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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 13G/A

                    Under the Securities Exchange Act of 1934

                       Cornerstone Progressive Return Fund

                        --------------------------------
                                (Name of Issuer)

                                  Common Stock
                                ----------------
                         (Title of Class of Securities)

                                   21925C101
                                 --------------
                                 (CUSIP Number)

Date of Event Requiring Filing:   October 11, 2010

Check the following  box if a fee is being paid with this  statement / /. (A fee
is not required only if the filing person:  (1) has a previous statement on file
reporting  beneficial  ownership  of more  than  five  percent  of the  class of
securities  described  in Item 1;  and (2) has  filed  no  amendment  subsequent
thereto reporting  beneficial  ownership of five percent or less of such class.)
(See Rule 13d-7).

*The  remainder of this cover page shall be filled out for a reporting  person's
initial filing on this form with respect to the subject class of securities, and
for any  subsequent  amendment  containing  information  which  would  alter the
disclosures provided in prior cover page.

The information required in the remainder of this cover page shall not be deemed
to be "filed" for the purpose of Section 18 of the  Securities  Exchange  Act of
1934 ("Act") or otherwise  subject to the liabilities of that section of the Act
but  shall be  subject  to all other  provisions  of the Act  (however,  see the
Notes).

SEC 1745 (10-88)
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SCHEDULE 13G/A

CUSIP NO. 21925C101
          ---------
- ----------------------------------------------------------------------
1.       NAME OF REPORTING PERSON
         S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON

         Doliver Capital Advisors, LP
- --------------------------------------------------------------------
2.       CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*  (a) /   /.
                                                            (b) /   /.

- --------------------------------------------------------------------
3.       SEC USE ONLY

- --------------------------------------------------------------------
4.       CITIZENSHIP OR PLACE OF ORGANIZATION

         USA

- -----------------------------------------------------------------
                                 5.       SOLE VOTING POWER

           NUMBER OF                                          0
                                 -------- --------------------------------------
            SHARES               6.       SHARED VOTING POWER
         BENEFICIALLY
           OWNED BY                                             0
                                 -------- --------------------------------------
             EACH                7.       SOLE DISPOSITIVE POWER
           REPORTING
            PERSON                                            0
                                 -------- --------------------------------------
             WITH                8.       SHARED DISPOSITIVE POWER

                                                                417,000
- -------------------------------- -------- ---------------------------
9.       AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

                417,000

- ---------------------------------------------------------------------
10.      CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
         /   /.

- --------------------------------------------------------------------
11.      PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 9

         4.5%
- -------------------------------------------------------------------
12.      TYPE OF REPORTING PERSON*

                IA
- ------------------------------------------------------------------
                      *SEE INSTRUCTION BEFORE FILLING OUT!
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STATEMENT ON SCHEDULE 13G/A

Item 1(a).                  Name of Issuer:

                            Cornerstone Progressive Return Fund

Item 1(b).                  Address of Issuer's Principal Executive Offices:

                            c/o Bear Stearns Fund Management, Inc.
                            383 Madison Avenue, 23rd Floor
                            New York, New York  10179
                            212-272-3550

Item 2(a).                  Names of Person Filing:

                            Doliver Capital Advisors, LP

Item 2(b).                  Address of  Principal  Business  Office or, if none,
                            Residence:

                            6363 Woodway, Suite 963
                            Houston, Texas  77057

Item 2(c).                  Citizenship:

                            USA

Item 2(d).                  Title of Class of Securities:

                            Common Stock

Item 2(e).                  CUSIP Number:

                            21925C101

Item 3.                     If  this   statement  is  filed  pursuant  to  Rules
                            13d-1(b),  or  13d-2(b),  check  whether  the person
                            filing is a:

                            (a) /  / Broker or Dealer  registered under Section
                                15 of the Act

                            (b) / / Bank as defined  in  section  3(a)(6) of the
                                Act

                            (c) / /  Insurance  Company  as  defined  in section
                                3(a)(19) of the Act

                            (d) / / Investment  Company registered under section
                                8 of the Investment Company Act

                            (e) /x/ Investment  Advisor registered under
                                section 203 of the Investment Advisers Act
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                            (f) / / Employee Benefit Plan, Pension Fund which is
                                subject  to  the   provisions  of  the  Employee
                                Retirement   Income  Security  Act  of  1974  or
                                Endowment Fund; see (240.13d-1(b)(ii)(F)  (Note:
                                See Item 7)

                            (g) / / Parent Holding  Company,  in accordance with
                                (240.13d-1(b)(ii)(G). (Note: See Item 7)

                            (h) /   /   Group,    in   accordance    with   Sec.
                                240.13d-1(b)(ii)(H).

Item 4.  Ownership:

         (a) Amount Beneficially Owned: 417,000

         (b) Percent of Class:  4.5%

         (c) Number of shares as to which such person has:

              (i) sole power to vote or to direct the vote: 0

              (ii) shared power to vote or to direct the vote: 0

              (iii) sole power to dispose or to direct the disposition of:
                    0

              (iv) shared power to dispose or to direct the disposition of:
                    417,000

Item 5.       Ownership of Five Percent or Less of a Class:

              Not Applicable

Item 6.       Ownership of More than Five Percent on Behalf of Another Person:

              Not Applicable

Item 7.       Identification and Classification of the Subsidiary Which Acquired
              the Security Being Reported on By the Parent Holding Company:

              Not Applicable

Item 8.       Identification and Classification of Members of the Group:

              Not Applicable

Item 9.       Notice of Dissolution of Group:

              Not Applicable
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Item 10. Certification:

By signing  below, I certify that, to the best of my knowledge
and belief, the securities  referred to above were acquired
and are held in the ordinary  course of business and were not
acquired and are not held for the purpose  of  and  do  not
have  the  effect  of  changing or influencing  the control
of the issuer of such securities and were not acquired and
are not held in connection  with or as a  participant  in
any transaction having such purposes or effect.

Signature

After  reasonable  inquiry and to the best of my knowledge and belief, I certify
that the information set forth in this statement is true, complete and correct.

Dated: October 13, 2010

                                                 /s/ Ralph D. McBride
                                                 ------------------
                                                 Name:   Ralph D. McBride
                                                         President

0px;margin-bottom:0px; margin-left:4%; text-indent:4%">(9) Indebtedness arising from the honoring by a bank or other financial
institution of a check, draft or similar instrument inadvertently (except in the case of daylight overdrafts) drawn against insufficient funds in the
ordinary course of business; provided, however, that such Indebtedness is extinguished within five business days of incurrence;

(10) Indebtedness of Xerox or any Restricted Subsidiary in respect of performance bonds, bankers� acceptances, workers� compensation claims,
surety or appeal bonds, payment obligations in connection with self-insurance or similar obligations, and operating leases, trade contracts and
bank overdrafts (and letters of credit in respect thereof) in the ordinary course of business;

(11) Indebtedness incurred in connection with the Third-Party Vendor Financing Program or any Qualified Receivables Transaction; provided
that any Liens on such Indebtedness are permitted by the �Limitation on Liens� covenant;

(12) any guarantee by Xerox or a Restricted Subsidiary of Indebtedness of Xerox or any Restricted Subsidiary so long as the incurrence of such
Indebtedness would otherwise be permitted to be incurred under the indenture and such guarantee is otherwise not prohibited by the indenture
and clause (a) of the �Subsidiary Guarantees� covenant, to the extent applicable, is complied with;
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(13) Indebtedness arising from guarantees of Indebtedness of Xerox or any Restricted Subsidiary or the agreements of Xerox or a Restricted
Subsidiary providing for indemnification, adjustment of purchase price or similar obligations, in each case, incurred or assumed in connection
with the disposition of any business, assets or Capital Stock of a Subsidiary, or other guarantees of Indebtedness incurred by any person
acquiring all or any portion of such business, assets, Subsidiary or Capital Stock of a Subsidiary for the purpose of financing such acquisition;
provided that the maximum aggregate liability in respect of all such
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Indebtedness shall at no time exceed the gross proceeds (including non-cash proceeds) actually received by Xerox and/or such Restricted
Subsidiary in connection with such disposition;

(14) the issuance of shares of Disqualified Stock by Xerox to a Restricted Subsidiary of Xerox; provided, however, that (a) any subsequent
issuance or transfer that results in any such Disqualified Stock being held by a Person other than a Restricted Subsidiary thereof and (b) any sale
or other transfer of any such Disqualified Stock to a Person that is not a Restricted Subsidiary thereof shall be deemed, in each case, to constitute
an issuance of such Disqualified Stock by Xerox that was not permitted by this clause (14);

(15) obligations incurred in the ordinary course of business and not for money borrowed (for example, repurchase agreements) to purchase
securities or other property, if such obligations arise out of or in connection with the sale of the same or similar securities or properties;

(16) obligations to deliver goods or services in consideration of advance payments therefor;

(17) Indebtedness consisting of take-or-pay obligations contained in supply contracts entered into in the ordinary course of business;

(18) Refinancing Indebtedness; and

(19) additional Indebtedness of Xerox and its Restricted Subsidiaries in an aggregate principal amount not to exceed $75.0 million at any one
time outstanding (which amount may, but need not, be incurred in whole or in part under the Credit Agreement).

For purposes of determining compliance with the �Limitation on Incurrence of Additional Indebtedness� covenant, in the event that an item of
Indebtedness meets the criteria of more than one of the categories of Permitted Indebtedness described in clauses (1) through (19) above or is
entitled to be incurred pursuant to the Consolidated Fixed Charge Coverage Ratio provisions of such covenant, Xerox shall, in its sole discretion,
classify such item of Indebtedness in any manner that complies with such covenant. In addition, Xerox may, at any time, change the
classification of an item of Indebtedness (or any portion thereof) to any other clause, and in part under any one or more of the clauses listed
above, or to the first paragraph of the �Limitation on Incurrence of Additional Indebtedness� covenant provided that Xerox would be permitted to
incur such item of Indebtedness (or portion thereof) pursuant to such other clause or clauses, as the case may be, or of the first paragraph of the
�Limitation on Incurrence of Additional Indebtedness� covenant, as the case may be, at such time of reclassification. Accrual of interest, accretion
or amortization of original issue discount or other discounts or premiums, the payment of interest on any Indebtedness in the form of additional
Indebtedness with the same terms, and the payment of dividends on Disqualified Capital Stock or Preferred Stock in the form of additional
shares of the same class of Disqualified Capital Stock or Preferred Stock and any other changes in reported Indebtedness required by GAAP and
other non-cash changes in Indebtedness due to fluctuations in interest rates, will not be deemed to be an incurrence of Indebtedness or an
issuance of Disqualified Capital Stock or Preferred Stock for purposes of the �Limitation on Incurrence of Additional Indebtedness� covenant.

�Permitted Investment Intermediate Ratings Condition� means the condition that Xerox�s senior unsecured debt is rated at least �BB� by S&P and
�Ba2� by Moody�s.
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�Permitted Investments� means:

(1) Investments by Xerox or any Restricted Subsidiary of Xerox in any Person that is or will become immediately after such Investment a
Restricted Subsidiary of Xerox or that will merge or consolidate into Xerox or a Restricted Subsidiary of Xerox;

(2) Investments in Xerox by any Restricted Subsidiary of Xerox;

(3) Investments in cash in (a) euros or dollars and Cash Equivalents or, to the extent determined by Xerox or a Foreign Subsidiary in good faith
to be necessary for local working capital requirements and operational requirements of the Foreign Subsidiaries, other cash and cash equivalents
denominated in the currency of any jurisdiction which are, as determined in good faith by Xerox or such Foreign Subsidiary,
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necessary or desirable for reasonable business purposes and, in the case of cash equivalents, are otherwise substantially similar to the items
specified in the definition of �Cash Equivalents,� and (b) cash and Cash Equivalents denominated in the currency of the jurisdiction of
organization or place of business of a Foreign Subsidiary that are otherwise substantially similar to items specified in the definition of �Cash
Equivalents,� except that if such jurisdiction prohibits the repatriation of working capital to the United States, any specific rating required in the
definition of �Cash Equivalents� shall be deemed to be satisfied if such Investments have, at the time of the acquisition, the highest rating from any
rating agency of any Investments available to be issued in such currency; provided that the aggregate amount of Investments made pursuant to
this clause (3)(b) shall not exceed the equivalent of $50.0 million at any time outstanding;

(4) loans and advances to employees and officers of Xerox and its Subsidiaries to purchase Capital Stock of Xerox for bona fide business
purposes;

(5) Currency Agreements and Interest Swap Obligations entered into in the ordinary course of Xerox�s or its Restricted Subsidiaries� businesses
and not for speculative purposes and otherwise in compliance with the indenture;

(6) additional Investments having an aggregate fair market value, taken together with all other Investments made or deemed to be made pursuant
to this clause (6) that are at that time outstanding, not to exceed $750.0 million at the time of such Investment (with the fair market value of each
Investment being measured at the time made and without giving effect to subsequent changes in value);

(7) Investments in securities of trade creditors or customers received pursuant to any plan of reorganization or similar arrangement upon the
bankruptcy, work-out or insolvency of such trade creditors or customers or as a result of a foreclosure by Xerox or any of its Restricted
Subsidiaries with respect to any secured Investment or other transfer of title with respect to any secured Investment in default;

(8) Investments made by Xerox or its Restricted Subsidiaries as a result of consideration received in connection with any sale or other transfer of
assets, to the extent applicable, in compliance with the �Limitation on Asset Sales� covenant;

(9) Permitted Joint Venture Investments;

(10) receivables owing to Xerox or any Restricted Subsidiary or other trade credit provided by Xerox or any Restricted Subsidiary if created or
acquired in the ordinary course of business and payable or dischargeable in accordance with customary trade terms; provided, however, that such
trade terms may include such concessionary trade terms as Xerox or any such Restricted Subsidiary deems reasonable under the circumstances;

(11) payroll, travel and similar advances to cover matters that are expected at the time of such advances ultimately to be treated as expenses for
accounting purposes and that are made in the ordinary course of business;

(12) stock, obligations or securities received as security for, or in settlement of, debts created in the ordinary course of business and owing to
Xerox or any of its Restricted Subsidiaries or in satisfaction of judgments or claims;
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(13) Investments relating to purchase or acquisition of products from vendors, manufacturers or suppliers in the ordinary course of business;

(14) Investments owned by Xerox and any Restricted Subsidiary existing on the Issue Date, any extension or renewal thereof that does not
increase the principal amount thereof (other than to reflect any accrued interest, dividends or other amounts with respect thereto and any
expenses incurred in connection with such extension or renewal) and conversions of any such debt Investments into equity Investments and
contributions or other transfers of such Investments to Xerox or any of its Restricted Subsidiaries (other than for cash);

(15) Investments in connection with pledges, deposits, payments or performance bonds made or given in the ordinary course of business in
connection with or to secure statutory, regulatory or similar obligations, including obligations under health, safety or environmental obligations;
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(16) any Investment by Ridge Reinsurance Limited of cash that may legally be made by a Bermuda insurance company; and

(17) Investments made by Xerox or any Subsidiary at any time the Permitted Investment Covenant Intermediate Ratings Condition is satisfied;
provided that on any Reinstatement Date, Investments made at any time that the Permitted Investment Covenant Intermediate Ratings Condition
is satisfied that are not of the type described in any of clauses (1) through (5) and (7) through (16) of this definition (such Investments, �Excess
Investments�) shall be deemed to have been made and shall be applied to reduce (A) the amount of Investments available to be made after the
Reinstatement Date pursuant to clause (6) of this definition and/or (B) the amount of Restricted Payments available to be made after the
Reinstatement Date under clause (iii) of the �Limitation on Restricted Payments� covenant; provided further that Xerox shall have the exclusive
right to allocate and choose the order in which Excess Investments are applied under clauses (A) and/or (B) above; provided that such reductions
by themselves shall not cause the amount available at any time to be made either as Investments pursuant to clause (6) of this definition or
Restricted Payments pursuant to clause (iii) of the �Limitation on Restricted Payments� covenant to be reduced to below an amount equal to $75.0
million per calendar year in each case; provided further that such amount shall be pro rated only for the number of calendar days between the
Reinstatement Date and the earlier of (A) the end of the calendar year in which the Reinstatement Date occurs and (B) the maturity of the debt
securities of the applicable series issued under the indenture.

�Permitted Joint Venture Investments� means any Investment (A) in a joint venture, partnership or other arrangement with a Person or Persons to
the extent necessary or desirable as determined by Xerox to (x) facilitate, or as contemplated by, the Business Effectiveness Actions or (y)
facilitate Qualified Receivables Transactions and (B) in Fuji Xerox Co., Limited.

�Person� means an individual, partnership, corporation, limited liability company, unincorporated organization, trust or joint venture, or a
governmental agency or political subdivision thereof.

�Preferred Stock� of any Person means any Capital Stock of such Person that has preferential rights to any other Capital Stock of such Person with
respect to dividends or redemptions or upon liquidation.

�Purchase Money Indebtedness� means Indebtedness of Xerox and its Restricted Subsidiaries incurred for the purpose of financing all or any part
of the purchase price, or the cost of installation, construction or improvement, of property or equipment; provided, however, that (1) the amount
of such Indebtedness shall not exceed such purchase price or cost, (2) such Indebtedness shall not be secured by any asset other than the
specified asset being financed or, in the case of real property or fixtures, including additions and improvements, the real property to which such
asset is attached and (3) such Indebtedness shall be incurred within 180 days after such acquisition of such asset by Xerox or such Restricted
Subsidiary or such installation, construction or improvement.

�Qualified Capital Stock� means any Capital Stock that is not Disqualified Capital Stock.

�Qualified Receivables Transaction� means any transaction or arrangement or series of transactions or arrangements entered into by Xerox or any
of its Subsidiaries in order to monetize or otherwise finance, or as a result of which it may receive earlier than otherwise due amounts that will
become receivable or be earned in the future in respect of, a discrete pool (which may be fixed or revolving) of receivables, leases or other
financial assets including financing contracts and any transaction or arrangement that is not a sale or transfer but pursuant to and by virtue of
which a Person succeeds to, and becomes entitled to, the rights under or in respect of such receivables, leases or other financial assets (in each
case whether now existing or arising in the future), and which may include a Lien on (a) receivables, (b) deposit or other accounts (and the funds
or investments from time to time credited thereto) established in connection with a Qualified Receivables Transaction to secure obligations of
Xerox or any of its Subsidiaries arising in connection with or otherwise related to such transaction, (c) any promissory note issued by Xerox or
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any of its Subsidiaries evidencing the repayment of amounts directly
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or indirectly distributed to Xerox or any of its Subsidiaries from any such accounts and (d) any assets of or Capital Stock any warrants, options
or other rights to acquire Capital Stock in each and any Receivables SPE used to facilitate such transaction, provided that such transaction or
arrangement does not constitute or create indebtedness secured by a Lien that is not permitted by the �Limitation on Liens� covenant.

�Receivables SPE� means a Restricted Subsidiary that is a special purpose entity that (a) borrows against receivables or purchases, leases or
otherwise acquires receivables or transfers receivables to one or more third-party purchasers or another Receivables SPE in connection with a
Qualified Receivables Transaction, (b) engages in other activities that are necessary or desirable to effectuate the activities described in the
definitions of �Qualified Receivables Transaction� or �Third-Party Vendor Financing Program,� or (c) is established or then used solely for the
purpose of, and has no business other than, owning a Receivables SPE, servicing receivables owned by a Receivables SPE, owning or holding
title to the property or assets giving rise to such receivables or any activities incidental thereto (including those described in the definitions of
�Qualified Receivables Transaction� or �Third-Party Vendor Financing Program�).

�Refinance� means, in respect of any security or Indebtedness, to refinance, extend, renew, refund, repay, prepay, redeem, defease or retire, or to
issue a security or Indebtedness in exchange or replacement for, such security or Indebtedness in whole or in part. �Refinanced� and �Refinancing�
shall have correlative meanings.

�Refinancing Indebtedness� means any Refinancing by Xerox or any Restricted Subsidiary of Xerox of Indebtedness permitted by the �Limitation
on Incurrence of Additional Indebtedness� covenant (other than pursuant to clauses (3), (5), (6), (7), (8), (9), (10), (11), (13), (14), (15), (16), (17)
or (19) of the definition of �Permitted Indebtedness�), in each case that does not:

(1) result in an increase in the aggregate principal amount of Indebtedness of such Person as of the date of such proposed Refinancing (plus the
amount of (i) any premium required to be paid under the terms of the instrument governing such Indebtedness, (ii) accrued interest on the
Indebtedness being refinanced and (iii) reasonable expenses incurred by Xerox in connection with such Refinancing); or

(2) create Indebtedness with: (a) a Weighted Average Life to Maturity that is less than the Weighted Average Life to Maturity of the
Indebtedness being Refinanced; or (b) a final maturity earlier than the final maturity of the Indebtedness being Refinanced; provided that (x) if
such Indebtedness being Refinanced is Indebtedness of Xerox, then such Refinancing Indebtedness shall be Indebtedness solely of Xerox and (y)
if such Indebtedness being Refinanced is subordinate or junior to the applicable debt securities, then such Refinancing Indebtedness shall be
subordinate to the applicable debt securities at least to the same extent and in the same manner as the Indebtedness being Refinanced.

�Reinstatement Date� means, after the satisfaction of the Investment Covenant Intermediate Ratings Condition the first date on which the
Investment Covenant Intermediate Ratings Condition is no longer satisfied.

�Restricted Subsidiary� of any Person means any Subsidiary of such Person which at the time of determination is not an Unrestricted Subsidiary.

�S&P� means Standard & Poor�s Rating Service, a division of The McGraw-Hill Companies, Inc., and its successors.
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�Sale and Leaseback Transaction� means any direct or indirect arrangement with any Person or to which any such Person is a party, providing for
the leasing to Xerox or a Restricted Subsidiary of any property, whether owned by Xerox or any Restricted Subsidiary at the Issue Date or later
acquired, which has been or is to be sold or transferred by Xerox or such Restricted Subsidiary to such Person or to any other Person from whom
funds have been or are to be advanced by such Person on the security of such Property.

�Securities Act� means the Securities Act of 1933, as amended, or any successor statute or statutes thereto.
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�Series B Convertible Preferred Stock� means the 10.0 million shares of Series B Convertible Preferred Stock of Xerox issued to Xerox�s
Employee Stock Ownership Plan Trust, as in effect on January 17, 2002.

�Significant Subsidiary,� with respect to any Person, means any Restricted Subsidiary of such Person that satisfies the criteria for a �significant
subsidiary� set forth in Rule 1.02 of Regulation S-X under the Exchange Act as such Regulation is in effect on January 17, 2002.

�Specified Subsidiary� means any Subsidiary of Xerox from time to time having a Consolidated Net Worth Amount of at least $100.0 million;
provided, however, that each of Xerox Financial Services, Inc., Xerox Credit Corporation and any other Subsidiary principally engaged in any
business or businesses other than development, manufacture and/or marketing of (x) business equipment (including, without limitation,
reprographic, computer (including software) and facsimile equipment), (y) merchandise or (z) services (other than financial services) shall be
excluded as a �Specified Subsidiary� of Xerox.

�Subordinated Indebtedness� means Indebtedness of Xerox that is subordinated or junior in right of payment to the debt securities.

�Subsidiary,� with respect to any Person, means:

(1) any corporation of which the outstanding Capital Stock having at least a majority of the votes entitled to be cast in the election of directors
under ordinary circumstances shall at the time be owned, directly or indirectly, by such Person; or

(2) any other Person of which at least a majority of the voting interest under ordinary circumstances is at the time, directly or indirectly, owned
by such Person.

�Suspension Period� has the meaning set forth under ��Suspension Period.�

�Synthetic Purchase Agreement� shall mean any agreement pursuant to which Xerox or any of its Subsidiaries is or may become obligated to make
any payment the amount of which is determined by reference to a derivative agreement that relates to the price or value at any time of any
Capital Stock of Xerox; provided, that no phantom stock or similar plan providing for payments only to current or former directors, officers or
employees of Xerox or any Subsidiary (or to their heirs or estates or successors or assigns) shall be deemed to be a Synthetic Purchase
Agreement.

�Third-Party Vendor Financing Program� means any arrangement by Xerox or any Restricted Subsidiary of third-party vendor financing directly
or indirectly for customers of Xerox or any Restricted Subsidiary, including (a) the sale of a financing business, (b) transfers of all or any portion
of the business of, and assets relating to the business of, providing billing, collection and other services in respect of finance, lease and other
receivables, (c) Qualified Receivables Transactions and (d) other arrangements for the indirect financing of receivables wherein a third-party
financier makes loans to Restricted Subsidiaries that are Finance SPEs in respect of receivables generated by Xerox or any Restricted
Subsidiary, whether generated prior to or during such arrangements and whether the relevant transaction is consolidated balance sheet (including
the Program Agreement dated as of October 21, 2002 between General Electric Capital Corporation, Xerox, Xerox Lease Funding, LLC and
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Xerox Lease Equipment LLC as thereafter amended, modified or supplemented from time to time and any Qualified Receivables Transactions
and similar arrangements for indirect financings of receivables between Xerox or any Restricted Subsidiary and General Electric Capital
Corporation or any of its affiliates).

�Unrestricted Subsidiary� of any Person means:

(1) the Subsidiary to be so designated has total assets of $1,000 or less or any Subsidiary of such Person that at the time of determination shall be
or continue to be designated an Unrestricted Subsidiary by the Board of Directors of such Person in the manner provided below; and

(2) any Subsidiary of an Unrestricted Subsidiary.
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The Board of Directors may designate any Subsidiary (including any newly acquired or newly formed Subsidiary) to be an Unrestricted
Subsidiary unless such Subsidiary owns any Capital Stock of, or owns or holds any Lien on any property of, Xerox or any other Subsidiary of
Xerox that is not a Subsidiary of the Subsidiary to be so designated; provided that:

(1) Xerox certifies to the trustee that such designation complies with the �Limitation on Restricted Payments� covenant, including that Xerox
would be permitted to make, at the time of such designation, (a) a Permitted Investment or (b) an Investment pursuant to the first paragraph of
the �Limitation on Restricted Payments� covenant, in either case, in an amount (the �Designation Amount�) equal to the fair market value of Xerox�s
proportionate interest in such Subsidiary on such date; and

(2) each Subsidiary to be so designated and each of its Subsidiaries has not at the time of designation, and does not thereafter, create, incur,
issue, assume, guarantee or otherwise become directly or indirectly liable with respect to any Indebtedness pursuant to which the lender has
recourse to any of the assets of Xerox or any of its Restricted Subsidiaries.

The Board of Directors may designate any Unrestricted Subsidiary to be a Restricted Subsidiary only if it contemporaneously becomes a
Guarantor or:

(1) immediately after giving effect to such designation, Xerox is able to incur at least $1.00 of additional Indebtedness (other than Permitted
Indebtedness) in compliance with the �Limitation on Incurrence of Additional Indebtedness� covenant; and

(2) immediately before and immediately after giving effect to such designation, no Default or Event of Default shall have occurred and be
continuing.

Any such designation by the Board of Directors shall be evidenced to the trustee by promptly filing with the trustee a copy of the Board
Resolution giving effect to such designation and an officers� certificate certifying that such designation complied with the foregoing provisions.

�Weighted Average Life to Maturity� means, when applied to any Indebtedness at any date, the number of years obtained by dividing (a) the then
outstanding aggregate principal amount of such Indebtedness into (b) the sum of the total of the products obtained by multiplying (i) the amount
of each then remaining installment, sinking fund, serial maturity or other required payment of principal, including payment at final maturity, in
respect thereof, by (ii) the number of years (calculated to the nearest one-twelfth) which will elapse between such date and the making of such
payment.

�Wholly Owned Restricted Subsidiary� of any Person means any Wholly Owned Subsidiary of such Person which at the time of determination is a
Restricted Subsidiary of such Person.

�Wholly Owned Subsidiary� of any Person means any Subsidiary of such Person of which all the outstanding voting securities (other than in the
case of a foreign Subsidiary, directors� qualifying shares or an immaterial amount of shares required to be owned by other Persons pursuant to
applicable law) are owned by such Person or any Wholly Owned Subsidiary of such Person.
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Provisions Applicable Only To Subordinated Debt Securities

The subordinated debt securities may be senior or junior to, or rank pari passu with, our other subordinated obligations and will be subordinated
to all of our existing and future �Senior Indebtedness.� Senior Indebtedness means, without duplication, the principal, premium (if any) and unpaid
interest on all present and future:

� indebtedness of Xerox for borrowed money,

� obligations of Xerox evidenced by bonds, debentures, notes or similar instruments,

� all obligations of Xerox under
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(x) interest rate swaps, caps, collars, options and similar arrangements,

(y) any foreign exchange contract, currency swap contract, futures contract, currency option contract or other foreign currency
hedge, and

(z) credit swaps, caps, floors, collars and similar arrangements,

� indebtedness incurred, assumed or guaranteed by Xerox in connection with the acquisition by it or a subsidiary of any business,
properties or assets (except purchase-money indebtedness classified as accounts payable under generally accepted accounting
principles),

� obligations of Xerox as lessee under leases required to be capitalized on the balance sheet of the lessee under generally accepted
accounting principles,

� reimbursement obligations of Xerox in respect of letters of credit relating to indebtedness or other obligations of Xerox that qualify as
indebtedness or obligations of the kind referred to in the first five bullet points above, and

� obligations of Xerox under direct or indirect guarantees in respect of, and obligations (contingent or otherwise) to purchase or
otherwise acquire, or otherwise to assure a creditor against loss in respect of, indebtedness or obligations of others of the kinds
referred to in the first six bullet points above.

Subordinated debt securities will not be subordinated to any indebtedness or obligation if the instrument creating or evidencing the indebtedness
or obligation or pursuant to which it is outstanding provides that such indebtedness or obligation is not superior in right of payment to the
subordinated debt securities.

Other provisions applicable to subordinated debt securities will be described in a prospectus supplement.

DESCRIPTION OF THE PREFERRED STOCK AND

CONVERTIBLE PREFERRED STOCK

Xerox Preferred Stock

The following is a description of certain general terms and provisions of our preferred stock. The particular terms of any series of preferred stock
will be described in a prospectus supplement. The following summary of terms of our preferred stock is not complete. You should refer to the
provisions of our Restated Certificate of Incorporation and the certificate of amendment relating to each series of the preferred stock (the
�Certificate of Amendment�), which will be filed with the SEC at or prior to the time of issuance of such series of the preferred stock. We may
also offer convertible preferred stock. As of the date of this prospectus, we are authorized to issue up to 22,043,067 shares of cumulative
preferred stock, par value $1.00 per share. As of September 30, 2003, 9,200,000 shares of Series C Mandatory Convertible Preferred Stock were
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outstanding, 6,502,552 shares of Series B Convertible Preferred Stock were outstanding and 1,500,000 shares of Series A Cumulative Preferred
Stock are reserved for issuance in connection with our Shareholders Rights Plan. The Series C Mandatory Convertible Preferred Stock will
convert at or prior to July 1, 2006 into between approximately 75 to 90 million shares of our common stock depending on the market price of
our common stock on the conversion date. The Series C Mandatory Convertible Preferred Stock ranks senior in right of payment to our common
stock and generally has no voting rights. All of the Series B Convertible Preferred Stock is held by the trustee for the Xerox Employee Stock
Ownership Plan, and is convertible, at any time, at the option of the trustee, into Xerox common stock at a predetermined price, which is subject
to adjustment. The holders of the Series B Convertible Preferred Stock have dividend and liquidation rights prior to holders of the common
stock, but generally have voting rights equal to those of holders of the common stock, each share of Series B Convertible Preferred Stock having
the same number of votes per share as the total number of shares of Common Stock into which it is convertible. Currently, each share of Series
B Convertible Preferred Stock has six votes per share and is convertible into six shares of Common Stock.
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Subject to limitations prescribed by law, the Board of Directors is authorized at any time to:

� issue one or more series of preferred stock;

� determine the distinctive serial designation for any such series; and

� determine the number of shares in any such series.

The Board of Directors is authorized to determine, for each series of preferred stock, and the prospectus supplement will set forth with respect to
such series the following information:

� the dividend rate (or method for determining the rate);

� any liquidation preference per share of that series of preferred stock;

� any conversion or exchange provisions applicable to that series of preferred stock;

� any redemption or sinking fund provisions applicable to that series of preferred stock;

� any voting rights of that series of preferred stock in addition to those specified in our Restated Certificate of Incorporation; and

� the terms of any other preferences or rights applicable to that series of preferred stock.

Dividends

Holders of preferred stock will be entitled to receive, when, as and if declared by the Board of Directors, cash dividends at the rates and on the
dates as set forth in the prospectus supplement. Except as set forth below, no dividends will be declared or paid on any series of preferred stock
unless full dividends for all series of preferred stock (including cumulative dividends still owing, if any) have been or contemporaneously are
declared and a sum sufficient to pay such dividends has been set apart or has been paid. When those dividends are not paid in full, the shares of
all series of preferred stock will share ratably in the payment of dividends, in accordance with the sums that would be payable on those shares if
all dividends were declared and paid in full. In addition, generally, unless all dividends on the preferred stock have been declared and a sum
sufficient to pay such dividends has been set apart or has been paid, no dividends will be declared or paid on the common stock and generally we
may not redeem or purchase any common stock.

Both the 2003 Credit Facility and the Indentures, dated as of January 17, 2002 (pursuant to which our 9- 3/4% Senior Notes due 2009 were
issued) and June 25, 2003 (pursuant to which our 7- 1/8% Senior Notes due 2010 and 7- 5/8% Senior Notes due 2013 were issued) (the �Senior
Note Indentures�), contain covenants that restrict our ability to pay dividends on preferred stock under certain circumstances that include the
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occurrence and continuation of any default or event of default (as defined therein) under the 2003 Credit Facility and Senior Note Indentures,
respectively.

Convertibility

Shares of preferred stock may be convertible or exchangeable into another series of our preferred stock, our common stock, or other securities.
The Certificate of Amendment and the prospectus supplement relating to each series of convertible preferred stock, if any, will describe those
conversion rights.

Redemption And Sinking Fund

No series of preferred stock will be redeemable or receive the benefit of a sinking fund except as set forth in the applicable prospectus
supplement.
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Liquidation

In the event we voluntarily or involuntarily liquidate, dissolve or wind up our affairs, the holders of each series of preferred stock will be entitled
to receive the liquidation preference per share specified in the prospectus supplement plus an amount equal to accrued and unpaid dividends, if
any, before any distribution to the holders of common stock. If the amounts payable with respect to preferred stock are not paid in full, the
holders of preferred stock will share ratably in any distribution of assets based upon the aggregate liquidation preference for all outstanding
shares for each series. After the holders of shares of preferred stock are paid in full, they will have no right or claim to any of our remaining
assets.

Voting

Except as indicated below or in the prospectus supplement, the holders of preferred stock will not be entitled to vote. If the equivalent of six
quarterly dividends payable on any series of preferred stock is in default, whether or not consecutive, the number of directors constituting our
Board of Directors will be increased by two and the holders of such series of preferred stock, voting together as a class with all other series of
preferred stock entitled to vote on such election of directors, will be entitled to elect those additional directors. In the event of such a default, any
holder of preferred stock may request that we call a special meeting of the holders of preferred stock for the purpose of electing the additional
directors and we must call such meeting within 20 days of request. If we fail to call such a meeting upon request, then any holder of preferred
stock can call a meeting. If all accumulated dividends on any series of preferred stock have been paid in full, the holders of shares of such series
will no longer have the right to vote on directors and the term of office of each director so elected will terminate and the number of our directors
will, without further action, be reduced by two.

The vote of the holders of two-thirds of the outstanding shares of each series of preferred stock voting together as a class, is required to authorize
any amendment, alteration or repeal of our Restated Certificate of Incorporation or any Certificate of Amendment or our By-Laws which would
adversely affect the rights, preferences, privileges or voting power of the preferred stock or any holder thereof.

Miscellaneous

The holders of preferred stock will have no preemptive rights. All our issued and outstanding preferred stock is fully paid and non-assessable.
The shares of preferred stock offered, when issued, will also be fully paid and nonassessable. Shares of preferred stock that we redeem or
otherwise reacquire will resume the status of authorized and unissued shares of preferred stock undesignated as to series, and will be available
for subsequent issuance. We may not repurchase or redeem less than all the preferred stock, pursuant to a sinking fund or otherwise, while there
are any dividends in arrears on the preferred stock. Neither the par value nor the liquidation preference is indicative of the price at which the
preferred stock will actually trade on or after the date of issuance. Payment of dividends on any series of preferred stock may be restricted by
loan agreements, indenture and other transactions we may enter into.

No Other Rights

The shares of a series of preferred stock will not have any preferences, voting powers or relative, participating, optional or other special rights
except as set forth above or in the prospectus supplement, our Restated Certificate of Incorporation or Certificate of Amendment or as otherwise
required by law.
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Transfer Agent and Registrar

The transfer agent and registrar for each series of preferred stock will be described in the prospectus supplement.
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DESCRIPTION OF COMMON STOCK

The following description of our common stock is only a summary. We encourage you to read our Restated Certificate of Incorporation and our
Shareholder Rights Plan, referred to below, which have been filed with the SEC and are incorporated by reference into this prospectus.

As of the date of this prospectus, we are authorized to issue up to 1,750,000,000 shares of common stock, $1.00 par value per share (the
�common stock�). As of September 30, 2003, 791,857,130 shares of common stock were outstanding. Also, as of such date, there were
431,264,020 shares of common stock authorized, but reserved for issuance and 526,878,850 shares of common stock authorized and available
for issue or reserve.

General

Dividend Rights and Restrictions

Holders of our common stock are entitled to dividends as and when declared by the Board of Directors out of the net assets legally available
therefor. All shares of common stock are entitled to participate equally in such dividends. There are no restrictions on the payment of dividends
or purchase or redemption of our common stock under our Restated Certificate of Incorporation or By-Laws, provided all dividends for past
periods and the dividends for the current quarter on any outstanding preferred stock and retirement, purchase or sinking fund requirements
thereon, if any, have been paid or provided for, and subject further to the restrictions referred to below.

The 2002 Credit Facility prohibits us from paying cash dividends on our common stock, and permits us to declare and pay dividends on our
common stock solely in the form of shares of Qualified Capital Stock (as defined therein). The Senior Note Indentures contain covenants that
restrict our ability to pay dividends on common stock under certain circumstances that include the occurrence and continuation of any default or
event of default (as defined therein).

Voting Rights

Each share of common stock is entitled to one vote per share, subject, to the right of the holders of any outstanding preferred stock, if six
quarterly dividends (whether or not consecutive) thereon are in default, to elect, voting as a class, two members of the Board of Directors, which
right continues until the default is cured. In addition, the separate vote or consent of the holders of outstanding preferred stock may be required
to authorize certain corporate action. The holders of our Series B Convertible Preferred Stock generally have voting rights equal to those of
holders of common stock, each share of Series B Convertible Stock having the same number of votes per share as the total number of shares of
Common Stock into which it is convertible. Currently, each share of Series B Convertible Preferred Stock has six votes per share and is
convertible into six shares of Common Stock. Since the common stock and Series B Convertible Preferred Stock do not have cumulative voting
rights, if they choose to do so, the holders of more than 50% of the aggregate amount of shares of those stocks can elect all of the directors. In
such event, the holders of less than 50% of those shares cannot elect any directors.

Edgar Filing: CORNERSTONE PROGRESSIVE RETURN FUND - Form SC 13G/A

Table of Contents 25



Liquidation Rights

Holders of our common stock are entitled to receive our net assets, on a pro-rata basis, upon the dissolution, liquidation or winding up of the
Company, after the payment in full of all preferential amounts to which the holders of any then-outstanding shares of preferred stock shall be
entitled.

Preemptive Rights

Holders of our common stock do not possess preemptive rights or subscription rights as to any additional issues of any class of the capital stock
or any of our other securities.

Liability To Further Calls Or Assessments

All our issued and outstanding common stock is fully paid and non-assessable. The shares of common stock offered, when issued, will be also
fully paid and non-assessable.
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Transfer Agent

Our common stock is listed and traded on the New York Stock Exchange and the Chicago Stock Exchange under the symbol �XRX� and is also
traded on the Boston, Cincinnati, Pacific Coast, Philadelphia, London and Switzerland exchanges. The transfer agent for the common stock is
Equiserve Trust Company, N.A., P.O. Box 43010, Providence, RI 02940-3010, (800) 828-6396, or reachable, via email at website
www.equiserve.com.

Preferred Stock Purchase Rights

The Board of Directors of Xerox has adopted a Shareholder Rights Plan. Each share of common stock has one half of a right (a �Right�) attached
to it.

Until the earlier of:

� 10 business days following the date of a public announcement that a person or group has acquired beneficial ownership of 20 percent
or more of the aggregate amount of the outstanding voting common stock of Xerox (the date of such public announcement, the �Stock
Acquisition Date�, and, such person or group, an �Acquiring Person�), and

� 10 business days (or such later date as may be determined by our Board of Directors) following the commencement of, or the first
public announcement of the intent to commence, a tender or exchange offer by a person or group if, upon consummation of the offer,
such person or group would be an Acquiring Person (the earlier of such dates, the �Distribution Date�), or earlier redemption or
expiration of the Rights,

the Rights will be evidenced, with respect to the shares of common stock outstanding, by the certificates representing such shares and will be
transferred with and only with the common stock. Certificates representing shares of common stock (including the shares of common stock
which may be offered hereby) which are issued upon transfer, replacement or new issuance of common stock prior to the Distribution Date or
earlier redemption or expiration of the Rights will contain a legend evidencing the Rights and incorporating the Rights Agreement by reference.
As soon as practicable following the Distribution Date, separate certificates representing the Rights (�Rights Certificates�) will be mailed to
holders of record of common stock as of the close of business on the Distribution Date and, thereafter, such separate Rights Certificates will
trade separately and will alone evidence the Rights. The Rights are not exercisable until the Distribution Date and will expire on April 16, 2007.
Until a Right is exercised, the holder thereof will have no rights as a shareholder of Xerox, including, without limitation, the right to vote or to
receive dividends.

When the Rights become exercisable, each Right will entitle the registered holder thereof to purchase from Xerox, at a price of $250.00, subject
to adjustment (the �Purchase Price�), one three-hundredth of a share of Series A Cumulative Preferred Stock. If certain types of mergers, sales of
assets or other business combinations involving Xerox occur after the Rights become exercisable, each Right will represent the right to purchase,
at the Purchase Price, common stock of the acquiring company having a market value then equal to twice the Purchase Price. If (i) a person or
group becomes an Acquiring Person (other than pursuant to a tender or exchange offer for all outstanding shares of common stock at a price and
on terms approved by a majority of the members of our Board of Directors who are not officers of Xerox or affiliates of such Acquiring Person),
or (ii) an Acquiring Person acquires Xerox in a transaction in which Xerox and the common stock survive, each Right not owned by such
Acquiring Person will be converted into the right to purchase, at the Purchase Price, the number of shares of common stock that at that time have
a market value then equal to twice the Purchase Price.
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Our Board of Directors may, at any time on or before the earlier of (x) the Stock Acquisition Date and (y) the date on which the Rights shall
expire, authorize the redemption of all, but not less than all, of the then outstanding Rights at a redemption price of $.01 per Right, as adjusted
under certain specified circumstances. Any of the provisions of the Rights Agreement may be amended by our Board of Directors before the
Rights become exercisable. Thereafter, provisions of the Rights Agreement may be amended by our Board of Directors:

� to cure any ambiguity, to lengthen or shorten any time period under the Rights Agreement or
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� in any other manner that will not adversely affect the interest of the holders of the Rights (other than the Acquiring Person).

The Rights have certain �anti-takeover� effects. The Rights may cause substantial dilution to a person or group that attempts to acquire Xerox on
terms not approved by our Board of Directors, except pursuant to an offer conditioned on a substantial number of Rights being acquired.
Generally, the Rights should not interfere with any merger or other business combination approved by our Board of Directors prior to the time
that there is an Acquiring Person (at which time holders of the Rights become entitled to exercise their Rights for shares of common stock at
one-half the market price), since until such time the Rights generally may be redeemed by our Board of Directors at $.01 per Right.

DESCRIPTION OF WARRANTS

This section describes the general terms of the warrants that Xerox may offer and sell by this prospectus. This prospectus and any accompanying
prospectus supplement will contain the material terms and conditions for each warrant. The prospectus supplement may add, update or change
the terms and conditions of the warrants as described in this prospectus.

General

Xerox may issue warrants to purchase debt securities, preferred stock or common stock. Warrants may be issued independently or together with
any securities and may be attached to or separate from those securities. The warrants will be issued under warrant agreements to be entered into
between us and a bank or trust company, as warrant agent, all of which will be described in the prospectus supplement relating to the warrants
we are offering. The warrant agent will act solely as our agent in connection with the warrants and will not have any obligation or relationship of
agency or trust for or with any holders or beneficial owners of warrants. A copy of the warrant agreement will be filed with the SEC in
connection with the offering of the warrants.

Debt Warrants

We may issue warrants for the purchase of our debt securities. As explained below, each debt warrant will entitle its holder to purchase debt
securities at an exercise price set forth in, or to be determinable as set forth in, the related prospectus supplement. Debt warrants may be issued
separately or together with debt securities.

The debt warrants are to be issued under debt warrant agreements to be entered into between us, and one or more banks or trust companies, as
debt warrant agent, as will be set forth in the prospectus supplement relating to the debt warrants being offered by the prospectus supplement and
this prospectus. A copy of the debt warrant agreement, including a form of debt warrant certificate representing the debt warrants, will be filed
with the SEC in connection with the offering of the debt warrants.

The particular terms of each issue of debt warrants, the debt warrant agreement relating to the debt warrants and the debt warrant certificates
representing debt warrants will be described in the applicable prospectus supplement, including, as applicable:

Edgar Filing: CORNERSTONE PROGRESSIVE RETURN FUND - Form SC 13G/A

Table of Contents 29



(a) the title of the debt warrants;

(b) the initial offering price;

(c) the title, aggregate principal amount and terms of the debt securities purchasable upon exercise of the debt warrants;

(d) the currency or currency units in which the offering price, if any, and the exercise price are payable;

(e) the title and terms of any related debt securities with which the debt warrants are issued and the number of the debt warrants issued with each
debt security;
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(f) the date, if any, on and after which the debt warrants and the related debt securities will be separately transferable;

(g) the principal amount of debt securities purchasable upon exercise of each debt warrant and the price at which that principal amount of debt
securities may be purchased upon exercise of each debt warrant;

(h) if applicable, the minimum or maximum number of warrants that may be exercised at any one time;

(i) the date on which the right to exercise the debt warrants will commence and the date on which the right will expire;

(j) if applicable, a discussion of United States federal income tax, accounting or other considerations applicable to the debt warrants;

(k) whether the debt warrants represented by the debt warrant certificates will be issued in registered or bearer form, and, if registered, where
they may be transferred and registered;

(l) anti-dilution provisions of the debt warrants, if any;

(m) redemption or call provisions, if any, applicable to the debt warrants; and

(n) any additional terms of the debt warrants, including terms, procedures and limitations relating to the exchange and exercise of the debt
warrants.

Debt warrant certificates will be exchangeable for new debt warrant certificates of different denominations and, if in registered form, may be
presented for registration of transfer and debt warrants may be exercised at the corporate trust office of the debt warrant agent or any other office
indicated in the related prospectus supplement. Before the exercise of debt warrants, holders of debt warrants will not be entitled to payments of
principal, premium, if any, or interest, if any on the debt securities purchasable upon exercise of the debt warrants, or to enforce any of the
covenants in the applicable indenture.

Equity Warrants

We may issue warrants for the purchase of our equity securities such as our preferred stock or common stock. As explained below, each equity
warrant will entitle its holder to purchase equity securities at an exercise price set forth in, or to be determinable as set forth in, the related
prospectus supplement. Equity warrants may be issued separately or together with equity securities.
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The equity warrants are to be issued under equity warrant agreements to be entered into between us and one or more banks or trust companies, as
equity warrant agent, as will be set forth in the prospectus supplement relating to the equity warrants being offered by the prospectus supplement
and this prospectus. A copy of the equity warrant agreement, including a form of equity warrant certificate representing the equity warrants, will
be filed with the SEC in connection with the offering of the equity warrants.

The particular terms of each issue of equity warrants, the equity warrant agreement relating to the equity warrants and the equity warrant
certificates representing equity warrants will be described in the applicable prospectus supplement, including, as applicable:

(a) the title of the equity warrants;

(b) the initial offering price;

(c) the aggregate number of equity warrants and the aggregate number of shares of the equity security purchasable upon exercise of the equity
warrants;

(d) the currency or currency units in which the offering price, if any, and the exercise price are payable;

(e) the designation and terms of the equity securities with which the equity warrants are issued, and the number of equity warrants issued with
each equity security;

51

Edgar Filing: CORNERSTONE PROGRESSIVE RETURN FUND - Form SC 13G/A

Table of Contents 32



Table of Contents

(f) the date, if any, on and after which the equity warrants and the related equity security will be separately transferable;

(g) if applicable, the minimum or maximum number of the warrants that may be exercised at any one time;

(h) the date on which the right to exercise the equity warrants will commence and the date on which the right will expire;

(i) if applicable, a discussion of United States federal income tax, accounting or other considerations applicable to the equity warrants;

(j) anti-dilution provisions of the equity warrants, if any;

(k) redemption or call provisions, if any, applicable to the equity warrants; and

(l) any additional terms of the equity warrants, including terms, procedures and limitations relating to the exchange and exercise of the equity
warrants.

Holders of equity warrants will not be entitled, solely by virtue of being holders, to vote, to consent, to receive dividends, to receive notice as
shareholders with respect to any meeting of shareholders for the election of directors or any other matter, or to exercise any rights whatsoever as
a holder of the equity securities purchasable upon exercise of the equity warrants.

DESCRIPTION OF SECURITIES PURCHASE CONTRACTS AND SECURITIES PURCHASE UNITS

This section describes the general terms of the securities purchase contracts and securities purchase units that Xerox may offer and sell by this
prospectus. This prospectus and any accompanying prospectus supplement will contain the material terms and conditions for each securities
purchase contract and securities purchase unit. The accompanying prospectus supplement may add, update or change the terms and conditions of
the securities purchase contracts and securities purchase units as described in this prospectus.

Stock Purchase Contract and Stock Purchase Units

We may issue stock purchase contracts, representing contracts obligating holders to purchase from us, and obligating us to sell to the holders, a
specified number of shares of common stock or preferred stock at a future date or dates, or a variable number of shares of common stock or
preferred stock for a stated amount of consideration. The price per share and the number of shares of common stock or preferred stock may be
fixed at the time the stock purchase contracts are issued or may be determined by reference to a specified formula set forth in the stock purchase
contracts. Any such formula may include anti-dilution provisions to adjust the number of shares of common stock or preferred stock issuable
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pursuant to the stock purchase contracts upon certain events.

The stock purchase contracts may be issued separately or as a part of units consisting of a stock purchase contract and, as security for the holder�s
obligations to purchase the shares under the stock purchase contracts, either (a) our senior debt securities or subordinated debt securities or, (b)
our debt obligations of third parties, including U.S. Treasury securities. The stock purchase contracts may require us to make periodic payments
to the holders of the stock purchase units or vice versa, and such payments may be unsecured or prefunded on some basis. The stock purchase
contracts may require holders to secure their obligations in a specified manner and in certain circumstances we may deliver newly issued prepaid
stock purchase contracts upon release to a holder of any collateral securing such holder�s obligations under the original stock purchase contract.

Debt Purchase Contracts and Debt Purchase Units

We may issue debt purchase contracts, representing contracts obligating holders to purchase from us, and obligating us to sell to the holders, a
specified principal amount of debt securities at a future date or dates. The purchase price and the interest rate may be fixed at the time the debt
purchase contracts are issued or may be determined by reference to a specific formula set forth in the debt purchase contracts.
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The debt purchase contracts may be issued separately or as a part of units consisting of a debt purchase contracts and, as security for the holder�s
obligations to purchase the securities under the debt purchase contracts, either (a) our senior debt securities or subordinated debt securities or (b)
our debt obligations of third parties, including U.S. Treasury securities. The debt purchase contracts may require us to make periodic payments
to the holders of the debt purchase units or vice versa, and such payments may be unsecured or prefunded on some basis. The debt purchase
contracts may require holders to secure their obligations in a specified manner and in certain circumstances we may deliver newly issued prepaid
debt purchase contracts upon release to a holder of any collateral securing such holder�s obligations under the original debt purchase contract.

The prospectus supplement will describe the general terms of any purchase contracts or purchase units and, if applicable, prepaid purchase
contracts. The description in the prospectus supplement will not purport to be complete and will be qualified in its entirety by reference to (a) the
purchase contracts, (b) the collateral arrangements and depositary arrangements, if applicable, relating to such purchase contracts or purchase
units and (c) if applicable, the prepaid purchase contracts and the document pursuant to which such prepaid purchase contracts will be issued.
Material United States federal income tax considerations applicable to the purchase contracts and the purchase units will also be discussed in the
prospectus supplement.

DESCRIPTION OF DEPOSITARY SHARES

This section describes the general terms of the depositary shares Xerox may offer and sell by this prospectus. This prospectus and any
accompanying prospectus supplement will contain the material terms and conditions for the depositary shares. The accompanying prospectus
supplement may add, update, or change the terms and conditions of the depositary shares as described in this prospectus.

General

We may, at our option, elect to offer depositary shares, each representing a fraction (to be set forth in the prospectus supplement relating to a
particular series of preferred stock) of a share of a particular class or series of preferred stock as described below. In the event we elect to do so,
depositary receipts evidencing depositary shares will be issued to the public.

The shares of any class or series of preferred stock represented by depositary shares will be deposited under a deposit agreement among us, a
depositary selected by us and the holders of the depositary receipts. The depositary will be a bank or trust company having its principal office in
the United States and having a combined capital and surplus of at least $50,000,000. Subject to the terms of the deposit agreement, each owner
of a depositary share will be entitled, in proportion to the applicable fraction of a share of preferred stock represented by such depositary share,
to all the rights and preferences of the shares of preferred stock represented by the depositary share, including dividend, voting, redemption and
liquidation rights. The depositary shares will be evidenced by depositary receipts issued pursuant to the deposit agreement. Depositary receipts
will be distributed to those persons purchasing the fractional shares of the related class or series of preferred shares in accordance with the terms
of the offering described in the applicable prospectus supplement.

Pending the preparation of definitive depositary receipts the depositary may, upon our written order, issue temporary depositary receipts
substantially identical to, and entitling the holders thereof to all the rights pertaining to, the definitive depositary receipts but not in definitive
form. Definitive depositary receipts will be prepared without unreasonable delay, and temporary depositary receipts will be exchangeable for
definitive depositary receipts without charge to the holder.
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The depositary will distribute all cash dividends or other cash distributions received for the preferred stock to the entitled record holders of
depositary shares in proportion to the number of depositary shares that the holder owns on the relevant record date, provided, however, that if we
or the depositary is required by law to withhold
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an amount on account of taxes, then the amount distributed to the holders of depositary shares shall be reduced accordingly. The depositary will
distribute only an amount that can be distributed without attributing to any holder of depositary shares a fraction of one cent. The depositary will
add the undistributed balance to and treat it as part of the next sum received by the depositary for distribution to holders of the depositary shares.

If there is a non-cash distribution, the depositary will distribute property received by it to the entitled record holders of depositary shares, in
proportion, insofar as possible, to the number of depositary shares owned by the holders, unless the depositary determines, after consultation
with us, that it is not feasible to make such distribution. If this occurs, the depositary may, with our approval, sell such property and distribute
the net proceeds from such sale to the holders. The deposit agreement also will contain provisions relating to how any subscription or similar
rights that we may offer to holders of the preferred stock will be available to the holders of the depositary shares.

Both the 2002 Credit Facility and the Senior Note Indentures contain covenants that restrict our ability to pay dividends on preferred stock under
certain circumstances that include the occurrence and continuation of any default or event of default (as defined therein) under the 2002 Credit
Facility and Senior Note Indentures, respectively.

Withdrawal of Shares

Upon surrender of the depositary receipts at the corporate trust office of the depositary unless the related depositary shares have previously been
called for redemption, converted or exchanged into our other securities, the holder of the depositary shares evidenced thereby is entitled to
delivery of the number of whole shares of the related class or series of preferred stock and any money or other property represented by such
depositary shares. Holders of depositary receipts will be entitled to receive whole shares of the related class or series of preferred stock on the
basis set forth in the prospectus supplement for such class or series of preferred stock, but holders of such whole shares of preferred stock will
not thereafter be entitled to exchange them for depositary shares. If the depositary receipts delivered by the holder evidence a number of
depositary shares in excess of the number of depositary shares representing the number of whole shares of preferred stock to be withdrawn, the
depositary will deliver to such holder at the same time a new depositary receipt evidencing such excess number of depositary shares. In no event
will fractional shares of preferred stock be delivered upon surrender of depositary receipts to the depositary.

Conversion, Exchange and Redemption

If any class or series of preferred stock underlying the depositary shares may be converted or exchanged, each record holder of depositary
receipts representing the shares of preferred stock being converted or exchanged will have the right or obligation to convert or exchange the
depositary shares represented by the depositary receipts. Whenever we redeem or convert shares of preferred stock held by the depositary, the
depositary will redeem or convert, at the same time, the number of depositary shares representing the preferred stock to be redeemed or
converted. The depositary will redeem the depositary shares from the proceeds it receives from the corresponding redemption of the applicable
series of preferred stock. The depositary will mail notice of redemption or conversion to the record holders of the depositary shares that are to be
redeemed between 30 and 60 days before the date fixed for redemption or conversion. The redemption price per depositary share will be equal to
the applicable fraction of the redemption price per share on the applicable class or series of preferred stock. If less than all the depositary shares
are to be redeemed, the depositary will select which shares are to be redeemed by lot on a pro rata basis or by any other equitable method as the
depositary may decide. After the redemption or conversion date, the depositary shares called for redemption or conversion will no longer be
outstanding. When the depositary shares are no longer outstanding, all rights of the holders will end, except the right to receive money, securities
or other property payable upon redemption or conversion.

Voting the Preferred Stock
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depositary will mail the particulars of the meeting to the record holders of
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the depositary shares. Each record holder of depositary shares on the record date may instruct the depositary on how to vote the shares of
preferred stock underlying the holder�s depositary shares. The depositary will try, if practical, to vote the number of shares of preferred stock
underlying the depositary shares according to the instructions. We will agree to take all reasonable action requested by the depositary to enable it
to vote as instructed.

Amendment and Termination of the Deposit Agreement

We and the depositary may agree at any time to amend the deposit agreement and the depositary receipt evidencing the depositary shares. Any
amendment that (a) imposes or increases certain fees, taxes or other charges payable by the holders of the depositary shares as described in the
deposit agreement that (b) otherwise materially adversely affects any substantial existing rights of holders of depositary shares, will not take
effect until such amendment is approved by the holders of at least a majority of the depositary shares then outstanding. Any holder of depositary
shares that continue to hold its shares after such amendment has become effective will be deemed to have agreed to the amendment.

We may direct the depositary to terminate the deposit agreement by mailing a notice of termination of holders of depositary shares at least 30
days prior to termination. The depositary may terminate the deposit agreement if 90 days have elapsed after the depositary delivered written
notice of its election to resign and a successor depositary is not appointed. In addition, the deposit agreement will automatically terminate if:

� the depositary has redeemed all related outstanding depositary shares;

� all outstanding shares of preferred stock have been converted into or exchanged for common stock; or

� we have liquidated, terminated or wound up our business and the depositary has distributed the preferred stock of the relevant series to
the holders of the related depositary shares.

Reports and Obligations

The depositary will forward to the holders of depositary shares all reports and communications from us that are delivered to the depositary and
that we are required by law, the rules of an applicable securities exchange or our amended and restated certificate of incorporation, to furnish to
the holders of the preferred stock. Neither we nor the depositary will be liable if the depositary is prevented or delayed by law or any
circumstances beyond its control in performing its obligations under the deposit agreement. The deposit agreement limits our obligations to
performance in good faith of the duties stated in the deposit agreement. The depositary assumes no obligation and will not be subject to liability
under the deposit agreement except to perform such obligations as are set forth in the deposit agreement without negligence or bad faith. Neither
we nor the depositary will be obligated to prosecute or defend any legal proceeding connected with any depositary shares or class or series of
preferred stock unless the holders of depositary shares requesting us to do so furnish us with a satisfactory indemnity. In performing our
obligations, we and the depositary may rely and act upon the advice of our counsel on any information provided to us by a person presenting
shares for deposit, any holder of a receipt, or any other document believed by us or the depositary to be genuine and to have been signed or
presented by the proper party or parties.

Payment of Fees and Expenses
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We will pay all fees, charges and expenses of the depositary, including the initial deposit of the preferred stock and any redemption of the
preferred stock. Holders of depositary shares will pay taxes and governmental charges and any other charges as are stated in the deposit
agreement for their accounts.

Resignation and Removal of Depositary

At any time, the depositary may resign by delivering notice to us, and we may remove the depositary at any time. Resignations or removals will
take effect upon the appointment of a successor depositary and its acceptance of the appointment. The successor depositary must be appointed
within 90 days after the delivery of the notice of resignation or removal and must be a bank or trust company having its principal office in the
United States and having a combined capital and surplus of at least $50,000,000.
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PLAN OF DISTRIBUTION

We may sell the securities offered by this prospectus to one or more underwriters or dealers for public offering, through agents, directly to
purchasers or through a combination of any such methods of sale.

We may sell equity securities in an offering �at the market� as defined in Rule 415 under the Securities Act. One or more of Banc One Capital
Markets, Inc., Bear, Stearns & Co. Inc., BNP Paribas Securities Corp., Citigroup Global Markets, Inc., Credit Suisse First Boston Corporation,
Danske Markets Inc., Deutsche Bank Securities Inc., Fleet Securities, Inc., Goldman, Sachs & Co., J.P. Morgan Securities Inc., Merrill Lynch,
Pierce, Fenner & Smith Incorporated and UBS Securities LLC, may act as underwriters in connection with such an offering. None of the
broker-dealers listed in the preceding sentence shall be an underwriter in connection with any offering of our equity securities unless such
broker-dealer is named as an underwriter in the prospectus supplement with respect to such offering of equity securities and such prospectus
supplement is filed with the SEC.

For all other offerings, the prospectus supplement with respect to the securities being offered will set forth the terms of the offering, including
the names of the underwriters, dealers or agents, if any, the purchase price, the net proceeds to Xerox, any underwriting discounts and other
items constituting underwriters� compensation, and public offering price and any discounts or concessions allowed or reallowed or paid to dealers
and any securities exchanges on which such securities may be listed.

We have reserved the right to sell the securities directly to investors on our own behalf in those jurisdictions where we are authorized to do so.
The sale of the securities may be effected in transactions (a) on any national or international securities exchange or quotation service on which
the securities may be listed or quoted at the time of sale, (b) in the over-the-counter market, (c) in transactions otherwise than on such exchanges
or in the over-the-counter market or (d) through the writing of options.

We and our respective agents and underwriters, may offer and sell the securities at a fixed price or prices that may be changed, at market prices
prevailing at the time of sale, at prices related to such prevailing market prices or at negotiated prices. The securities may be offered on an
exchange, which will be disclosed in the applicable prospectus supplement. We may, from time to time, authorize dealers, acting as our agents,
to offer and sell the securities upon such terms and conditions as set forth in the applicable prospectus supplement.

If we use underwriters to sell securities, we will enter into an underwriting agreement with them at the time of the sale to them. In connection
with the sale of the securities, underwriters may receive compensation from us in the form of underwriting discounts or commissions and may
also receive commissions from purchasers of the securities for whom they may act as agent. Any underwriting compensation paid by us to
underwriters or agents in connection with the offering of the securities, and any discounts, concessions or commissions allowed by underwriters
to participating dealers, will be set forth in the applicable prospectus supplement to the extent required by applicable law. Underwriters may sell
the securities to or through dealers, and such dealers may receive compensation in the form of discounts, concessions or commissions from the
underwriters or commissions (which may be changed from time to time) from the purchasers for whom they may act as agents.

Dealers and agents participating in the distribution of the securities may be deemed to be underwriters, and any discounts and commissions
received by them and any profit realized by them on resale of the securities may be deemed to be underwriting discounts and commissions under
the Securities Act. Unless otherwise indicated in the applicable prospectus supplement, an agent will be acting on a best efforts basis and a
dealer will purchase debt securities as a principal, and may then resell the debt securities at varying prices to be determined by the dealer.
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If so indicated in the prospectus supplement, we will authorize underwriters, dealers or agents to solicit offers by certain specified institutions to
purchase offered securities from us at the public offering price set forth in the prospectus supplement pursuant to delayed delivery contracts
providing for payment and delivery on a specified date in the future. Such contracts will be subject to any conditions set forth in the applicable
prospectus
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supplement and the prospectus supplement will set forth the commission payable for solicitation of such contracts. The underwriters and other
persons soliciting such contracts will have no responsibility for the validity or performance of any such contracts.

Underwriters, dealers and agents may be entitled under agreements entered into with us to indemnification against and contribution towards
certain civil liabilities, including any liabilities under the Securities Act.

We may enter into derivative or other hedging transactions with financial institutions. These institutions may in turn engage in sales of our
common stock to hedge their position, deliver this prospectus in connection with some or all of those sales and use the shares covered by this
prospectus to close out any short position created in connection with those sales.

To facilitate the offering of securities, certain persons participating in the offering may engage in transactions that stabilize, maintain, or
otherwise affect the price of the securities. These may include over-allotment, stabilization, syndicate short covering transactions and penalty
bids. Over-allotment involves sales in excess of the offering size, which creates a short position. Stabilizing transactions involve bids to purchase
the underlying security so long as the stabilizing bids do not exceed a specified maximum. Syndicate short covering transactions involve
purchases of securities in the open market after the distribution has been completed in order to cover syndicate short positions. Penalty bids
permit the underwriters to reclaim selling concessions from dealers when the securities originally sold by the dealers are purchased in covering
transactions to cover syndicate short positions. These transactions may cause the price of the securities sold in an offering to be higher than it
would otherwise be. These transactions, if commenced, may be discontinued by the underwriters at any time.

Any securities, other than our common stock issued hereunder, may be new issues of securities with no established trading market. Any
underwriters, or agents to or through whom such securities are sold for public offering and sale, may make a market in such securities, but such
underwriters or agents will not be obligated to do so and may discontinue any market making at any time without notice. No assurance can be
given as to the liquidity of the trading market for any such securities. The amount of expenses expected to be incurred by us in connection with
any issuance of securities will be set forth in the applicable prospectus supplement. Certain of the underwriters, dealers or agents and their
associates may engage in transactions with, and perform services for, us and certain of our affiliates and in the ordinary course of our business.

The brokers dealers, if any, acting in connection with these sales might be deemed to be �underwriters� within the meaning of section 2(11) of the
Securities Act. Any commission they receive and any profit upon the resale of the securities might be deemed to be underwriting discounts and
commissions under the Securities Act.

During such time as we may be engaged in a distribution of the securities covered by this prospectus we are required to comply with Regulation
M promulgated under the Exchange Act. With certain exceptions, Regulation M precludes us, any affiliated purchasers, and any broker-dealer or
other person who participates in such distributing from bidding for or purchasing, or attempting to induce any person to bid for or purchase, any
security which is the subject of the distribution until the entire distribution is complete. Regulation M also restricts bids or purchases made in
order to stabilize the price of a security in connection with the distribution of that security. All of the foregoing may affect the marketability of
our common stock.

ABOUT THIS PROSPECTUS
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This prospectus is part of a registration statement that Xerox or the �Company� has filed with the SEC utilizing a �shelf� registration process. Under
this shelf registration process, we may, from time to time over approximately the next two years, sell any combination of the securities described
in this prospectus in one or more offerings up to a total dollar amount of $2,500,000,000 or the equivalent of this amount in foreign currencies or
foreign currency units. References to �we,� �our,� or �us� refer to Xerox Corporation and consolidated subsidiaries unless the context specifically
requires otherwise.
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This prospectus provides you with a general description of the securities we may offer. Each time we sell securities, we will provide a
prospectus supplement that will contain specific information about the terms of that offering. The prospectus supplement may also add, update
or change information contained in this prospectus. You should read both this prospectus and any prospectus supplement together with
additional information described below under the heading �Where You Can Find More Information.�

You should rely only on the information provided in this prospectus and in any prospectus supplement including the information incorporated by
reference. We have not authorized anyone to provide you with different information. We are not offering the securities in any state where the
offer is not permitted. You should not assume that the information in this prospectus, or any supplement to this prospectus, is accurate at any
date other than the date indicated on the cover page of the documents.

Any statement made in this prospectus or in a document incorporated or deemed to be incorporated by reference in this prospectus will be
deemed to be modified or superseded for purposes of this prospectus to the extent that a statement contained in this prospectus or in any other
subsequently filed document that is also incorporated or deemed to be incorporated by reference in this prospectus modifies or supersedes that
statement. Any statement so modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this
prospectus. See �Incorporation of Certain Documents By Reference.�

MARKET SHARE, RANKING AND OTHER DATA

The market share, ranking and other data contained or incorporated by reference in this prospectus are based either on management�s own
estimates, independent industry publications, reports by market research firms or other published independent sources and, in each case, are
believed by management to be reasonable estimates. However, market share data is subject to change and cannot always be verified with
complete certainty due to limits on the availability and reliability of raw data, the voluntary nature of the data gathering process and other
limitations and uncertainties inherent in any statistical survey of market shares. In addition, consumption patterns and consumer preferences can
and do change. As a result, you should be aware that market share, ranking and other similar data set forth herein, and estimates and beliefs
based on such data, may not be reliable.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the information requirements of the Securities Exchange Act of 1934, as amended (the �Exchange Act�). In accordance with the
Exchange Act, we file annual, quarterly and current reports, proxy statements and other information with the SEC. Our SEC file number is
1-4471. You can read and copy this information at the following locations of the SEC:

Public Reference Room

450 Fifth Street, N.W.

Room 1024

Washington, D.C. 20549
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You can also obtain copies of these materials from the Public Reference Section of the SEC at 450 Fifth Street, N.W., Room 1024, Washington,
D.C. 20549, at prescribed rates. Please call the SEC at 1-800-SEC-0330 for further information on its public reference room. The SEC also
maintains a web site that contains reports, proxy statements and other information about issuers, like us, who file electronically with the SEC.
The address of that site is www.sec.gov.

This prospectus, which forms part of the registration statement, does not contain all of the information that is included in the registration
statement. You will find additional information about our company in the registration statement. Any statements made in this prospectus
concerning the provisions of legal documents are not necessarily complete and you should read the documents that are filed as exhibits to the
registration statement or otherwise filed with the SEC for a more complete understanding of the document or matter.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to �incorporate by reference� information that we file with the SEC, which means that we can disclose important information
to you by referring you to those documents filed separately with the SEC. The information incorporated by reference is an important part of this
prospectus, and information that we subsequently file will automatically update and supersede information in this prospectus and in our other
filings with the SEC. We incorporate by reference the documents listed below, which we have already filed with the SEC, and any future filings
under Sections 13(a), 13(c), 14, or 15(d) of the Exchange Act, until our offering is completed:

1. Annual Report on Form 10-K for the year ended December 31, 2002, filed with the SEC on March 31, 2003, as amended by Form 10-K/A
filed with the SEC on June 30, 2003;

2. Quarterly Report on Form 10-Q for quarter ended March 31, 2003, filed with the SEC on April 30, 2003;

3 Quarterly Report on Form 10-Q for quarter ended June 30, 2003, filed with the SEC on August 11, 2003;

4. Quarterly Report on Form 10-Q for quarter ended September 30, 2003, filed with the SEC on November 3, 2003, as amended by Form
10-Q/A filed with the SEC on November 4, 2003;

5. Current Reports on Form 8-K dated March 21, 2003, April 21, 2003, April 30, 2003, May 12, 2003, June 2, 2003, June 19, 2003, June 25,
2003 (filed June 25, 2003), June 25, 2003 (filed June 26, 2003), June 25, 2003 (filed June 27, 2003), June 25, 2003 (filed July 3, 2003), July 23,
2003 (filed July 24, 2003), July 23, 2003 (filed July 24, 2003), September 15, 2003 and November 14, 2003;

6. Description of Xerox� Shareholders Rights Plan (the �Rights Plan�) contained in Amendment No. 2 to Form 8-A filed with the SEC on February
8, 2000; and description of the Rights Agreement dated as of April 7, 1997 between us and The First National Bank of Boston, as Rights Agent
(the �Rights Agreement�), with respect to the Rights Plan, which is filed as Exhibit 4.10 to our Current Report on Form 8-K dated April 7, 1997.
The Rights Plan and the Rights Agreement relate to the Rights to purchase Series A Cumulative preferred stock; and

7. Description of Xerox�s common stock, contained in Amendment No. 5 to Form 8-A filed with the SEC on February 8, 2000.

FORWARD�LOOKING STATEMENTS

This Prospectus, any accompanying prospectus supplement and the documents they incorporate by reference may contain statements that are not
historical fact and which are deemed to be forward looking. These forward-looking statements and other information are based on our beliefs as
well as assumptions made by us using information currently available.
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The words �anticipate,� �believe,� �estimate,� �expect,� �intend,� �will,� and similar expressions, as they relate to us, are intended to identify
forward-looking statements. Such statements reflect our current views with respect to future events and are subject to certain risks, uncertainties
and assumptions. Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results
may vary materially from those described herein as anticipated, believed, estimated, intended or expected. We do not intend to update these
forward-looking statements.

We are making investors aware that such forward-looking statements, because they relate to future events, are by their very nature subject to
many important factors which could cause actual results to differ materially from those contained in the forward-looking statements. Such
factors include, but are not limited to, those discussed in the section that follows the heading �Forward Looking Statements� in our Quarterly
Report on Form 10-Q for the quarter ended September 30, 2003 and under similarly captioned sections in future filings that we make with the
SEC under the Exchange Act.
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VALIDITY OF THE SECURITIES AND THE GUARANTEES

The validity of the securities, and the guarantees to be offered by Xerox and any subsidiary guarantors, will be passed upon for Xerox by Samuel
K. Lee with respect to New York law and the General Corporation Law of Delaware and by Christine A. Perantoni with respect to Pennsylvania
law. Cahill Gordon & Reindel LLP, New York, New York, will pass upon the validity of the offered securities for any underwriters, dealers,
purchasers or agents.
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EXPERTS

The audited consolidated financial statements of Xerox Corporation have been incorporated in this Prospectus by reference to the Current Report
on Form 8-K dated July 23, 2003, in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given on the authority of
said firm as experts in auditing and accounting.

The consolidated financial statements of Fuji Xerox Co., Ltd. and Subsidiaries appearing in Amendment No. 1 to Xerox Corporation�s Annual
Report (Form 10-K/A) for the year ended December 31, 2002, have been audited by Ernst & Young, independent auditors, as set forth in their
report thereon included therein and incorporated herein by reference. Such consolidated financial statements are incorporated herein by reference
in reliance upon such report given on the authority of such firm as experts in accounting and auditing.
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