his
employment by the Company for so long as such information remains a Trade
Secret. The term "Trade Secret" as used in this Agreement shall mean information
including, but not limited to, technical or nontechnical data, a formula, a
pattern, a compilation, a program, a device, a method, a technique, a drawing, a
process, financial data, financial plans, product plans, or a list of actual or
potential customers or suppliers which derives economic value, actual or
potential, from not being generally known to, and not being readily
ascertainable by proper means by, other persons who can obtain economic value
from its disclosure or use; and is the subject of reasonable efforts by the
Company to maintain its secrecy.

In addition to the foregoing and not in limitation thereof,
Executive agrees that during the Covenant Period he will hold in a fiduciary
capacity for the benefit of the Company and shall not directly or indirectly use
or disclose, any Confidential or Proprietary Information, as defined
hereinafter, that Executive may have acquired (whether or not developed or
compiled by Executive and whether or not Executive was authorized to have access
to such Information) during the term of, in the course of or as a result of his
employment by the Company. The term "Confidential or Proprietary Information" as
used in this Agreement means any secret, confidential or proprietary information
of the Company not otherwise included in the definition of "Trade Secret" above.
The term "Confidential and Proprietary Information" does not include information
that has become generally available to the public by the act of one who has the
right to disclose such information without violating any right of the Company.
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4. Reasonable and Necessary Restrictions. Executive acknowledges that
the restrictions, prohibitions and other provisions of this Agreement, including
without limitation the Covenant Period, are reasonable, fair and equitable in
scope, term and duration, are necessary to protect the legitimate business
interests of NationsBank, and are a material inducement to NationsBank to enter
into this Agreement and the letter agreement providing for the Supplemental
Retirement Benefits. Executive covenants that Executive will not challenge the
enforceability of this Agreement nor will Executive raise any equitable defense
to its enforcement.

5. Remedies. In the event Executive breaches any provision of this
Agreement, Executive shall forfeit and have no right to receive any of the
Supplemental Retirement Benefits due and payable from and after the date of such
breach (including without limitation any survivor benefits otherwise payable to
Executive's spouse).

6. Operations of Affiliates. Executive agrees that he will refrain from
(i) authorizing any Affiliate to perform or (ii) assisting in any manner any
Affiliate in performing any activities that would be prohibited by the terms of
this Agreement if they were performed by Executive.

7. Miscellaneous Provisions.

(a) Binding Effect. Subject to any provisions hereof
restricting assignment, all covenants and agreements in this Agreement by or on
behalf of any of the parties hereto shall bind and inure to the benefit of the
respective successors, assigns, heirs, and personal representatives. None of the
parties hereto may assign any of its rights under this Agreement or attempt to
have any other person or entity assume any of its obligations hereunder.

(b) Severability. If fulfillment of any provision of this
Agreement, at the time such fulfillment shall be due, shall transcend the limit
of validity prescribed by law, then the obligation to be fulfilled shall be
reduced to the limit of such validity; and if any clause or provision contained
in this Agreement operates or would operate to invalidate this Agreement, in
whole or in part, then such clause or provision only shall be held ineffective,
as though not herein contained, and the remainder of this Agreement shall remain
operative and in full force and effect.

(c) Governing Law. This Agreement, the rights and obligations
of the parties hereto, and any claims or disputes relating thereto shall be
governed by and construed in accordance with the laws of the State of North
Carolina, not including the choice-of-law rules thereof.

(d) Amendment; Waiver. Except as otherwise expressly provided
in this Agreement, no amendment, modification or discharge of this Agreement
shall be valid or binding unless set forth in writing and duly executed by each
of the parties hereto. Any waiver by any party or consent by any party to any
variation from any provision of this Agreement shall be valid only if in writing
and only in the specific instance in which it is given, and such waiver

or consent shall not be construed as a waiver of any other provision or as a
consent with respect to any similar instance or circumstance.



(e) Headings. Paragraph and subparagraph headings contained in
this Agreement are inserted for convenience of reference only, shall not be
deemed to be a part of this Agreement for any purpose, and shall not in any way
define or affect the meaning, construction or scope of any of the provisions
hereof.

(f) Pronouns. All pronouns and any variations thereof shall be
deemed to refer to the masculine, feminine, neuter, singular or plural, as the
identity of the person or entity may require.

(g) Execution in Counterparts. This Agreement may be executed
in two or more counterparts, none of which need contain the signatures of all
parties hereto and each of which shall be deemed an original.

IN WITNESS WHEREOF, each of the undersigned has executed this
Agreement, or caused this Agreement to be duly executed on its behalf, as of the
date first set forth above.

NATIONSBANK CORPORATION

By: /s/ C. J. Cooley

"NationsBank"

/s/ Fredric J. Figge, II [SEAL]

Fredric J. Figge, II

"Executive"



NATIONSBANK CORPORATION
EXECUTIVE INCENTIVE COMPENSATION PLAN
(as amended and restated effective January 1, 1997)

THIS INSTRUMENT OF AMENDMENT AND RESTATEMENT is executed as of the 22nd day
of January, 1997 by NATIONSBANK CORPORATION, a North Carolina corporation (the
"Corporation") .

Statement of Purpose

The Corporation maintains the NationsBank Corporation Executive Incentive
Compensation Plan (the "Plan") pursuant to which certain covered employees of
the Corporation may receive annual incentive compensation based on the annual
performance of the Corporation consistent with the "performance-based
compensation" requirements of Section 162 (m) of the Internal Revenue Code. The
Corporation desires to amend the Plan effective January 1, 1997 to change the
annual incentive compensation formula under the Plan to a fixed award formula of
0.20% of the Corporation's Net Income for each Covered Employee. The Corporation
believes that such amendment can best be effected by amending and restating the
Plan in its entirety effective as of January 1, 1997. In accordance with
paragraph 7 of the Plan, such amendment and restatement of the Plan has been
approved by the Board of Directors of the Corporation, and in accordance with
paragraph 6 of the Plan, such amendment and restatement shall not be effective
unless approved and ratified by the shareholders of the Corporation.

NOW, THEREFORE, the Plan is hereby amended and restated in its entirety to
consist of the following paragraphs 1 through 11 effective as of the date
hereof:

1. Name:

This plan shall be known as the "NationsBank Corporation Executive
Incentive Compensation Plan" (the "Plan").

2. Purpose and Intent:

NationsBank Corporation (the "Corporation") established this Plan effective
January 1, 1994 for the purpose of providing certain of its senior executive
officers with annual incentive compensation based on the annual performance of
the Corporation measured by objective corporate financial performance measures.
This amendment and restatement is effective January 1, 1997. The intent of the
Plan is to provide "performance-based compensation" within the meaning of
Section 162 (m) (4) (C) of the Code. The provisions of the Plan shall be construed
and interpreted to effectuate such intent.

3. Definitions:

For purposes of the Plan, the following terms shall have the following
meanings:

(a) "Account" means the account established and maintained on the books of
the Corporation to record a Covered Employee's interest under the Plan
attributable to amounts

credited to the Covered Employee pursuant to paragraph 10(b) below, as adjusted
from time to time pursuant to the terms of the Plan.

(b) "Claim" means a claim for benefits under the Plan.
(c) "Claimant" means a person making a Claim.

(d) "Code" means the Internal Revenue Code of 1986, as amended from time to
time, and references thereto shall include the valid Treasury regulations
thereunder.

(e) "Committee" means all of the members of the Compensation Committee of
the Board of Directors of the Corporation who are Outside Directors.

(f) "Covered Employee" for a Plan Year means any employee of the
Corporation whose compensation is anticipated to be subject to the provisions of
Section 162 (m) of the Code and who is designated by the Committee prior to April
1 of such Plan Year as a "Covered Employee" under the Plan for such Plan Year,
and any other key employee of the Corporation designated by the Committee prior
to April 1 of a Plan Year as a "Covered Employee" under the Plan for such Plan
Year.

(g) "Mirror Rate Method" means a method for determining the adjustment to a
Covered Employee's Account for a month such that the level of investment return
for the Account for such month substantially equals the aggregate level of
investment return for such month of all of the Covered Employee's accounts under
The NationsBank Retirement Savings Plan (the "Savings Plan") that are invested



in the Investment Trust under the Savings Plan other than amounts mandatorily
invested in the common stock of the Corporation under the Investment Trust. For
this purpose, amounts shall be deemed to be mandatorily invested in the common
stock of the Corporation even if the Covered Employee is eligible to make a
diversification election under the Savings Plan with respect to such common
stock. However, once such a diversification election is in fact made by a
Covered Employee, amounts transferred out of such mandatorily invested account
in accordance with such election shall be included in determining the aggregate
level of investment return under the Mirror Rate Method for the Covered Employee
from and after the effective date of such election.

(h) "Net Income" means, with respect to a Plan Year, "net income" of the
Corporation for such Plan Year determined in accordance with generally accepted
accounting principles that would be reported in the Corporation's Annual Report
to Shareholders for such Plan Year assuming payment of all awards under the Plan
for such Plan Year without reduction by the Committee.

(i) "Outside Director" means an "outside director" within the meaning of
Section 162 (m) (4) (C) (1) of the Code.

(j) "Plan Year" means the fiscal year of the Corporation beginning January
1 and ending December 31.

(k) "Single Sum Value" of the Account of a Covered Employee who is
receiving annual installments pursuant to paragraph 10 (f) means the single sum
present value of the

installments determined as of the relevant determination date using for such
purpose as the discount rate the same rate that was used in calculating the
amount of the installments pursuant to paragraph 10 (f) below.

(1) "30-Year Treasury Rate Method" means a method for determining the
adjustment to a Covered Employee's Account for a month such that the level of
investment return of the Account for such month substantially equals the ask
yield of the most recent auction of 30-year Treasury bonds, as quoted for the
last business day of the immediately preceding calendar month in the Wall Street
Journal (Eastern Edition), or if such quotations are not available in the Wall
Street Journal, in a similar financial publication selected by the Committee.

4. Administration:

The Committee shall be responsible for administering the Plan. The
Committee shall have all of the powers necessary to enable it to properly carry
out its duties under the Plan. Not in limitation of the foregoing, the Committee
shall have the power to construe and interpret the Plan and to determine all
questions that shall arise thereunder. The Committee shall have such other and
further specified duties, powers, authority and discretion as are elsewhere in
the Plan either expressly or by necessary implication conferred upon it. The
Committee may appoint such agents, who need not be members of the Committee, as
it may deem necessary for the effective performance of its duties, and may
delegate to such agents such powers and duties as the Committee may deem
expedient or appropriate that are not inconsistent with the intent of the Plan.
The decision of the Committee upon all matters within its scope of authority
shall be final and conclusive on all persons, except to the extent otherwise
provided by law.

5. Operation:

(a) Prior to April 1 of a Plan Year, the Committee shall designate the
Covered Employees for the Plan Year.

(b) Subject to the Committee's discretion to reduce awards under the Plan,
each Plan Year each Covered Employee for such Plan Year shall be entitled to an
award under the Plan equal to two-tenths of one percent (0.20%) of the
Corporation's Net Income for such Plan Year.

(c) Notwithstanding the provisions of paragraph 5(b) to the contrary, the
Committee in its sole and exclusive discretion may reduce (including a reduction
to zero) any award to a Covered Employee otherwise payable under the Plan for a
Plan Year.

(d) In accordance with Section 162 (m) (4) (C) (iii) of the Code, prior to any
payment under the Plan for a Plan Year, the Committee shall certify in writing
the amount of Net Income for such Plan Year.

(e) Unless deferred pursuant to the provisions of paragraph 10, a Covered
Employee's award under the Plan for a Plan Year shall be paid by the Corporation
to such Covered Employee in cash, less applicable payroll and withholding taxes,
within seventy-five (75) days after the certification by the Committee as
provided in paragraph 5(d).



(f) If the employment of a Covered Employee for a Plan Year is terminated
for any reason during the Plan Year, the Covered Employee shall not receive any
award under the Plan for such Plan Year.

(g) Notwithstanding any provision of the Plan to the contrary, a reduction
in the amount otherwise payable to a Covered Employee for a Plan Year as
provided in paragraph 5(c) or paragraph 5(f) above shall not result in a
recalculation of Net Income for such Plan Year.

6. Shareholder Approval:

In accordance with Section 162 (m) (4) (C) (ii) of the Code, the effectiveness
of this amendment and restatement of the Plan is subject to its approval and
ratification by the shareholders of the Corporation after disclosure to the
shareholders of the Corporation of the material terms of the Plan, such approval
and ratification to be obtained (i) at the annual shareholders' meeting of the
Corporation scheduled for April 1997 and (ii) at such other times as required by
Section 162 (m) (4) (C) (ii) of the Code.

7. Amendment, Modification and Termination of the Plan:

(a) General. The Board of Directors of the Corporation may amend, modify or
terminate the Plan at any time, provided that no amendment, modification or
termination of the Plan shall reduce the amount payable to a Covered Employee
under the Plan as of the date of such amendment, modification or termination.

(b) Effect on Deferred Amounts Under the Plan. Notwithstanding any
provision of the Plan to the contrary, no amendment, modification or termination
of the Plan shall reduce the amount actually credited to a Covered Employee's
Account under the Plan on the date of such amendment, modification or
termination, or further defer the due dates for the payment of such amounts,
without the consent of the affected Covered Employee. Notwithstanding the
provisions of paragraph 10(d), in connection with any termination of the Plan
the Committee shall have the authority to cause the Accounts of all Covered
Employees to be paid in a single sum payment as of a date determined by the
Committee or to otherwise accelerate the payment of all Accounts in such manner
as the Committee shall determine in its discretion. In that regard, upon any
termination of the Plan the amount of any payment to a Covered Employee (or
beneficiary of a deceased Covered Employee) who is receiving annual installments
pursuant to paragraph 10 (f) shall be the Single Sum Value of the Covered
Employee's Account determined as of the selected determination date.

8. Applicable Law:

The Plan shall be construed, administered, regulated and governed in all
respects under and by the laws of the United States to the extent applicable,
and to the extent such laws are not applicable, by the laws of the state of
North Carolina.

9. Miscellaneous:

A Covered Employee's rights and interests under the Plan may not be
assigned or transferred by the Covered Employee. To the extent the Covered
Employee acquires a right to

receive payments from the Corporation under the Plan, such right shall be no
greater than the right of any unsecured general creditor of the Corporation.
Nothing contained herein shall be deemed to create a trust of any kind or any
fiduciary relationship between the Corporation and the Covered Employee.
Designation as a Covered Employee in the Plan shall not entitle or be deemed to
entitle a Covered Employee to continued employment with the Corporation.

10. Deferral of Amounts Payable Under the Plan:

(a) Elections to Defer. Each Covered Employee for a Plan Year shall be
given the opportunity to irrevocably elect, on a form provided by the Committee,
to defer all or a portion of any amount that may become payable to such Covered
Employee under the Plan for such Plan Year. In order to be effective, a Covered
Employee's election to defer must be executed and returned to the Committee on
or before the date specified by the Committee for such purpose.

(b) Establishment of Accounts. The Corporation shall establish and maintain
on its books an Account for each Covered Employee making an election to defer
under this paragraph 10. Each Account shall be designated by the name of the
Covered Employee for whom established. Any amount otherwise allocable to the
Covered Employee under the formula established for a Plan Year that is deferred
by the Covered Employee under this paragraph 10 shall be credited to the Covered
Employee's Account as of the date such amount would have otherwise been paid to
the Covered Employee.



(c) Account Adjustments. Each Account shall be adjusted on a monthly basis
pursuant to either the Mirror Rate Method or the 30-Year Treasury Rate Method.
Each Covered Employee with an Account shall be given an opportunity to elect
between the Mirror Rate Method and the 30-Year Treasury Rate Method for such
purpose. To be effective, such election must be made at such times, on such
forms and pursuant to such procedures as established by the Committee in its
sole discretion from time to time. An election once made shall remain in effect
unless and until changed by the Covered Employee in accordance with this
paragraph 10(c). If a Covered Employee fails to make an election under this
paragraph 10(c), the method for making adjustments to the Covered Employee's
Account shall be the 30-Year Treasury Rate Method. If a Covered Employee has
elected the Mirror Rate Method, and subsequently the Covered Employee ceases to
have any account balances under the Savings Plan upon which the Mirror Rate
Method is based (e.g., as a result of an in-service withdrawal of the Covered
Employee's accounts under the Savings Plan after attaining age 59-1/2), then the
method for making adjustments to the Covered Employee's Account shall
automatically be changed to the 30-Year Treasury Rate Method beginning effective
with the calendar month in which the Covered Employee ceases to have such
Savings Plan account balances.

(d) Payment Options.

(i) A Covered Employee who first elects to defer amounts under this
paragraph 10 after having attained age fifty-four (54) shall, at the time
of the Covered Employee's initial deferral election, irrevocably elect one
of the payment options described in subparagraph (iii) below.

(ii) For a Covered Employee who first elects to defer amounts under
this paragraph 10 before having attained age fifty-four (54), such Covered
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Employee shall, upon attainment of age fifty-four (54), be given the
opportunity to irrevocably elect one of the payment options described in
subparagraph (iii) below.

(iii) The payment options from which a Covered Employee may elect are
as follows: (A) single cash payment, (B) five (5) annual installments or
(C) ten (10) annual installments, as such methods are more fully described
below.

(iv) Any election made under this paragraph 10(d) shall be made on
such forms, at such time and pursuant to such procedures as determined by
the Committee in its sole discretion from time to time. An election made
under subparagraph (i) shall be immediately effective. An election made
under subparagraph (ii) shall not become effective until the first
anniversary of the date of such election. In addition, the Committee may
establish special procedures for the first Plan Year in which such election
becomes available for Covered Employees who are age fifty-four (54) and
older, provided that any such election is not effective for at least twelve
(12) months from the date made.

(v) For a Covered Employee who does not yet have an election in effect
under this paragraph 10(d) or for a Covered Employee who fails to elect a
payment option under this paragraph 10(d), the method of payment shall be
the single cash payment.

(e) Single Cash Payment. If a Covered Employee who is to be paid by the
single cash payment method pursuant to paragraph 10(d) terminates employment
with the Corporation, then such Covered Employee's Account shall continue to be
credited with monthly adjustments under paragraph 10 (c) through March 31 of the
calendar year immediately following the calendar year of such termination of
employment, except that the rate for such monthly adjustments for the calendar
month of such termination of employment through such March 31 shall be the
30-year Treasury bond ask yield for the last business day of the calendar month
immediately preceding such termination of employment (regardless of the method
of Account adjustment elected by the Covered Employee under paragraph 10 (d)
above). The final Account balance as of such March 31 shall be paid in a single
cash payment to the Covered Employee (or to the Covered Employee's designated
beneficiary in the case of the Covered Employee's termination of employment as
the result of the Covered Employee's death) on or about such March 31.

(f) Annual Installments. If a Covered Employee who is to be paid by one of
the annual installment payment methods pursuant to paragraph 10(d) terminates
employment with the Corporation, the amount of such annual installments shall be
calculated and paid pursuant to the provisions of this paragraph 10(f). The
first installment shall be paid on or about March 31 of the calendar year
immediately following the calendar year of such termination of employment, and
each subsequent installment shall be paid on or about each subsequent March 31.
The amount of the installments shall be calculated as follows: First, the
Covered Employee's Account shall continue to be credited with monthly
adjustments under paragraph 10(c) through such March 31, except that the rate
for such monthly adjustments for the calendar month of such termination of
employment through such March 31 shall be the 30-year Treasury bond ask yield
for the last business day of the calendar month immediately preceding such



termination of

employment (regardless of the method of Account adjustment elected by the
Covered Employee under paragraph 10(d) above). The amount of the annual
installments shall then be calculated, based on the Account balance as of such
March 31, as equal annual installments amortized over the selected period using
the same 30-year Treasury bond ask yield. If a Covered Employee dies after the
effectiveness of the Covered Employee's election as to the method of payment
under paragraph 10(d) and the Covered Employee has selected annual installments,
such annual installments (or remaining annual installments in the case of death
after commencement of payment) shall be paid to the Covered Employee's
designated beneficiary.

(g) Other Payment Provisions. Subject to the provisions of paragraph 10 (h)
below and paragraph 7 above, a Covered Employee shall not be paid any portion of
the Covered Employee's Account prior to the Covered Employee's termination of
employment with the Corporation. Any deferral or payment hereunder shall be
subject to applicable payroll and withholding taxes. For purposes of the Plan, a
Covered Employee shall be deemed to have terminated employment with the
Corporation upon such Covered Employee becoming eligible for benefits under the
NationsBank Long-Term Disability Plan as in effect from time to time. In the
event any amount becomes payable under the provisions of the Plan to a Covered
Employee, beneficiary or other person who is a minor or an incompetent, whether
or not declared incompetent by a court, such amount may be paid directly to the
minor or incompetent person or to such person's fiduciary (or attorney-in-fact
in the case of an incompetent) as the Committee, in its sole discretion, may
decide, and the Committee shall not be liable to any person for any such
decision or any payment pursuant thereto.

(h) Withdrawals on Account of an Unforeseeable Emergency. A Covered
Employee who is in active service with the Corporation may, in the Plan
Administrator's sole discretion, receive a refund of all or any part of the
amounts previously credited to the Covered Employee's Account in the case of an
"unforeseeable emergency." A Covered Employee requesting a payment pursuant to
this subparagraph (h) shall have the burden of proof of establishing, to the
Committee's satisfaction, the existence of such "unforeseeable emergency," and
the amount of the payment needed to satisfy the same. In that regard, the
Covered Employee shall provide the Committee with such financial data and
information as the Committee may request. If the Committee determines that a
payment should be made to a Covered Employee under this subparagraph (h), such
payment shall be made within a reasonable time after the Committee's
determination of the existence of such "unforeseeable emergency" and the amount
of payment so needed. As used herein, the term "unforeseeable emergency" means a
severe financial hardship to a Covered Employee resulting from a sudden and
unexpected illness or accident of the Covered Employee or of a dependent of the
Covered Employee, loss of the Covered Employee's property due to casualty, or
other similar extraordinary and unforeseeable circumstances arising as a result
of events beyond the control of the Covered Employee. The circumstances that
shall constitute an "unforeseeable emergency" shall depend upon the facts of
each case, but, in any case, payment may not be made to the extent that such
hardship is or may be relieved (i) through reimbursement or compensation by
insurance or otherwise, or (ii) by liquidation of the Covered Employee's assets,
to the extent the liquidation of such assets would not itself cause severe
financial hardship. Examples of what are not considered to be "unforeseeable
emergencies" include the need to send a Covered Employee's child to college or
the desire to purchase a home. Withdrawals of amounts because of an
"unforeseeable emergency" shall not exceed an amount reasonably needed to
satisfy the emergency need.

(i) Statements of Account. Each Covered Employee shall receive an annual
statement of the Covered Employee's Account balance.

11. Claims Procedures:

(a) General. In the event that a Covered Employee or designated beneficiary
has a claim for benefits under the Plan (a "Claim"), such Claim shall be made by
such person's (the "Claimant") filing a notice thereof with the Committee within
ninety (90) days after such Claimant first has knowledge of such Claim. Each
Claimant who has submitted a Claim to the Committee shall be afforded a
reasonable opportunity to state such Claimant's position and to present evidence
and other material relevant to the Claim to the Committee for its consideration
in rendering its decision with respect thereto. The Committee shall render its
decision in writing within ninety (90) days after the Claim is referred to it,
unless special circumstances require an extension of such time within which to
render such decision, in which event such decision shall be rendered no later
than one hundred eighty (180) days after the Claim is referred to it. A copy of
such written decision shall be furnished to the Claimant.

(b) Notice of Decision of Committee. Each Claimant whose Claim has been



denied by the Committee shall be provided written notice thereof, which notice
shall set forth:

(i) the specific reason(s) for the denial;

(ii) specific reference to pertinent provision(s) of the Plan upon
which such denial is based;

(iii) a description of any additional material or information
necessary for the Claimant to perfect such Claim and an explanation of why
such material or information is necessary; and

(iv) an explanation of the procedure hereunder for review of such
Claim;

all in a manner calculated to be understood by such Claimant.

(c) Review of Decision of Committee. Each such Claimant shall be afforded a
reasonable opportunity for a full and fair review of the decision of the
Committee denying the Claim. Such review shall be by the Committee. Such appeal
shall be made within ninety (90) days after the Claimant received the written
decision of the Committee and shall be made by the written request of the
Claimant or such Claimant's duly authorized representative of the Committee. In
the event of appeal, the Claimant or such Claimant's duly authorized
representative may review pertinent documents and submit issues and comments in
writing to the Committee. The Committee shall review the following:

(i) the initial proceedings of the Committee with respect to such
Claim;

(ii) such issues and comments as were submitted in writing by the
Claimant or the Claimant's duly authorized representative; and

(iii) such other material and information as the Committee, in its
sole discretion, deems advisable for a full and fair review of the decision
of the Committee.

The Committee may approve, disapprove or modify the decision of the Committee,
in whole or in part, or may take such other action with respect to such appeal
as it deems appropriate. The decision of the Committee with respect to such
appeal shall be made promptly, and in no event later than sixty (60) days after
receipt of such appeal, unless special circumstances require an extension of
such time within which to render such decision, in which event such decision
shall be rendered as soon as possible and in no event later than one hundred
twenty (120) days following receipt of such appeal. The decision of the
Committee shall be in writing and in a manner calculated to be understood by the
Claimant and shall include specific reasons for such decision and set forth
specific references to the pertinent provisions of the Plan upon which such
decision is based. The Claimant shall be furnished a copy of the written
decision of the Committee. Such decision shall be final and conclusive upon all
persons interested therein, except to the extent otherwise provided by
applicable law.

IN WITNESS WHEREOF, this instrument has been executed by an authorized
officer of the Corporation as of the day and year first above written.

NATIONSBANK CORPORATION

C. J. Cooley
Executive Vice President

"Corporation"
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NationsBank Corporation
Key Employee Stock Plan

Article 1. Establishment, Purpose, and Duration

1.1 Establishment of the Plan. NationsBank Corporation, a North Carolina
corporation (hereinafter referred to as the "Company"), hereby establishes an
incentive compensation plan to be known as the "NationsBank Corporation Key
Employee Stock Plan" (hereinafter referred to as the "Plan"), as set forth in
this document. The Plan permits the grant of Nonqualified Stock Options,
Incentive Stock Options, Stock Appreciation Rights, Restricted Stock and
Performance Shares.

Subject to approval by the Company's shareholders, the Plan shall become
effective as of January 1, 1995 (the "Effective Date") and shall remain in
effect as provided in Section 1.3 hereof.

1.2 Purpose of the Plan. The purpose of the Plan is to promote the success
and enhance the value of the Company by linking the personal interests of
Participants to those of the Company's shareholders, and by providing
Participants with an incentive for outstanding performance.

The Plan is further intended to provide flexibility to the Company in its



ability to motivate, attract, and retain the services of Participants upon whose
judgment, interest and special effort the successful conduct of its operation
largely is dependent.

1.3 Duration of the Plan. The Plan shall commence on the Effective Date, as
described in Section 1.1 hereof, and shall remain in effect, subject to the
right of the Board of Directors to amend or terminate the Plan at any time
pursuant to Article 15 hereof, until all Shares subject to it shall have been
purchased or acquired according to the Plan's provisions. However, in no event
may an Award be granted under the Plan after December 31, 2004.

Article 2. Definitions

Whenever used in the Plan, the following terms shall have the meanings set
forth below and, when the meaning is intended, the initial letter of the word is
capitalized:

2.1 "Award" means, individually or collectively, a grant under this Plan of
Nonqualified Stock Options, Incentive Stock Options, Stock Appreciation Rights,
Restricted Stock or Performance Shares.

2.2 "Award Agreement" means an agreement entered into by the Company and
each Participant setting forth the terms and provisions applicable to Awards
granted under this Plan.

2.3 "Beneficial Owner" or "Beneficial Ownership" shall have the meaning
ascribed to such term in Rule 13d-3 of the General Rules and Regulations under
the Exchange Act.

2.4 "Board" or "Board of Directors" means the Board of Directors of the
Company .

2.5 "Change in Control" of the Company means, and shall be deemed to have
occurred upon, any of the following events:

(a) The acquisition by any Person of Beneficial Ownership of
twenty-five percent (25%) or more of either:

(i) The then-outstanding Shares (the "Outstanding Shares"); or

(ii) The combined voting power of the then-outstanding voting
securities of the Company entitled to vote generally in the election
of Directors (the "Outstanding Voting Securities"); provided, however,
that the following acquisitions shall not constitute a Change in
Control: (A) any acquisition directly from the Company or pursuant to
a written agreement to which the Company is a party, as such written
agreement is more particularly described in Section 55-9A-01(b) (3)f
and g of the North Carolina Business Corporation Act as ratified by
the North Carolina General Assembly on June 8, 1989, (B) any
acquisition by the Company or any of its Subsidiaries, (C) any
acquisition by any employee benefit plan (or related trust) sponsored
or maintained by the Company or any of its Subsidiaries, (D) any
acquisition by any corporation with respect to which, following such
acquisition, more than fifty percent (50%) of, respectively, the
then-outstanding shares of common stock of such corporation and the
combined voting power of the then-outstanding voting securities of
such corporation entitled to vote generally in the election of
directors are then beneficially owned by all or substantially all of
the Persons who were the Beneficial Owners, respectively, of the
Outstanding Shares and Outstanding Voting Securities immediately prior
to such acquisition in substantially the same proportions as their
Beneficial Ownership, immediately prior to such acquisition, of the
Outstanding Shares and Outstanding Voting Securities, as the case may
be; or

(b) Individuals who, as of the Effective Date, constitute the Board of
Directors (the "Incumbent Board") cease for any reason to constitute at
least a majority of the Board of Directors; provided, however, that any
individual who becomes a Director subsequent to the Effective Date and
whose election, or whose nomination for election by the Company's
shareholders, to the Board of Directors was either (i) approved by a vote
of at least a majority of the Directors then comprising the Incumbent Board
or (ii) recommended by a Nominating Committee comprised entirely of
Directors who are then Incumbent Board members shall be considered as
though such individual were a member of the Incumbent Board, but excluding,
for this purpose, any such individual whose initial assumption of office
occurs as a result of either an actual or threatened election contest (as
such terms are used in Rule 14a-11 of Regulation 14A promulgated under the
Exchange Act), other actual or threatened solicitation of proxies or
consents or an actual or threatened tender offer; or

(c) Approval by the Company's shareholders of a reorganization,
merger, or consolidation, in each case, with respect to which all or



substantially all of the Persons who were the Beneficial Owners,
respectively, of the Outstanding Shares and Outstanding Voting Securities
immediately prior to such reorganization, merger, or consolidation do not,
following such reorganization, merger, or consolidation, beneficially own
more than fifty percent (50%) of, respectively, the then-outstanding shares
of common stock and the combined voting power of the then-outstanding
voting securities entitled to vote generally in the election of directors,
as the case may be, of the corporation resulting from such reorganization,
merger, or consolidation in substantially the same proportions as their
Beneficial Ownership, immediately prior to such
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reorganization, merger, or consolidation, of the Outstanding Shares and
Outstanding Voting Securities, as the case may be; or

(d) Approval by the Company's shareholders of:
(i) A complete ligquidation or dissolution of the Company; or

(ii) The sale or other disposition of all or substantially all of
the assets of the Company, other than to a corporation, with respect
to which following such sale or other disposition, more than fifty
percent (50%) of, respectively, the then-outstanding shares of common
stock of such corporation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors is then beneficially owned by
all or substantially all of the Persons who were the Beneficial
Owners, respectively, of the Outstanding Shares and Outstanding Voting
Securities immediately prior to such sale or other disposition in
substantially the same proportion as their Beneficial Ownership,
immediately prior to such sale or other disposition, of the
Outstanding Shares and Outstanding Voting Securities, as the case may
be.

2.6 "Code" means the Internal Revenue Code of 1986, as amended from time to
time. References to the Code shall include the valid and binding governmental
regulations, court decisions and other regulatory and judicial authority issued
or rendered thereunder.

2.7 "Committee" means the Stock Option Committee of the Board, as specified
in Article 3 herein, appointed by the Board to administer the Plan with respect
to grants of Awards.

2.8 "Company" means NationsBank Corporation, a North Carolina corporation,
and any successor as provided in Article 18 herein.

2.9 "Director" means any individual who is a member of the Board of
Directors of the Company.

2.10 "Disability" with respect to a Participant, means "disability" as
defined from time to time under any long-term disability plan of the Company or
Subsidiary with which the Participant is employed.

2.11 "Earnings Per Share" means "earnings per common share" of the Company
determined in accordance with generally accepted accounting principles that
would be reported in the Company's Annual Report to Shareholders.

2.12 "Effective Date" shall have the meaning ascribed to such term in
Section 1.1 hereof.

2.13 "Exchange Act" means the Securities Exchange Act of 1934, as amended
from time to time, or any successor act thereto.

2.14 "Fair Market Value" shall be determined on the basis of the closing
sale price on the New York Stock Exchange (or such other principal securities
exchange on which the Shares are traded if the Shares are no longer traded on
the New York Stock Exchange) or, if there is no such sale on the relevant date,
then on the last previous day on which a sale was reported.
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2.15 "Freestanding SAR" means an SAR that is granted independently of any
Options.

2.16 "Incentive Stock Option" or "ISO" means an option to purchase Shares,
granted under Article 6 herein, and which is designated as an Incentive Stock
Option which is intended to meet the requirements of Section 422 of the Code.

2.17 "Insider" shall mean an individual who is, on the relevant date, an
officer, director or ten percent (10%) beneficial owner of any class of the
Company's equity securities that is registered pursuant to Section 12 of the
Exchange Act, all as defined under Section 16 of the Exchange Act.



2.18 "Key Employee" means an employee of the Company, including an officer
of the Company, in a managerial or other important position who, by virtue of
such employee's ability, qualifications and performance, has made important
contributions to the Company, all as determined by the Committee in its
discretion.

2.19 "Named Executive Officer" means, for a calendar year, a Participant
who is one of the group of "covered employees" for such calendar year within the
meaning of Code Section 162 (m) or any successor statute.

2.20 "Net Income" means "net income" of the Company determined in
accordance with generally accepted accounting principles that would be reported
in the Company's Annual Report to Shareholders.

2.21 "Nonqualified Stock Option" or "NQSO" means an option to purchase
Shares granted to Key Employees under Article 6 herein, and which is not
intended to meet the requirements of Code Section 422.

2.22 "Option" means an Incentive Stock Option or a Nonqualified Stock
Option.

2.23 "Option Price" means the price at which a Share may be purchased by a
Participant pursuant to an Option.

2.24 "Participant" means a Key Employee who has outstanding an Award
granted under the Plan.

2.25 "Performance-Based Exception" means the performance-based exception
set forth in Code Section 162 (m) (4) (C) from the deductibility limitations of
Code Section 162 (m).

2.26 "Performance Share" means an Award granted to an Key Employee, as
described in Article 9 herein.

2.27 "Period of Restriction" means the period during which the transfer of
Shares of Restricted Stock is limited in some way (based on the passage of time,
the achievement of performance goals, or upon the occurrence of other events as
determined by the Committee, at its discretion), and the Shares are subject to a
substantial risk of forfeiture, as provided in Article 8 herein.

2.28 "Person" shall have the meaning ascribed to such term in Section
3(a) (9) of the Exchange Act and used in Sections 13(d) and 14 (d) thereof,
including a "group" as defined in Section 13(d) thereof.

2.29 "Restricted Stock" means an Award granted to a Participant pursuant to
Article 8 herein.

2.30 "Retirement" of a Participant means the Participant's termination of
employment with the Company and Subsidiaries (other than by reason of death)
after the Participant has attained both (i) age fifty (50) and (ii) a combined
age and years of "Vesting Service" under the NationsBank Pension Plan equal to
at least seventy-five (75).

2.31 "Return on Assets" means "return on average assets" of the Company
determined in accordance with generally accepted accounting principles that
would be reported in the Company's Annual Report to Shareholders.

2.32 "Return on Equity" means "return on average common shareholders'
equity" of the Company determined in accordance with generally accepted
accounting principles that would be reported in the Company's Annual Report to
Shareholders.

2.33 "Shares" means the shares of Common Stock of the Company.

2.34 "Stock Appreciation Right" or "SAR" means an Award, granted alone or
in connection with a related Option, designated as an SAR, pursuant to the terms
of Article 7 herein.

2.35 "Subsidiary" means any corporation, partnership, joint venture,
affiliate, or other entity in which the Company has an ownership interest, and
which the Committee designates as a participating entity in the Plan.

2.36 "Tandem SAR" means an SAR that is granted in connection with a related
Option, the exercise of which shall require forfeiture of the right to purchase
a Share under the related Option (and when a Share is purchased under the
Option, the Tandem SAR shall similarly be canceled).

2.37 "Total Shareholder Return" means the percentage change of an initial
investment in Shares over a specified period assuming reinvestment of all
dividends during the period.



Article 3. Administration

3.1 The Committee. The Plan shall be administered by the Stock Option
Committee of the Board or by any other Committee appointed by the Board
consisting of not less than two (2) Directors. All of the members of the
Committee shall comply with the "disinterested administration" rules of Rule
16b-3 under the Exchange Act. The members of the Committee shall be appointed
from time to time by, and shall serve at the discretion of, the Board of
Directors. In addition, any action taken with respect to Named Executive
Officers for purposes of meeting the Performance-Based Exception shall be taken
by the Committee only if all of the members of the Committee are "outside
directors" within the meaning of Code Section 162 (m). If all of the members of
the Committee are not "outside directors," such action shall be taken by a
subcommittee of the Committee comprised of at least two (2) members who are
"outside directors"

3.2 Authority of the Committee. Except as limited by law, or by the
Articles of Incorporation or Bylaws of the Company, and subject to the
provisions herein, the Committee shall have full power to select Key Employees
who shall participate in the Plan; determine the sizes and types of Awards;
determine the terms and conditions of Awards in a manner consistent with the
Plan; construe and interpret the Plan and any agreement or instrument entered
into under the Plan; establish, amend, or waive rules and regulations for the
Plan's administration; and (subject to the provisions of Article 15 herein),
amend the terms and conditions of any outstanding Award to the extent such terms
and conditions are within the discretion of the Committee as provided in the
Plan. Further, the Committee shall make all other determinations which may be
necessary or advisable for the administration of the Plan. As permitted by law,
the Committee may delegate its authority as identified herein.

3.3 Decisions Binding. All determinations and decisions made by the
Committee pursuant to the provisions of the Plan and all related orders and
resolutions of the Board shall be final, conclusive and binding on all persons,
including the Company, its shareholders, employees, Participants, and their
estates and beneficiaries.

Article 4. Shares Subject to the Plan

4.1 Number of Shares Available for Grants. Beginning on the Effective Date,
there is hereby reserved for issuance under the Plan a number of shares equal
to:

(a) seventy-five one hundredths of a percent (0.75%) of the
outstanding Shares as of the first business day of each calendar year
beginning with calendar year 1995 and continuing through calendar year
2004; plus

(b) the Shares available for issuance under the Company's 1986
Restricted Stock Award Plan (the "1986 Plan") as of January 31, 1995.

Such Shares available for grants of Awards in any year shall be increased by the
number of Shares available under this Section 4.1 in previous years but not
covered by Awards granted under this Plan in those years plus any Shares as to
which Awards granted under this Plan have la