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Pursuant to this prospectus supplement and the accompanying prospectus, we are offering 3,909,906 common shares
to Azimuth Opportunity Ltd., or Azimuth, pursuant to our Common Share Purchase Agreement, dated October 21,
2008, with Azimuth, at a price of approximately $1.15 per share. The total purchase price for the shares is $4,500,000.
We will receive net proceeds from the sale of these shares of approximately $4,340,000 after deducting our estimated
offering expenses of approximately $160,000, including a placement agent fee of $60,750 to be paid to Reedland
Capital Partners, an Institutional Division of Financial West Group, Member FINRA/SIPC, in connection with this
offering.

In addition to our issuance of common shares to Azimuth pursuant to the Common Share Purchase Agreement, this
prospectus supplement and the accompanying prospectus also cover the sale of those shares by Azimuth to the public.
Azimuth is an “underwriter” within the meaning of Section 2(a)(11) of the Securities Act of 1933, as amended, or the
Securities Act.

Our common shares are quoted on The Nasdaq Global Market under the symbol “XOMA”. The offering price of the
shares offered by us under this prospectus supplement was generally established with reference to the volume
weighted average prices of our common shares on The Nasdaq Global Market for the period beginning October 24,
2008 and ending November 6, 2008.

We expect to issue the shares to Azimuth on or about November 10, 2008. On November 6, 2008, the last reported
sale price of our common shares on The Nasdaq Global Market was $1.08 per share. As of November 6, 2008, we had
132,433,080 common shares outstanding.

Investing in our common shares involves a high degree of risk. Before buying any shares, you should read the
discussion of material risks of investing in our common shares in the section entitled “RISK FACTORS” in this
prospectus supplement and the additional risk factors contained in our most recent Annual Report on Form 10-K and
Quarterly Reports on Form 10-Q, as well as any amendments thereto, as filed with the Securities and Exchange
Commission.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus supplement or the accompanying prospectus is truthful or complete.
Any representation to the contrary is a criminal offense.

Consent under the Exchange Control Act 1972 (and its related regulations) has been obtained from the Bermuda
Monetary Authority for the issue and transfer of XOMA’s shares, options, warrants, depositary receipts, rights, loan
notes and other securities to and between non-residents of Bermuda for exchange control purposes provided our shares
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remain listed on an appointed stock exchange, which includes the Nasdaq Global Market. This prospectus supplement
may be filed with the Registrar of Companies in Bermuda in accordance with Bermuda law. In granting such consent
and in accepting this prospectus supplement for filing, neither the Bermuda Monetary Authority nor the Registrar of
Companies in Bermuda accepts any responsibility for our financial soundness or the correctness of any of the
statements made or opinions expressed in this prospectus supplement.

The date of this prospectus supplement is November 7, 2008
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ABOUT THIS PROSPECTUS SUPPLEMENT

You should rely only on the information incorporated by reference or provided in this prospectus supplement and the
accompanying prospectus, or to which we have referred you. We have not authorized anyone to provide you with
different information. If anyone provides you with different or inconsistent information, you should not rely on it.
This prospectus supplement and the accompanying prospectus do not constitute an offer to sell, or a solicitation of an
offer to purchase, the securities offered by this prospectus supplement and the accompanying prospectus in any
jurisdiction where it is unlawful to make such offer or solicitation. You should not assume that the information
contained in this prospectus supplement or the accompanying prospectus, or any document incorporated by reference
in this prospectus supplement or the accompanying prospectus, is accurate as of any date other than the date on the
front cover of the applicable document. Neither the delivery of this prospectus supplement nor any distribution of
securities pursuant to this prospectus supplement shall, under any circumstances, create any implication that there has
been no change in the information set forth or incorporated by reference into this prospectus supplement or in our
affairs since the date of this prospectus supplement. Our business, financial condition, results of operations and
prospects may have changed since that date.

This document is in two parts. The first part is the prospectus supplement, which adds to and updates information
contained in the accompanying prospectus. The second part, the prospectus, provides more general information, some
of which may not apply to this offering. Generally, when we refer to this prospectus, we are referring to both parts of
this document combined. To the extent there is a conflict between the information contained in this prospectus
supplement, on the one hand, and the information contained in the accompanying prospectus, on the other hand, you
should rely on the information in this prospectus supplement.

Before purchasing any securities, you should carefully read both this prospectus supplement and the accompanying
prospectus, together with the additional information described under the heading, “Where You Can Find More
Information,” in the accompanying prospectus.

Unless the context otherwise requires, references in this prospectus supplement to “we”, “us” and “our” refer to XOMA Ltd.
and its consolidated subsidiaries.

S-1
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THE OFFERING

Common Shares offered by
us

3,909,906 common shares

Common Shares to be
issued and outstanding after
the offering

136,342,986 common shares*

Use of Proceeds We intend to use the proceeds for working capital and general
corporate purposes

Risk Factors You should carefully consider the information set forth in the
section entitled “RISK FACTORS” in this prospectus supplement
and the additional risk factors contained in our most recent
Annual Report on Form 10-K and Quarterly Reports on Form
10-Q, as well as any amendments thereto, as filed with the
Securities and Exchange Commission before deciding whether to
invest in our common shares

* Excludes common shares issuable upon the exercise of outstanding options or the conversion of outstanding
preference shares as of November 6, 2008.

RISK FACTORS

An investment in our securities involves a high degree of risk. You should carefully consider the risk factors set forth
below and the additional risk factors contained in our most recent Annual Report on Form 10-K and Quarterly Reports
on Form 10-Q, as well as any amendments thereto, as filed with the Securities and Exchange Commission before
deciding whether to invest in our common shares. Additional risks and uncertainties that are not yet identified may
also materially harm our business, operating results and financial condition and could result in a complete loss of your
investment.

Our present and future revenues rely significantly on sales of products marketed and sold by others.

Currently, our revenues rely significantly upon sales of RAPTIVA® and LUCENTIS®, in which we have only
royalty interests.  RAPTIVA® was approved by the U.S. Food and Drug Administration (“FDA”) on October 27, 2003,
for the treatment of chronic moderate-to-severe plaque psoriasis in adults who are candidates for systemic therapy or
phototherapy.  Genentech and Merck Serono, Genentech’s international marketing partner for RAPTIVA®, are
responsible for the marketing and sales effort in support of this product.  In September of 2004, Merck Serono
announced that RAPTIVA® had received approval for use in the European Union and the product was launched in
several European Union countries in the fourth quarter of 2004.  LUCENTIS® was approved by the FDA on June 30,
2006, for the treatment of age-related macular degeneration.  Genentech and Novartis, Genentech’s international
marketing partner for LUCENTIS®, are responsible for the marketing and sales effort in support of this product.  We
also receive revenues from sales of CIMZIA, in which we only have a royalty interest, and royalties received
therefrom through September 30, 2008 have been immaterial.  CIMZIA® was approved by the FDA on April 22,
2008 for the treatment of moderate to severe Crohn’s disease in adults who have not responded to conventional
therapies. In March of 2008, UCB announced that the Committee for Medicinal Products for Human Use (“CHMP”) of
the European Medicines Agency (“EMEA”) had rejected UCB’s appeal following CHMP’s previously-announced refusal
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of UCB’s marketing authorization application for CIMZIA in the treatment of Crohn’s disease.  UCB is responsible for
the marketing and sales effort in support of this product. We have no role in marketing and sales efforts, and
Genentech, Merck Serono, Novartis and UCB do not have an express contractual obligation to us regarding the
marketing or sales of RAPTIVA®, LUCENTIS® or CIMZIA®.

Under our current arrangements with Genentech, we are entitled to receive royalties on worldwide sales of
RAPTIVA® and LUCENTIS®.  Under our current arrangements with UCB, we are entitled to receive royalties on
U.S. sales of CIMZIA®. Successful commercialization of these products is subject to a number of risks, including, but
not limited to:

S-2
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•  Genentech’s, Merck Serono’s, Novartis’ and UCB’s willingness and ability to implement their marketing and sales
effort and achieve sales;

•  the strength of competition from other products being marketed or developed to treat psoriasis, age-related macular
degeneration and Crohn’s disease;

•  the occurrence of adverse events which may give rise to safety concerns;

•  physicians’ and patients’ acceptance of RAPTIVA® as a treatment for psoriasis, LUCENTIS® as a treatment for
age-related macular degeneration and CIMZIA® as a treatment for Crohn’s disease;

•  manufacturer’s ability to provide manufacturing capacity to meet demand for the products; and

•  pricing and reimbursement issues.

For example, on October 2, 2008, Genentech announced that it was sending a Dear Healthcare Provider letter to
advise potential prescribers that RAPTIVA® may have had a contributory role in the development of progressive
multifocal leukoencephalopathy, or PML, in a 70-year old patient.  On October 16, 2008, the FDA announced that it
had approved labeling changes, including a so-called “Boxed Warning,” to highlight the risk of life-threatening
infections, including PML, with the use of RAPTIVA®.

In addition, the terms of our debt with Goldman Sachs include a financial covenant that requires us to maintain a
specified ratio of royalties collected to interest payable, which means our ability to comply with this covenant is
dependent on the sales by Genentech, UCB and their partners of these products.

According to Genentech, United States sales of RAPTIVA ® for the first six months of 2008 were $54 million,
compared with $51 million for the first six months of 2007. According to Merck Serono, sales of RAPTIVA ® outside
of the U.S. for the first six months of 2008 were $68 million, compared with $50 million for the first six months of
2007. According to Genentech, U.S. sales of LUCENTIS ® were $414 million for the first six months of 2008
compared with $420 million for the first six months of 2007. According to Novartis, sales of LUCENTIS ® outside
the United States for the first six months of 2008 were $437 million compared with $101 million for the first six
months of 2007.

Given our current reliance on RAPTIVA® and LUCENTIS® as principal sources of revenues, any material adverse
developments with respect to the commercialization of RAPTIVA® or LUCENTIS® may cause our revenues to
decrease and may cause us to incur losses in the future.

We do not know whether there will be, or will continue to be, a viable market for the products in which we have an
ownership or royalty interest.

Although RAPTIVA® was approved in the United States in October of 2003 and in the European Union in 2004 and
LUCENTIS® was approved in June of 2006 and in the European Union in January of 2007, their acceptance in the
marketplace may not continue.  Although CIMZIA® was approved in the United States in April of 2008, it may not be
accepted in the marketplace. Furthermore, even if other products in which we have an interest receive approval in the
future, they may not be accepted in the marketplace.  In addition, we or our collaborators or licensees may experience
difficulties in launching new products, many of which are novel and based on technologies that are unfamiliar to the
healthcare community.  We have no assurance that healthcare providers and patients will accept such products, if
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developed.  For example, physicians and/or patients may not accept a product for a particular indication because it has
been biologically derived (and not discovered and developed by more traditional means) or if no biologically derived
products are currently in widespread use in that indication.  Similarly, physicians may not accept a product, such as
RAPTIVA®, LUCENTIS®, or CIMZIA®, if they believe other products to be more effective or are more comfortable
prescribing other products.  Safety concerns may also arise in the course of on-going clinical trials or patient treatment
as a result of adverse events or reactions. For example, on October 2, 2008, Genentech announced that it was sending
a Dear Healthcare Provider letter to advise potential prescribers that  RAPTIVA® may have had a contributory role in
the development of progressive multifocal leukoencephalopathy, or

S-3
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PML, in a 70-year old patient.  On October 16, 2008, the FDA announced that it had approved labeling changes,
including a so-called “Boxed Warning,” to highlight the risk of life-threatening infections, including PML, with the use
of RAPTIVA®.

Furthermore, government agencies, as well as private organizations involved in healthcare, from time to time publish
guidelines or recommendations to healthcare providers and patients.  Such guidelines or recommendations can be very
influential and may adversely affect the usage of any products we may develop directly (for example, by
recommending a decreased dosage of a product in conjunction with a concomitant therapy or a government entity
withdrawing its recommendation to screen blood donations for certain viruses) or indirectly (for example, by
recommending a competitive product over our product).  Consequently, we do not know if physicians or patients will
adopt or use our products for their approved indications.

FORWARD-LOOKING INFORMATION

Certain statements contained in this prospectus supplement and the related documents incorporated by reference
related to the sufficiency of our cash resources, levels of future revenues, losses, expenses and cash, future sales of
approved products, as well as other statements related to current plans for product development and existing and
potential collaborative and licensing relationships, or that otherwise relate to future periods, are forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”) and
Section 21E of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”). These statements are based on
assumptions that may not prove accurate. Actual results could differ materially from those anticipated due to certain
risks inherent in the biotechnology industry and for companies engaged in the development of new products in a
regulated market. Among other things, the period for which our cash resources are sufficient could be shortened if
expenditures are made earlier or in larger amounts than anticipated or are unanticipated, if anticipated revenues or cost
sharing arrangements do not materialize, if funds are not otherwise available on acceptable terms; revenue levels may
be other than as expected if sales of approved products are lower than expected; losses may be other than as expected
for any of the reasons affecting revenues and expenses; expense levels and cash utilization may be other than as
expected due to unanticipated changes in our research and development programs; and the sales efforts for approved
products may not be successful if the parties responsible for marketing and sales fail to meet their commercialization
goals, due to the strength of the competition, if physicians do not adopt the product as treatment for their patients or if
remaining regulatory approvals are not obtained. These and other risks, including those related to the results of
pre-clinical testing; the timing or results of pending and future clinical trials (including the design and progress of
clinical trials; safety and efficacy of the products being tested; action, inaction or delay by the FDA, European or other
regulators or their advisory bodies; and analysis or interpretation by, or submission to, these entities or others of
scientific data); changes in the status of existing collaborative relationships; the ability of collaborators and other
partners to meet their obligations; our ability to meet the demand of the United States government agency with which
we have entered our first government contract; competition; market demands for products; scale-up and marketing
capabilities; availability of additional licensing or collaboration opportunities; international operations; share price
volatility; our financing needs and opportunities; uncertainties regarding the status of biotechnology patents;
uncertainties as to the costs of protecting intellectual property; and risks associated with our status as a Bermuda
company, are described in more detail in “RISK FACTORS” included or incorporated by reference in the prospectus
and this prospectus supplement. We undertake no obligation to publicly update any forward-looking statements,
regardless of any new information, future events or other occurrences. We advise you, however, to consult any
additional disclosures we make in our reports to the SEC on Forms 10-K, 10-Q and 8-K.

S-4
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USE OF PROCEEDS

We estimate that the net proceeds to us from the sale of the common shares offered by this prospectus supplement and
the accompanying prospectus will be approximately $4,340,000, after deducting the placement agent’s fees and
estimated offering expenses.

We intend to use the net proceeds from the sale of the common shares offered by this prospectus supplement and the
accompanying prospectus for working capital and general corporate purposes. Pending application of the net proceeds
for the specified purposes, we expect to invest the proceeds in interest-bearing accounts and short-term,
interest-bearing securities.

PLAN OF DISTRIBUTION

Please see the information set forth under the caption “Plan of Distribution−Equity Line” commencing on page 24 in the
accompanying prospectus, and the disclosure set forth in our Current Report on Form 8−K dated October 21, 2008,
which is incorporated by reference herein, relating to our equity line of credit arrangement with Azimuth.

LEGAL MATTERS

Certain matters under Bermuda law with respect to the validity of the securities being offered hereby will be passed
upon by Conyers Dill & Pearman, located in Hamilton, Bermuda. Certain matters under New York and federal law
with respect to the validity of the securities being offered hereby will be passed upon by Cahill Gordon & Reindel
LLP, located in New York, New York.

EXPERTS

Ernst & Young LLP, independent registered public accounting firm, has audited our consolidated financial statements
included in our Annual Report on Form 10-K for the year ended December 31, 2006, and management’s assessment of
the effectiveness of our internal control over financial reporting as of December 31, 2006, as set forth in their reports,
which are incorporated by reference in this prospectus supplement and elsewhere in the registration statement. Our
financial statements and management’s assessment are incorporated by reference in reliance on Ernst & Young LLP’s
reports, given on their authority as experts in accounting and auditing.

S-5
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WHERE YOU CAN FIND MORE INFORMATION

We file reports, proxy statements, and other information with the SEC. The public may read and copy any materials
filed by us at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549 or on the Internet site
maintained by the SEC at http://www.sec.gov. Please call the SEC at 1-800-SEC-0330 for further information on the
Public Reference Room. Our common shares are listed on the Nasdaq Global Market, and these reports, proxy
statements, and other information are also available for inspection at the offices of the Nasdaq Stock Market, 1735 K
Street, N.W., Washington, D.C. 20006-1504.

The prospectus included in this filing is part of a registration statement filed by us with the SEC. The full registration
statement can be obtained from the SEC, as indicated above, or from us.

The SEC allows us to “incorporate by reference” the information we file with the SEC. This permits us to disclose
important information to you by referring to these filed documents. Any information referred to in this way is
considered part of this prospectus supplement. We incorporate by reference the following documents that have been
filed with the SEC (other than information furnished under Item 2.02 or Item 7.01 of Form 8-K and all exhibits related
to such items):

•  our annual report on Form 10-K for the year ended December 31, 2007 and the amendment to our annual
report on Form 10-K for the year ended December 31, 2007 filed on March 14, 2008;

•  our quarterly reports on Form 10-Q for the fiscal quarters ended March 31, 2008 and June 30, 2008 and the
amendment to our quarterly report on Form 10-Q for the fiscal quarter ended June 30, 2008, which was filed on
September 11, 2008;

•  our current reports on Form 8-K filed on March 14, 2008, April 2, 2008, April 9, 2008, May 12, 2008, July 28,
2008, October 17, 2008 and October 22, 2008;

•  the description of the common shares in the registration statement on Form 8-A dated and filed on April 1, 2003
under Section 12 of the Securities Exchange Act, including any amendment or report for the purpose of updating
such description (file no. 0-14710); and

•  our definitive proxy statement filed pursuant to Section 14 of the Exchange Act in connection with our 2008
Annual Meeting of Shareholders filed with the SEC on April 9, 2008.

Any information in any of the foregoing documents will automatically be deemed to be modified or superseded to the
extent that information in this prospectus or in a later filed document that is incorporated or deemed to be incorporated
herein by reference modifies or replaces such information.

We also incorporate by reference any future filings (other than current reports furnished under Item 2.02 or Item 7.01
of Form 8-K and exhibits filed on such form that are related to such items) made with the SEC pursuant to Sections
13(a), 13(c), 14 or 15(d) of the Exchange Act, until we file a post-effective amendment which indicates the
termination of the offering of the securities made by this prospectus supplement. Information in such future filings
updates and supplements the information provided in this prospectus supplement. Any statements in any such future
filings will automatically be deemed to modify and supersede any information in any document we previously filed
with the SEC that is incorporated or deemed to be incorporated herein by reference to the extent that statements in the
later filed document modify or replace such earlier statements.

You may request a copy of these filings, at no cost, by writing or telephoning us at the following address:
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XOMA Ltd.
2910 Seventh Street

Berkeley, California 94710
(510) 204-7200

S-6
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PROSPECTUS

$150,000,000

Common Shares

Preference Shares

Debt Securities

Warrants

Offered by

XOMA Ltd.

From time to time, we may offer up to $150,000,000 of any combination of the securities described in this prospectus.

We will provide specific terms of these offerings and securities in supplements to this prospectus. The prospectus
supplement may also add, update or change information contained in this prospectus. You should read this prospectus,
the information incorporated by reference in this prospectus and any prospectus supplement carefully before you
invest.

Our common shares are traded on the Nasdaq Global Market under the symbol “XOMA.” On October 21, 2008, the last
reported sale price of our common shares was $1.64 per share. You are urged to obtain current market quotations for
our common shares. The applicable prospectus supplement will contain information, where applicable, as to any other
listing on the Nasdaq Global Market or any securities market or other exchange of the securities, if any, covered by
the prospectus supplement.

Investing in our securities involves a high degree of risk. .  See the section entitled “RISK FACTORS” contained in any
supplements to this Prospectus and in our most recent Annual Report on Form 10-K and Quarterly Reports on Form
10-Q, as well as any amendments thereto, as filed with the Securities and Exchange Commission, and which are
incorporated herein by reference in their entirety.

This Prospectus may not be used to offer or sell any securities unless accompanied by a Prospectus Supplement.

The securities may be sold directly by us to investors, through agents designated from time to time or to or through
underwriters or dealers. For additional information on the methods of sale, you should refer to the section entitled
“PLAN OF DISTRIBUTION” in this prospectus. If any underwriters are involved in the sale of any securities with
respect to which this prospectus is being delivered, the names of such underwriters and any applicable commissions or
discounts and over-allotment options will be set forth in a prospectus supplement. The price to the public of such
securities and the net proceeds we expect to receive from such sale will also be set forth in a prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

Consent under the Exchange Control Act 1972 (and its related regulations) has been obtained from the Bermuda
Monetary Authority for the issue and transfer of XOMA’s shares, options, warrants, depositary receipts, rights, loan
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notes and other securities to and between non-residents of Bermuda for exchange control purposes provided our shares
remain listed on an appointed stock exchange, which includes the Nasdaq Global Market. This prospectus may be
filed with the Registrar of Companies in Bermuda in accordance with Bermuda law. In granting such consent and in
accepting this prospectus for filing, neither the Bermuda Monetary Authority nor the Registrar of Companies in
Bermuda accepts any responsibility for our financial soundness or the correctness of any of the statements made or
opinions expressed in this prospectus.

The date of this prospectus is October 21, 2008
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You should rely only on the information we have provided or incorporated by reference in this prospectus or any
prospectus supplement. We have not authorized anyone to provide you with information different from that contained
in this prospectus. No dealer, salesperson or other person is authorized to give any information or to represent
anything not contained in this prospectus. You must not rely on any unauthorized information or representation. This
prospectus is an offer to sell only the securities offered hereby, but only under circumstances and in jurisdictions
where it is lawful to do so. You should assume that the information in this prospectus or any prospectus supplement is
accurate only as of the date on the front of the document and that any information we have incorporated by reference
is accurate only as of the date of the document incorporated by reference, regardless of the time of delivery of this
prospectus or any sale of a security.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC,
using a “shelf” registration process. Under this shelf registration process, we may sell common shares, preference shares,
debt securities and warrants in one or more offerings up to a total dollar amount of $150,000,000. This prospectus
provides you with a general description of the securities we may offer. Each time we sell any securities under this
prospectus, we will provide a prospectus supplement that will contain more specific information about the terms of
those securities. We may also add, update or change in a prospectus supplement any of the information contained in
this prospectus or in documents we have incorporated by reference into this prospectus. This prospectus, together with
the applicable prospectus supplements and the documents incorporated by reference into this prospectus, includes all
material information relating to this offering. You should carefully read both this prospectus and the applicable
prospectus supplement together with the additional information described under “WHERE YOU CAN FIND MORE
INFORMATION” before buying securities in this offering. You should rely only on the information we have provided
or incorporated by reference in this prospectus or any prospectus supplement. We have not authorized anyone to
provide you with information different from that contained in this prospectus. No dealer, salesperson or other person
is authorized to give any information or to represent anything not contained in this prospectus. You must not rely on
any unauthorized information or representation. This prospectus is an offer to sell only the securities offered hereby,
but only under circumstances and in jurisdictions where it is lawful to do so. You should assume that the information
in this prospectus or any prospectus supplement is accurate only as of the date on the front of the document and that
any information we have incorporated by reference is accurate only as of the date of the document incorporated by
reference, regardless of the time of delivery of this prospectus or any sale of a security.

ABOUT XOMA

XOMA Ltd., a Bermuda company (“XOMA” or “we”), is a leader in the discovery, development and manufacture of
therapeutic antibodies. Our expanding pipeline includes XOMA 052, an anti-IL-1 beta antibody, and XOMA 629, a
synthetic peptide compound derived from bactericidal/permeability-increasing protein.

XOMA’s proprietary development pipeline is primarily funded by multiple revenue streams resulting from the
licensing of its antibody technologies, product royalties, development collaborations and biodefense contracts.
XOMA’s technologies and experienced team have contributed to the success of marketed antibody products, including
RAPTIVA® (efalizumab) for chronic moderate to severe plaque psoriasis and LUCENTIS® (ranibizumab injection)
for wet age-related macular degeneration.

XOMA has a premier antibody discovery and development platform that includes six antibody phage display libraries
and XOMA’s proprietary Human Engineering(tm) and bacterial cell expression (BCE) technologies. For example,
XOMA’s bacterial cell expression technology is a key breakthrough biotechnology for the discovery and
manufacturing of antibodies and other proteins. As a result, more than 50 pharmaceutical and biotechnology
companies have signed BCE licenses.

In addition to developing its own products, XOMA develops products for premier pharmaceutical companies
including Novartis AG, Schering-Plough Research Institute and Takeda Pharmaceutical Company Limited. XOMA
has a fully integrated product development infrastructure, extending from pre-clinical science to product launch, and a
team of 300 employees at its Berkeley, California location.

-1-
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RISK FACTORS

Except for the historical information contained in this prospectus or incorporated by reference, this prospectus (and
the information incorporated by reference in this prospectus) contains forward-looking statements that involve risks
and uncertainties.  Our actual results could differ materially from those discussed here or incorporated by
reference.  Factors that could cause or contribute to such differences include those discussed in the section entitled
“RISK FACTORS” contained in any supplements to this prospectus and in our most recent annual report on Form 10-K
and quarterly reports on Form 10-Q filed with the SEC, as well as any amendments thereto reflected in subsequent
filings with the SEC, which are incorporated herein by reference in their entirety.

Investment in our securities involves risks.  Prior to making a decision about investing in our securities, you should
consider carefully the risk factors, together with all of the other information contained or incorporated by reference in
this prospectus and any prospectus supplement, including any additional specific risks described in any prospectus
supplement.  Each of these risk factors could adversely affect our business, operating results and financial condition,
which may result in the loss of all or part of your investment.

Keep these risk factors in mind when you read forward-looking statements contained elsewhere or incorporated by
reference in this prospectus and the prospectus supplement.  These statements relate to our expectations about future
events.  Discussions containing forward-looking statements may be found, among other places, in “Business” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” incorporated by reference
from our annual reports on Form 10-K and our quarterly reports on Form 10-Q, as well as any amendments thereto
reflected in subsequent filings with the SEC.  These forward-looking statements are based largely on our expectations
and projections about future events and future trends affecting our business, and so are subject to risks and
uncertainties, including the risks and uncertainties described below under “FORWARD-LOOKING INFORMATION,”
that could cause actual results to differ materially from those anticipated in the forward-looking statements.
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THE SECURITIES WE MAY OFFER

We may offer our common shares and preference shares, various series of debt securities and/or warrants to purchase
any of such securities, with a total value of up to $150,000,000, from time to time under this prospectus at prices and
on terms to be determined by market conditions at the time of offering. This prospectus provides you with a general
description of the securities we may offer. Each time we offer a type or series of securities, we will provide a
prospectus supplement that will describe the specific amounts, prices and other important terms of the securities,
including, to the extent applicable:

•  designation or classification;

•  aggregate principal amount or aggregate offering price;

•  maturity, if applicable;

•  rates and times of payment of interest or dividends, if any;

•  redemption, conversion or sinking fund terms, if any;

•  voting or other rights, if any;

•  conversion prices, if any; and

•  important federal income tax considerations.
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The prospectus supplement also may add, update or change information contained in this prospectus or in documents
we have incorporated by reference. However, no prospectus supplement shall offer a security that is not registered and
described in this prospectus at the time of its effectiveness.

This Prospectus may not be used to consummate a sale of securities unless it is accompanied by a Prospectus
Supplement.

We may sell the securities directly to or through agents, underwriters or dealers. We, and our agents or underwriters,
reserve the right to accept or reject all or part of any proposed purchase of securities. If we do offer securities through
agents or underwriters, we will include in the applicable prospectus supplement:

•  the names of those agents or underwriters;

•  applicable fees, discounts and commissions to be paid to them;

•  details regarding over-allotment options, if any; and

•  the net proceeds to us.

Common Shares. We may issue common shares from time to time. Holders of common shares are entitled to one vote
per share on all matters submitted to a vote of shareholders. Subject to the rights of any series of preference shares
issued from time to time, all actions submitted to a vote of shareholders shall be voted on by the holders of common
shares, voting together as a single class (together with the Series A Preference Shares (as described below), if any),
except as provided by law.

Preference Shares. We may issue preference shares from time to time, in one or more series. Our board of directors
shall determine the rights, preferences, privileges and restrictions of the preference shares, including dividend rights,
conversion rights, voting rights, terms of redemption, liquidation preferences, sinking fund terms and the number of
shares constituting any series or the designation of any series. Convertible preference shares will be convertible into
our common shares or convertible into or exchangeable for our other securities. Conversion may be mandatory or at
your option and would be at prescribed conversion rates.

If we sell any series of preference shares under this prospectus and applicable prospectus supplements, we will fix the
rights, preferences, privileges, qualifications and restrictions of the preference shares of such series in the resolutions
creating that series. We will incorporate by reference into the registration statement of which this prospectus is a part
the form of any resolutions that set out the terms of the series of preference shares we are offering before the issuance
of such series of preference shares. We urge you to read the prospectus supplements related to the series of preference
shares being offered, as well as the complete resolutions that set out the terms of such series of preference shares.

Debt Securities. We may offer debt securities from time to time, in one or more series, as either senior or subordinated
debt or as senior or subordinated convertible debt. The senior debt securities will rank equally with any other
unsecured and unsubordinated debt. The subordinated debt securities will be subordinate and junior in right of
payment, to the extent and in the manner described in the instrument governing the debt, to all of our senior
indebtedness. Convertible debt securities will be convertible into or exchangeable for our common shares or our other
securities. Conversion may be mandatory or at your option and would be at prescribed conversion rates.

The debt securities will be issued under
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