
costs and $477.6 million of charges to exit business lines a shift in business mix as a result of the impact of
and products, sell credit portfolios or otherwise realign acquisitions, market demographics, the mix of product
business practices in the new Company. The Company also revenue and an increase in federal and state tax credits. The
incurred $190.5 million related to the accelerated vesting of improvement in the effective tax rate in 2002, compared
certain stock options and restricted stock, $207.1 million of with 2001, was primarily driven by a change in unitary
systems conversion and business integration costs, state tax apportionment factors, a decrease in non-
$48.7 million for lease cancellation and other building- deductible merger and restructuring-related charges and the
related costs, $226.8 million for transaction costs, funding a change in accounting for goodwill.
charitable foundation to reaffirm a commitment to its The Company’s net deferred tax liability was
markets and other costs, and a $62.2 million gain related to $1,556.4 million at December 31, 2003, compared with
the required sale of branches. $1,329.4 million for the year ended 2002. The change in

Refer to Notes 3 and 5 of the Notes to Consolidated 2003 primarily relates to leasing activities and a decrease in
Financial Statements for further information on these the net unrealized appreciation on available-for-sale
acquired businesses and merger and restructuring-related securities and financial instruments. For further information
items. on income taxes, refer to Note 20 of the Notes to

Consolidated Financial Statements.
Income Tax Expense The provision for income taxes was
$1,941.3 million (an effective rate of 34.4 percent) in 2003, BALANCE SHEET ANALYSIS
compared with $1,707.5 million (an effective rate of

Average earning assets were $160.8 billion in 2003,34.6 percent) in 2002 and $818.3 million (an effective rate
compared with $147.4 billion in 2002. The increase inof 34.9 percent) in 2001. The improvement in the effective
average earning assets of $13.4 billion (9.1 percent) wastax rate in 2003, compared with 2002, primarily reflected a
primarily driven by growth in investment securities,change in unitary state tax apportionment factors driven by

Loan Portfolio Distribution
2003 2002 2001 2000 1999

Percent Percent Percent Percent Percent
At December 31 (Dollars in Millions) Amount of Total Amount of Total Amount of Total Amount of Total Amount of Total

Commercial
Commercial ********************** $ 33,536 28.4% $ 36,584 31.5% $ 40,472 35.4% $ 47,041 38.5% $ 42,021 37.1%

Lease financing ****************** 4,990 4.2 5,360 4.6 5,858 5.1 5,776 4.7 3,835 3.4

Total commercial ************** 38,526 32.6 41,944 36.1 46,330 40.5 52,817 43.2 45,856 40.5

Commercial real estate
Commercial mortgages************ 20,624 17.4 20,325 17.5 18,765 16.4 19,466 15.9 18,636 16.5

Construction and development ***** 6,618 5.6 6,542 5.6 6,608 5.8 6,977 5.7 6,506 5.7

Total commercial real estate **** 27,242 23.0 26,867 23.1 25,373 22.2 26,443 21.6 25,142 22.2

Residential mortgages
Residential mortgages ************ 7,332 6.2 6,446 5.6 5,746 5.0 * * * *

Home equity loans, first liens ****** 6,125 5.2 3,300 2.8 2,083 1.8 * * * *

Total residential mortgages ***** 13,457 11.4 9,746 8.4 7,829 6.8 9,397 7.7 12,760 11.3

Retail
Credit card*********************** 5,933 5.0 5,665 4.9 5,889 5.1 6,012 4.9 5,004 4.4

Retail leasing ******************** 6,029 5.1 5,680 4.9 4,906 4.3 4,153 3.4 2,123 1.9

Home equity and second

mortgages (a)***************** 13,210 11.2 13,572 11.6 12,235 10.7 11,956 9.7 * *

Other retail

Revolving credit *************** 2,540 2.1 2,650 2.3 2,673 2.3 2,750 2.2 * *

Installment******************** 2,380 2.0 2,258 1.9 2,292 2.0 2,186 1.8 * *

Automobile ******************* 7,165 6.1 6,343 5.5 5,660 5.0 5,609 4.6 * *

Student ********************** 1,753 1.5 1,526 1.3 1,218 1.1 1,042 .9 * *

Total other retail (a)********* 13,838 11.7 12,777 11.0 11,843 10.4 11,587 9.5 22,344 19.7

Total retail ******************** 39,010 33.0 37,694 32.4 34,873 30.5 33,708 27.5 29,471 26.0

Total loans **************** $118,235 100.0% $116,251 100.0% $114,405 100.0% $122,365 100.0% $113,229 100.0%

(a) Home equity and second mortgages are included in the total other retail category in 1999.
* Information not available
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residential mortgages, loans held for sale and retail loans, connection with asset/liability management activities and
partially offset by a decline in commercial loans. The strong growth in first lien home equity loans within the
increase in average earning assets was funded with an branch network and consumer finance. Table 6 provides a
increase in average interest-bearing liabilities of summary of the loan distribution by product type. Average
$10.3 billion, consisting principally of higher savings total loans increased $3.9 billion (3.4 percent) in 2003,
products balances and more favorably priced longer-term compared with 2002. The increase in total average loans in
wholesale funding, and an increase in net free funds, 2003, compared with 2002, was driven by similar factors
including an increase in average noninterest-bearing deposits discussed above including the growth of residential
of $3.0 billion. mortgages, retail loans and commercial real estate loans,

For average balance information, refer to Consolidated partially offset by the decline in commercial loans.
Daily Average Balance Sheet and Related Yields and Rates

Commercial Commercial loans, including lease financing,
on pages 110 and 111.

totaled $38.5 billion at December 31, 2003, compared with
Loans The Company’s total loan portfolio was $41.9 billion at December 31, 2002, a decrease of
$118.2 billion at December 31, 2003, an increase of $3.4 billion (8.1 percent). Although the consolidation of
$2.0 billion (1.7 percent) from December 31, 2002. The loans from the Stellar commercial loan conduit in mid-2003
increase in total loans was driven by growth in residential had a positive impact on commercial loan balances year-
mortgages and retail loans, partially offset by a decline in over-year, current credit markets and soft economic
commercial loans due to soft commercial loan demand. The conditions during early 2003 led to the decline in total
increase in residential mortgages reflects the Company’s commercial loans. Although economic growth occurred in
decision to retain adjustable-rate mortgage production in the second half of 2003, commercial loan demand

Commercial Loans by Industry Group and Geography
December 31, 2003 December 31, 2002

Industry Group (Dollars in Millions) Loans Percent Loans Percent

Consumer products and services ************************************* $ 6,858 17.8% $ 7,206 17.2%

Capital goods ****************************************************** 4,598 11.9 5,486 13.1

Financial services*************************************************** 4,469 11.6 5,769 13.7

Commercial services and supplies ************************************ 3,785 9.8 3,853 9.2

Agriculture ********************************************************* 2,907 7.6 3,153 7.5

Consumer staples ************************************************** 1,817 4.7 1,924 4.6

Transportation ****************************************************** 1,758 4.6 2,231 5.3

Property management and development******************************* 1,653 4.3 1,266 3.0

Private investors **************************************************** 1,629 4.2 1,759 4.2

Health care ******************************************************** 1,532 4.0 1,475 3.5

Paper and forestry products, mining and basic materials **************** 1,415 3.7 1,664 4.0

Information technology ********************************************** 729 1.9 797 1.9

Energy ************************************************************ 708 1.8 575 1.4

Other************************************************************** 4,668 12.1 4,786 11.4

Total *********************************************************** $38,526 100.0% $41,944 100.0%

Geography

California ********************************************************** $ 4,091 10.6% $ 4,127 9.8%

Colorado*********************************************************** 1,820 4.7 1,796 4.3

Illinois ************************************************************* 2,121 5.5 2,214 5.3

Minnesota ********************************************************* 6,527 16.9 6,605 15.7

Missouri *********************************************************** 2,742 7.1 2,895 6.9

Ohio ************************************************************** 2,361 6.1 2,455 5.9

Oregon ************************************************************ 1,500 3.9 1,604 3.8

Washington ******************************************************** 2,767 7.2 3,129 7.5

Wisconsin********************************************************** 2,874 7.5 3,052 7.3

Iowa, Kansas, Nebraska, North Dakota, South Dakota ****************** 3,760 9.8 4,421 10.5

Arkansas, Indiana, Kentucky, Tennessee ****************************** 1,549 4.0 1,865 4.4

Idaho, Montana, Wyoming ******************************************* 744 1.9 996 2.4

Arizona, Nevada, Utah ********************************************** 829 2.2 986 2.4

Total banking region ********************************************* 33,685 87.4 36,145 86.2

Outside the Company’s banking region******************************** 4,841 12.6 5,799 13.8

Total *********************************************************** $38,526 100.0% $41,944 100.0%
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continued to be soft through year-end given the liquidity of $7.9 billion at December 31, 2002. The Company also
commercial customers. Average commercial loans in 2003 finances the operations of real estate developers and other
decreased by $2.5 billion (5.7 percent). The decline in entities with operations related to real estate. These loans
average commercial loans for 2003 was primarily due to the are not secured directly by real estate and are subject to
run-off of corporate loans and continued softness in loan terms and conditions similar to commercial loans. These
demand, partially offset by the consolidation of loans from loans were included in the commercial loan category and
the Stellar commercial loan conduit in mid-2003. Despite totaled $364 million at December 31, 2003.
recent economic growth, the Company anticipates soft

Residential Mortgages Residential mortgages held in the loan
commercial loan demand will continue in early 2004 while

portfolio were $13.5 billion at December 31, 2003, an
business customers utilize liquidity to fund business

increase of $3.7 billion (38.1 percent) from December 31,
activities.

2002. The increase in residential mortgages was primarily the
Table 7 provides a summary of commercial loans by

result of an increase in consumer finance originations and
industry and geographical locations.

branch originated home equity loans with first liens driven by
Commercial Real Estate The Company’s portfolio of refinancing activities in 2003. The increase in residential
commercial real estate loans, which includes commercial mortgages also reflects the Company’s asset/liability
mortgages and construction loans, was $27.2 billion at management decisions to retain adjustable-rate mortgage loan
December 31, 2003, compared with $26.9 billion at production. This growth was partially offset by approximately
December 31, 2002, a slight increase of $375 million $1.0 billion in residential loan sales during 2003 primarily
(1.4 percent). Specifically, commercial mortgages representing fixed-rate mortgage loans. Average residential
outstanding and real estate construction and development mortgages increased $3.3 billion (39.0 percent) to
loans increased modestly by $299 million (1.5 percent) and $11.7 billion in 2003, primarily due to the increases in first
$76 million (1.2 percent), respectively, as business owners lien home equity loans and adjustable-rate mortgages.
and real estate investors continued to take advantage of the

Retail Total retail loans outstanding, which include credit
current interest rate environment. Average commercial real

card, retail leasing, home equity and second mortgages and
estate loans increased by $1.4 billion (5.5 percent) in 2003,

other retail loans, were $39.0 billion at December 31, 2003,
compared with 2002, primarily driven by increased

compared with $37.7 billion at December 31, 2002. The
commercial mortgage activity. Table 9 provides a summary

increase of $1.3 billion (3.5 percent) was driven by an
of commercial real estate by property type and geographical

increase in automobile loans, retail leasing, credit card
locations.

lending and student loans, which increased $822 million,
The Company maintains the real estate construction

$349 million, $268 million and $227 million, respectively,
designation until the completion of the construction phase

during 2003. This growth was partially offset by declines in
and, if retained, the loan is reclassified to the commercial

home equity and second mortgage loans as consumers
mortgage category. Approximately $1.4 billion of

refinanced with first lien home equity products classified as
construction loans were permanently financed and

residential mortgages. Average retail loans increased
transferred to the commercial mortgage loan category in

$1.7 billion (4.6 percent) to $38.2 billion in 2003, reflecting
2003. At year-end 2003, $205 million of tax-exempt

growth in retail leasing, installment loans and home equity
industrial development loans were secured by real estate.

lines. Growth in these retail products was offset somewhat
The Company’s commercial real estate mortgages and

by a 1.9 percent decline in average credit card balances
construction loans had unfunded commitments of

primarily due to portfolio sales in late 2002 and lower
$7.3 billion at December 31, 2003, compared with

Selected Loan Maturity Distribution
Over One

One Year Through Over Five
December 31, 2003 (Dollars in Millions) or Less Five Years Years Total

Commercial *********************************************************** $19,028 $17,008 $ 2,490 $ 38,526
Commercial real estate************************************************* 7,162 13,699 6,381 27,242
Residential mortgages ************************************************* 914 2,382 10,161 13,457
Retail **************************************************************** 11,977 17,373 9,660 39,010

Total loans********************************************************* $39,081 $50,462 $28,692 $118,235

Total of loans due after one year with
Predetermined interest rates***************************************** $ 40,339
Floating interest rates *********************************************** $ 38,815
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Commercial Real Estate by Property Type and Geography
December 31, 2003 December 31, 2002

Property Type (Dollars in Millions) Loans Percent Loans Percent

Business owner occupied******************************************** $ 8,037 29.5% $ 6,513 24.2%

Multi-family********************************************************* 3,868 14.2 3,258 12.1

Commercial property

Industrial ******************************************************* 1,280 4.7 1,227 4.6

Office ********************************************************** 3,078 11.3 3,564 13.3

Retail ********************************************************** 3,487 12.8 3,832 14.3

Other ********************************************************** 2,452 9.0 1,447 5.4

Homebuilders ****************************************************** 2,098 7.7 2,142 8.0

Hotel/motel********************************************************* 2,234 8.2 2,585 9.6

Health care facilities************************************************* 708 2.6 1,290 4.8

Other (a)*********************************************************** — — 1,009 3.7

Total *********************************************************** $27,242 100.0% $26,867 100.0%

Geography

California ********************************************************** $ 4,380 16.1% $ 4,277 15.9%

Colorado*********************************************************** 1,139 4.2 1,190 4.4

Illinois ************************************************************* 1,095 4.0 1,140 4.2

Minnesota ********************************************************* 1,536 5.6 1,508 5.6

Missouri *********************************************************** 1,741 6.4 2,297 8.6

Ohio ************************************************************** 2,193 8.0 2,264 8.4

Oregon ************************************************************ 1,771 6.5 1,614 6.0

Washington ******************************************************** 2,956 10.9 3,242 12.1

Wisconsin********************************************************** 1,921 7.1 2,040 7.6

Iowa, Kansas, Nebraska, North Dakota, South Dakota ****************** 2,138 7.8 1,895 7.1

Arkansas, Indiana, Kentucky, Tennessee ****************************** 1,817 6.7 1,679 6.2

Idaho, Montana, Wyoming ******************************************* 874 3.2 682 2.5

Arizona, Nevada, Utah ********************************************** 1,722 6.3 1,439 5.4

Total banking region ********************************************* 25,283 92.8 25,267 94.0

Outside the Company’s banking region******************************** 1,959 7.2 1,600 6.0

Total *********************************************************** $27,242 100.0% $26,867 100.0%

(a) In 2003, enhancements in loan system reporting enabled the Company to reclassify loans classified as ‘‘other’’ in 2002 to the applicable category.

second mortgage home equity loans. Of the total retail $43.3 billion, compared with $28.5 billion at December 31,
loans and residential mortgages outstanding, approximately 2002. The $14.8 billion (52.1 percent) year-over-year
88.5 percent are to customers located in the Company’s increase reflected the reinvestment of proceeds from loan
primary banking regions. sales and declining commercial loan balances due to the

continued softness in commercial loan demand and the
Loans Held for Sale At December 31, 2003, loans held for

investment of cash inflows related to deposit growth.
sale, consisting of residential mortgages to be sold in the

During 2003, the Company sold $15.3 billion of fixed-rate
secondary markets, were $1.4 billion. The $2.7 billion

securities as part of an economic hedge of the MSR
(65.5 percent) decrease from December 31, 2002, despite

portfolio. In the first and second quarters of 2003, securities
strong mortgage banking activities in early 2003, was the

gains were taken to offset impairment recognized in the
result of a 56.3 percent decline in mortgage production

MSR portfolio. When MSR reparation occurred in the third
volumes during the fourth quarter of 2003 relative to the

quarter of 2003, the Company began repositioning the
same period of 2002.

investment securities portfolio by selling fixed-rate securities
Investment Securities The Company uses its investment with lower yields at a loss, with the proceeds being
securities portfolio for several purposes. It serves as a reinvested at higher yields. At December 31, 2003,
vehicle to manage interest rate and prepayment risk, approximately 19.5 percent of the investment securities
generates interest and dividend income from the investment portfolio represented adjustable-rate financial instruments,
of excess funds depending on loan demand, provides compared with 18.6 percent as of December 31, 2002.
liquidity and is used as collateral for public deposits and The weighted-average yield of the available-for-sale
wholesale funding sources. portfolio was 4.27 percent at December 31, 2003,

At December 31, 2003, investment securities, both compared with 4.97 percent at December 31, 2002. The
available-for-sale and held-to-maturity, totaled average maturity of the available-for-sale portfolio rose to
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5.1 years at December 31, 2003, up from 2.8 years at December 31, 2002. The change from 2002 reflected rising
December 31, 2002. The relative mix of the type of interest rates in the later half of 2003 and the longer
investment securities maintained in the portfolio is provided duration of the portfolio relative to a year ago.
in Table 10. At December 31, 2003, the available-for-sale

Deposits Total deposits were $119.1 billion at
portfolio included a $259 million net unrealized loss,

December 31, 2003, an increase of $3.5 billion
compared with a net unrealized gain of $714 million at

(3.0 percent) from December 31, 2002. The increase in total

Investment Securities
Available-for-Sale Held-to-Maturity

Weighted Weighted
Average Weighted Average Weighted

Amortized Fair Maturity in Average Amortized Fair Maturity in Average
December 31, 2003 (Dollars in Millions) Cost Value Years Yield Cost Value Years Yield

U.S. Treasury and agencies
Maturing in one year or less ********** $ 57 $ 57 .57 2.88% $ — $ — — —%
Maturing after one year through

five years************************ 190 199 2.66 4.33 — — — —
Maturing after five years through

ten years ************************ 237 225 9.08 3.93 — — — —
Maturing after ten years ************** 1,150 1,094 19.50 2.38 — — — —

Total************************* $ 1,634 $ 1,575 15.37 2.85% $ — $ — — —%

Mortgage-backed securities
Maturing in one year or less ********** $ 2,355 $ 2,358 .63 3.15% $ — $ — — —%
Maturing after one year through

five years************************ 22,516 22,542 3.66 4.30 14 14 3.08 5.38
Maturing after five years through

ten years ************************ 15,016 14,785 6.50 4.50 — — — —
Maturing after ten years ************** 342 340 13.26 2.66 — — — —

Total************************* $40,229 $40,025 4.62 4.30% $ 14 $ 14 3.08 5.38%

Asset-backed securities
Maturing in one year or less ********** $ 100 $ 101 .70 4.74% $ — $ — — —%
Maturing after one year through

five years************************ 130 130 2.54 5.89 — — — —
Maturing after five years through

ten years ************************ 20 21 5.08 5.55 — — — —
Maturing after ten years ************** — — — — — — — —

Total************************* $ 250 $ 252 2.00 5.40% $ — $ — — —%

Obligations of states and political
subdivisions
Maturing in one year or less ********** $ 70 $ 71 .40 7.32% $ 33 $ 33 .35 3.93%
Maturing after one year through

five years************************ 171 178 2.71 7.34 39 42 2.93 6.54
Maturing after five years through

ten years ************************ 79 84 6.88 7.43 26 28 6.84 6.92
Maturing after ten years ************** 15 15 14.60 8.32 40 44 14.66 6.97

Total************************* $ 335 $ 348 3.74 7.40% $138 $147 6.47 6.12%

Other debt securities
Maturing in one year or less ********** $ 3 $ 3 .42 3.35% $ — $ — — —%
Maturing after one year through

five years************************ 128 128 2.51 10.42 — — — —
Maturing after five years through

ten years ************************ 8 8 6.09 3.21 — — — —
Maturing after ten years ************** 260 246 23.45 1.84 — — — —

Total************************* $ 399 $ 385 16.21 4.64% $ — $ — — —%

Other investments ****************** $ 594 $ 597 — —% $ — $ — — —%

Total investment securities *************** $43,441 $43,182 5.12 4.27% $152 $161 6.16 6.05%

Note: Information related to asset and mortgage-backed securities included above is presented based upon weighted average maturities anticipating future prepayments. Average
yields are presented on a fully-taxable equivalent basis. Yields on available-for-sale and held-to-maturity securities are computed based on historical cost balances. Average yield
and maturity calculations exclude equity securities that have no stated yield or maturity.

2003 2002

Amortized Percent Amortized Percent
At December 31 (Dollars in Millions) Cost of Total Cost of Total

U.S. Treasury and agencies********************************************************************* $ 1,634 3.7% $ 421 1.5%
Mortgage-backed securities ********************************************************************* 40,243 92.3 24,987 90.0
Asset-backed securities************************************************************************* 250 .6 646 2.3
Obligations of states and political subdivisions **************************************************** 473 1.1 771 2.8
Other securities and investments **************************************************************** 993 2.3 949 3.4

Total investment securities******************************************************************* $43,593 100.0% $27,774 100.0%
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deposits was primarily the result of increases in all savings increase of $11.2 billion (24.5 percent), compared with
deposit products, partially offset by declines in noninterest- 2002. The increase in interest-bearing savings deposits from
bearing deposits, time certificates of deposit less than December 31, 2002, to December 31, 2003, was primarily
$100,000 and time deposits greater than $100,000. driven by increases in money market accounts of

Noninterest-bearing deposits were $32.5 billion at $6.3 billion (22.6 percent), along with increases in interest
December 31, 2003, compared with $35.1 billion at checking of $3.9 billion (22.5 percent) and savings accounts
December 31, 2002, a decrease of $2.6 billion (7.5 percent). of $.6 billion (12.1 percent). The favorable change in
The decrease in noninterest-bearing deposits was primarily money market accounts was the result of product pricing
attributable to a decline in deposits related to mortgage initiatives on high-impact money market products, the
banking businesses and lower government banking deposits continued desire by customers to maintain liquidity, specific
relative to a year ago. Mortgage banking declined deposit gathering initiatives and the State Street Corporate
substantially in the third quarter directly related to the Trust acquisition, which contributed approximately
upward movement in interest rates experienced since late $.6 billion of the increase during 2003.
June, 2003. Government banking deposits declined Interest-bearing time deposits were $25.5 billion at
primarily due to a decision by the federal government to December 31, 2003, compared with $30.2 billion at
pay fees for cash management services rather than maintain December 31, 2002, a decrease of $4.7 billion
compensating balances. Average noninterest-bearing deposits (15.5 percent). The decrease in interest-bearing time
were $31.7 billion in 2003, an increase of $3.0 billion deposits was driven by a decrease in the higher cost time
(10.4 percent), compared with 2002. The increase in certificates of deposits less than $100,000 of $4.3 billion
average noninterest-bearing deposits was primarily the result (23.8 percent) and a decrease of $381 million (3.1 percent)
of higher demand deposits of mortgage and government in time deposits greater than $100,000. Average time
banking customers during the first half of 2003, customer deposits greater than $100,000 increased $1.0 billion
decisions to maintain excess liquidity in demand deposit (8.7 percent) and average time certificates of deposit less
balances, and acquisitions. than $100,000 declined $3.8 billion (19.7 percent) during

Interest-bearing savings deposits totaled $61.1 billion at 2003. Time certificates of deposits are largely viewed as
December 31, 2003, an increase of $10.8 billion purchased funds and are managed to levels deemed
(21.5 percent) from December 31, 2002. Average interest- appropriate given alternative funding sources. The decline in
bearing savings deposits were $57.0 billion in 2003, an time certificates of deposits less than $100,000 from a year

Deposits

The composition of deposits was as follows:
2003 2002 2001 2000 1999

Percent Percent Percent Percent Percent
December 31 (Dollars in Millions) Amount of Total Amount of Total Amount of Total Amount of Total Amount of Total

Noninterest-bearing deposits ***************** $ 32,470 27.3% $ 35,106 30.4% $ 31,212 29.7% $ 26,633 24.3% $ 26,350 25.5%
Interest-bearing deposits

Interest checking ************************ 21,404 18.0 17,467 15.1 15,251 14.5 13,982 12.8 13,141 12.7
Money market accounts****************** 34,025 28.6 27,753 24.0 24,835 23.6 23,899 21.8 22,751 22.0
Savings accounts *********************** 5,630 4.7 5,021 4.4 4,637 4.4 4,516 4.1 5,445 5.3

Total of savings deposits************** 61,059 51.3 50,241 43.5 44,723 42.5 42,397 38.7 41,337 40.0
Time certificates of deposit less than $100,000*** 13,690 11.5 17,973 15.5 20,724 19.7 25,780 23.5 25,394 24.5
Time deposits greater than $100,000

Domestic ******************************* 5,902 4.9 9,427 8.2 7,286 6.9 11,221 10.3 9,348 9.0
Foreign ******************************** 5,931 5.0 2,787 2.4 1,274 1.2 3,504 3.2 988 1.0

Total interest-bearing deposits********* 86,582 72.7 80,428 69.6 74,007 70.3 82,902 75.7 77,067 74.5

Total deposits *************************** $119,052 100.0% $115,534 100.0% $105,219 100.0% $109,535 100.0% $103,417 100.0%

The maturity of time certificates of deposit less than $100,000 and time deposits greater than $100,000 was as follows:

Time Certificates of Time Deposits
December 31, 2003 (Dollars in Millions) Deposit Less Than $100,000 Greater Than $100,000 Total

Three months or less ******************************************** $ 2,747 $ 8,610 $11,357
Three months through six months ********************************* 2,237 831 3,068
Six months through one year************************************** 2,778 745 3,523
One year through three years ************************************* 4,179 1,128 5,307
Three years through five years ************************************ 1,733 508 2,241
Thereafter ****************************************************** 16 11 27

Total ******************************************************** $13,690 $11,833 $25,523
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ago, and on average during 2003, reflected a shift in strategic decisions, as well as the risks described above,
product mix toward savings products and funding decisions could give rise to reputation risk. Reputation risk is the risk
toward more favorably priced wholesale funding sources. that negative publicity or press, whether true or not, could
The increase in average time deposits greater than $100,000 result in costly litigation or cause a decline in the
was primarily due to a shift in short-term funding mix to Company’s stock value, customer base or revenue.
cover balance sheet growth, net of deposit growth.

Credit Risk Management The Company’s strategy for credit
Borrowings The Company utilizes both short-term and risk management includes well-defined, centralized credit
long-term borrowings to fund growth of earning assets in policies, uniform underwriting criteria, and ongoing risk
excess of deposit growth. Short-term borrowings, which monitoring and review processes for all commercial and
include federal funds purchased, securities sold under consumer credit exposures. The strategy also emphasizes
agreements to repurchase and other short-term borrowings, diversification on a geographic, industry and customer level,
were $10.9 billion at December 31, 2003, up $3.1 billion regular credit examinations and management reviews of
(39.0 percent) from $7.8 billion at year-end 2002. Short- loans experiencing deterioration of credit quality. The
term funding is managed to levels deemed appropriate given Company strives to identify potential problem loans early,
alternative funding sources. The increase in short-term take any necessary charge-offs promptly and maintain
borrowings reflected the impact of funding growth in adequate reserve levels for probable loan losses inherent in
earning assets, partially offset by the growth in deposits. the portfolio. Commercial banking operations rely on a

Long-term debt was $31.2 billion at December 31, strong credit culture that combines prudent credit policies
2003, up from $28.6 billion at December 31, 2002. The and individual lender accountability. Lenders are assigned
$2.6 billion (9.2 percent) increase in long-term debt was lending grades based on their level of experience and
driven by the issuance of $11.5 billion of medium- and customer service requirements. Lending grades represent the
long-term notes and bank notes during 2003. The issuance level of approval authority for the amount of credit
of long-term debt was partially offset by maturities of exposure and level of risk. Credit officers reporting
$8.6 billion during 2003. Refer to Note 14 of the Notes to independently to Credit Administration have higher levels of
Consolidated Financial Statements for additional lending grades and support the business units in their credit
information regarding long-term debt and the ‘‘Liquidity decision process. Loan decisions are documented as to the
Risk Management’’ section for discussion of liquidity borrower’s business, purpose of the loan, evaluation of the
management of the Company. repayment source and the associated risks, evaluation of

collateral, covenants and monitoring requirements, and risk
CORPORATE RISK PROFILE rating rationale. The Company utilizes a credit risk rating

system to measure the credit quality of individualOverview Managing risks is an essential part of successfully
commercial loan transactions. The Company uses the riskoperating a financial services company. The most prominent
rating system for regulatory reporting, determining therisk exposures are credit, residual, operational, interest rate,
frequency of review of the credit exposures, and evaluationmarket and liquidity risk. Credit risk is the risk of not
and determination of the adequacy of the allowance forcollecting the interest and/or the principal balance of a loan
credit losses. The Company regularly forecasts potentialor investment when it is due. Residual risk is the potential
changes in risk ratings, nonperforming status and potentialreduction in the end-of-term value of leased assets or the
for loss and the estimated impact on the allowance forresidual cash flows related to asset securitization and other
credit losses. In the Company’s retail banking operations,off-balance sheet structures. Operational risk includes risks
standard credit scoring systems are used to assess consumerrelated to fraud, legal and compliance risk, processing
credit risks and to price consumer products accordingly.errors, technology, breaches of internal controls and
The Company conducts the underwriting and collections ofbusiness continuation and disaster recovery risk. Interest
its retail products in loan underwriting and servicing centersrate risk is the potential reduction of net interest income as
specializing in certain retail products. Forecasts ofa result of changes in interest rates. Rate movements can
delinquency levels, bankruptcies and losses in conjunctionaffect the repricing of assets and liabilities differently, as
with projection of estimated losses by delinquencywell as their market value. Market risk arises from
categories and vintage information are regularly preparedfluctuations in interest rates, foreign exchange rates, and
and are used to evaluate underwriting and collection andequity prices that may result in changes in the values of
determine the adequacy of the allowance for credit lossesfinancial instruments, such as trading and available-for-sale
for these products. The Company also engages in non-securities that are accounted for on a mark-to-market basis.
lending activities that may give rise to credit risk, includingLiquidity risk is the possible inability to fund obligations to
interest rate swap contracts for balance sheet hedgingdepositors, investors or borrowers. In addition, corporate
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purposes, foreign exchange transactions and interest rate Credit Diversification The Company manages its credit risk,
swap contracts for customers, settlement risk, including in part, through diversification of its loan portfolio. As part
Automated Clearing House transactions, and the processing of its normal business activities, it offers a broad array of
of credit card transactions for merchants. These activities traditional commercial lending products and specialized
are also subject to credit review, analysis and approval products such as asset-based lending, commercial lease
processes. financing, agricultural credit, warehouse mortgage lending,

commercial real estate, health care and correspondent
Economic Overview In evaluating its credit risk, the

banking. The Company also offers an array of retail lending
Company considers changes, if any, in underwriting

products including credit cards, retail leases, home equity,
activities, the loan portfolio composition (including product

revolving credit, lending to students and other consumer
mix and geographic, industry or customer-specific

loans. These retail credit products are primarily offered
concentrations), trends in loan performance, the level of

through the branch office network, specialized trust, home
allowance coverage and macroeconomic factors. Since late

mortgage and loan production offices, indirect distribution
2000, the domestic economy experienced slower growth.

channels, such as automobile dealers and a consumer
During 2001, corporate earnings weakened and credit

finance division. The Company monitors and manages the
quality indicators among certain industry sectors

portfolio diversification by industry, customer and
deteriorated. The stagnant economic growth was evidenced

geography. Table 6 provides information with respect to the
by the Federal Reserve Board’s (‘‘FRB’’) actions to stimulate

overall product diversification and changes in the mix
economic growth through a series of interest rate reductions

during 2003.
from mid-2001 through late 2002. In addition, events of

The commercial portfolio reflects the Company’s focus
September 11, 2001, had a profound impact on credit

on serving small business customers, middle market and
quality due to changes in consumer confidence and related

larger corporate businesses throughout its 24-state banking
spending, governmental priorities and business activities. In

region and large national customers within certain niche
response to declining economic conditions, company-specific

industry groups. Table 7 provides a summary of the
portfolio trends, and the Firstar/USBM merger, the

significant industry groups and geographic locations of
Company initiated several actions during 2001 including

commercial loans outstanding at December 31, 2003 and
aligning the risk management practices and charge-off

2002. The commercial loan portfolio is diversified among
policies of the companies and restructuring and disposing of

various industries with somewhat higher concentrations in
certain portfolios that did not align with the credit risk

consumer products and services, capital goods (including
profile of the combined company. The Company also

manufacturing and commercial construction-related
implemented accelerated loan workout strategies for certain

businesses), financial services, commercial services and
commercial credits and increased the provision for credit

supplies, and agricultural industries. Additionally, the
losses above anticipated levels by approximately

commercial portfolio is diversified across the Company’s
$1,025 million in the third quarter of 2001.

geographical markets with 87.4 percent of total commercial
By the end of 2002, economic conditions had stabilized

loans within the 24-state banking region. Credit
somewhat, although the banking sector continued to

relationships outside of the Company’s banking region are
experience elevated levels of nonperforming assets and net

typically niche businesses including the mortgage banking
charge-offs, especially with respect to certain industry

and the leasing businesses. Loans to mortgage banking
segments. Unemployment rates had increased slightly and

customers are primarily warehouse lines which are
consumer spending and confidence levels had declined

collateralized with the underlying mortgages. The Company
during that year. Economic conditions began to improve in

regularly monitors its mortgage collateral position to
early to mid-2003 as evidenced by stronger earnings across

manage its risk exposure.
many corporate sectors, higher equity valuations, stronger

Certain industry segments within the commercial loan
retail sales and consumer spending, and improving

portfolio, including telecommunications, transportation and
economic indicators. While the economy has begun to

manufacturing experienced economic stress since 2001.
strengthen relative to a year ago, the banking industry

Additionally, highly leveraged enterprise-value financings
continues to have elevated levels of nonperforming assets

have under-performed. Over the past several years, the
and net charge-offs compared with the late 1990’s.

telecommunications sector has been adversely impacted by
Conditions within certain industries, including

excess capacity. As a result of credit workout initiatives, the
manufacturing and airline transportation sectors, continue

Company’s outstandings to this industry declined in 2003
to lag behind the growth in the broader economy. In

to only .7 percent of the commercial loan portfolio at
addition, certain segments within the agricultural industry

December 31, 2003. At December 31, 2003, the
have experienced deterioration since late 2002.

transportation sector represented 4.6 percent of the total
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commercial loan portfolio. Since 2001, the sector has been was primarily due to the Company’s decision to reduce its
impacted by reduced airline travel, slower economic activity exposure to these types of lending arrangements through
and changes in fuel prices. In general, the credit risk profile repayments, refinancing activities and loan sales. The sector
of the trucking, railroad and shipping segments have has also been reduced by charge-offs taken during the year.
improved from a year ago; however, the airline segment The Company’s portfolio of leveraged financings is included
continues to be sluggish. At year-end 2003, the Company’s in Table 7 and is diversified among industry groups similar
transportation portfolio consisted of airline and airfreight to the total commercial loan portfolio, except for higher
businesses (30.0 percent of the sector), trucking businesses concentrations in telecommunications and cable.
(48.4 percent of the sector) and the remainder in the The commercial real estate portfolio reflects the
railroad and shipping businesses (21.6 percent of the Company’s focus on serving business owners within its
sector). Capital goods represented 11.9 percent of the total footprint as well as regional investment-based real estate.
commercial portfolio at December 31, 2003. Included in Table 9 provides a summary of the significant property
this sector were approximately 34.0 percent of loans related types and geographic locations of commercial real estate
to building products while engineering and construction loans outstanding at December 31, 2003 and 2002. At
equipment and machinery businesses were 32.5 percent and December 31, 2003, approximately 29.5 percent of the
21.3 percent, respectively. During 2003, economic commercial real estate loan portfolio represented business
conditions improved and production levels increased owner-occupied properties that tend to exhibit credit risk
resulting in an improvement in the credit quality of the characteristics similar to the middle market commercial loan
capital goods sectors from a year ago. With respect to portfolio. Generally, the investment-based real estate
certain construction and building-related businesses, the mortgages are diversified among various property types with
recent changes in the interest rate environment may somewhat higher concentrations in multi-family, office and
somewhat hamper their future profitability. During 2003, retail properties. Additionally, the commercial real estate
segments of the agricultural industry experienced portfolio is diversified across the Company’s geographical
deterioration in credit quality due to depressed livestock markets with 92.8 percent of total commercial real estate
prices and excess production within the food processing loans outstanding at December 31, 2003, within the
businesses. At December 31, 2003, approximately 24-state banking region.
7.6 percent of the commercial loan portfolio was

Analysis of Nonperforming Assets Nonperforming assets
concentrated in the agricultural sector. Within the

represents a key indicator, among other considerations, of
agricultural sector, 37.9 percent of loans were to livestock

the potential for future credit losses. Nonperforming assets
producers, 30.9 percent to crop producers, 20.4 percent to

include nonaccrual loans, restructured loans not performing
food processors and 10.8 percent to wholesalers of

in accordance with modified terms and other real estate and
agricultural products. Wholesalers have been less affected

other nonperforming assets owned by the Company.
by commodity prices.

Interest payments collected from assets on nonaccrual status
Within its commercial lending business, the Company

are typically applied against the principal balance and not
also provides financing to enable customers to grow their

recorded as income. At December 31, 2003, total
businesses through acquisitions of existing businesses,

nonperforming assets were $1,148.1 million, compared with
buyouts or other recapitalizations. During a business cycle

$1,373.5 million at year-end 2002 and $1,120.0 million at
with slower economic growth, businesses with leveraged

year-end 2001. The ratio of total nonperforming assets to
capital structures may experience insufficient cash flows to

total loans and other real estate decreased to .97 percent at
service their debt. The Company manages leveraged

December 31, 2003, compared with 1.18 percent and
enterprise-value financings by maintaining well-defined

.98 percent at the end of 2002 and 2001, respectively.
underwriting standards, portfolio diversification and actively

The $225.4 million decrease in total nonperforming
managing the customer relationship. Regardless of these

assets in 2003 reflected a decrease of $204.9 million in
actions, leveraged enterprise-value financings often exhibit

nonperforming commercial and commercial real estate
stress during a recession or period of slow economic

loans, a decrease of $11.5 million in nonperforming
growth. Given this risk profile, the Company continued to

residential mortgages and a $.9 million decrease in
significantly de-emphasize and reduce the size of this

nonperforming retail loans. The decrease in nonperforming
portfolio during the past year. The Company actively

assets in 2003 was broad-based across most industry sectors
monitors the credit quality of these customers and develops

within the commercial loan portfolio including capital
action plans accordingly. Such leveraged enterprise-value

goods, consumer-related sectors, manufacturing,
financings approximated $1.8 billion in loans outstanding at

telecommunications, and certain segments of transportation.
December 31, 2003, compared with approximately

While airline travel has increased from a year ago, the
$2.9 billion outstanding at December 31, 2002. The decline
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industry continues to be economically stressed and has had general impact of economic conditions during the past two
difficulty improving cash flows from operations. Also, years. Given the Company’s ongoing efforts to reduce the
certain industries continue to experience financial stress. overall risk profile of the organization and the anticipation
Certain segments of livestock producers and food processors that the economy will continue to improve, nonperforming
within the agricultural sector continue to suffer from lower assets are expected to trend lower in 2004.
prices. Certain health care facilities providers continue to The $253.5 million increase in total nonperforming
experience operational stress leading to some deterioration assets in 2002 reflected an increase of $284.6 million in
in credit quality within that sector. Also, given the recent nonperforming commercial and commercial real estate
slowdown in refinancing activities and housing starts, the loans, and a $17.5 million increase in other nonperforming
mortgage banking and real estate development sectors may assets, partially offset by a decrease of $27.1 million in
experience increased credit risk. While nonperforming assets nonperforming residential mortgages and a $21.5 million
declined during 2003, the amount of nonperforming assets decrease in nonperforming retail loans. The increase in
is still at elevated levels relative to the 1990’s reflecting the

Nonperforming Assets (a)

At December 31, (Dollars in Millions) 2003 2002 2001 2000 1999

Commercial
Commercial ***************************** $ 623.5 $ 760.4 $ 526.6 $470.4 $219.0
Lease financing ************************* 113.3 166.7 180.8 70.5 31.5

Total commercial ********************* 736.8 927.1 707.4 540.9 250.5

Commercial real estate
Commercial mortgages******************* 177.6 174.6 131.3 105.5 138.2
Construction and development ************ 39.9 57.5 35.9 38.2 31.6

Total commercial real estate *********** 217.5 232.1 167.2 143.7 169.8

Residential mortgages******************* 40.5 52.0 79.1 56.9 72.8

Retail
Credit card****************************** — — — 8.8 5.0
Retail leasing *************************** .4 1.0 6.5 — .4
Other retail ***************************** 24.8 25.1 41.1 15.0 21.1

Total retail *************************** 25.2 26.1 47.6 23.8 26.5

Total nonperforming loans********** 1,020.0 1,237.3 1,001.3 765.3 519.6

Other real estate ************************ 72.6 59.5 43.8 61.1 40.0

Other assets ***************************** 55.5 76.7 74.9 40.6 28.9

Total nonperforming assets********* $1,148.1 $1,373.5 $1,120.0 $867.0 $588.5

Restructured loans accruing interest (b) ******* $ 18.0 $ 1.4 $ — $ — $ —
Accruing loans 90 days or more past due (c) *** $ 329.4 $ 426.4 $ 462.9 $385.2 $248.6
Nonperforming loans to total loans************ .86% 1.06% .88% .63% .46%
Nonperforming assets to total loans plus other

real estate ******************************* .97% 1.18% .98% .71% .52%
Net interest lost on nonperforming loans ****** $ 67.4 $ 65.4 $ 63.0 $ 50.8 $ 29.5

Changes in Nonperforming Assets
Commercial and Retail and

(Dollars in Millions) Commercial Real Estate Residential Mortgages(e) Total

Balance December 31, 2002 ****************************** $ 1,295.4 $ 78.1 $ 1,373.5
Additions to nonperforming assets

New nonaccrual loans and foreclosed properties *********** 1,303.5 41.4 1,344.9
Advances on loans ************************************* 58.9 — 58.9

Total additions ************************************** 1,362.4 41.4 1,403.8

Reductions in nonperforming assets
Paydowns, payoffs************************************** (501.1) (36.0) (537.1)
Net sales ********************************************** (288.8) — (288.8)
Return to performing status****************************** (118.7) (9.1) (127.8)
Charge-offs (d)***************************************** (666.8) (8.7) (675.5)

Total reductions ************************************* (1,575.4) (53.8) (1,629.2)
Net additions (reductions) to nonperforming assets ** (213.0) (12.4) (225.4)

Balance December 31, 2003 ****************************** $ 1,082.4 $ 65.7 $ 1,148.1

(a) Throughout this document, nonperforming assets and related ratios do not include accruing loans 90 days or more past due.
(b) Nonaccrual restructured loans are included in the respective nonperforming loan categories and excluded from restructured loans accruing interest.
(c) These loans are not included in nonperforming assets and continue to accrue interest because they are adequately secured by collateral and/or are in the process of collection

and are reasonably expected to result in repayment or restoration to current status.
(d) Charge-offs exclude actions for certain card products and loan sales that were not classified as nonperforming at the time the charge-off occurred.
(e) Residential mortgage information excludes changes related to residential mortgages serviced by others.
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Delinquent Loan Ratios as a Percent of Ending Loan Balances

At December 31,
90 days or more past due excluding nonperforming loans 2003 2002 2001 2000 1999

Commercial
Commercial ****************************** .06% .14% .14% .11% .05%
Lease financing*************************** .04 .10 .45 .02 —

Total commercial************************ .06 .14 .18 .10 .05

Commercial real estate
Commercial mortgages******************* .02 .03 .03 .07 .08
Construction and development ************ .03 .07 .02 .03 .05

Total commercial real estate *********** .02 .04 .02 .06 .07

Residential mortgages******************* .61 .90 .78 .62 .42

Retail
Credit card****************************** 1.68 2.09 2.18 1.70 1.23
Retail leasing *************************** .14 .19 .11 .20 .12
Other retail ***************************** .41 .54 .74 .62 .41

Total retail *************************** .56 .72 .90 .76 .53

Total loans *********************** .28% .37% .40% .31% .22%

At December 31,
90 days or more past due including nonperforming loans 2003 2002 2001 2000 1999

Commercial ********************************* 1.97% 2.35% 1.71% 1.13% .59%
Commercial real estate *********************** .82 .90 .68 .60 .74
Residential mortgages ************************ .91 1.44 1.79 1.23 .99
Retail *************************************** .62 .79 1.03 .83 .62

Total loans ******************************* 1.14% 1.43% 1.28% .94% .68%

nonperforming commercial and commercial real estate To monitor credit risk associated with retail loans, the
assets was principally due to the Company’s exposure to Company monitors delinquency ratios in the various stages
certain communications, cable, manufacturing and highly of collection including nonperforming status. The following
leveraged enterprise-value financings. Nonperforming loans table provides summary delinquency information for
in the capital goods sector also increased in 2002. residential mortgages and retail loans:

The Company had $58.5 million and $50.0 million of As a Percent
Amount of Loansrestructured loans as of December 31, 2003 and 2002, December 31

(Dollars in Millions) 2003 2002 2003 2002respectively. Commitments to lend additional funds under
Residential Mortgagesrestructured loans were $8.2 million and $1.7 million as of

30-89 days********* $102.9 $137.5 .76% 1.41%December 31, 2003 and 2002, respectively. Restructured
90 days or more **** 82.5 87.9 .61 .90loans performing under the restructured terms beyond a
Nonperforming ***** 40.5 52.0 .30 .53

specific timeframe are reported as accruing. Of the
Total ********** $225.9 $277.4 1.68% 2.85%Company’s total restructured loans at December 31, 2003,

Retail Loans$18.0 million were reported as accruing.
Credit CardAccruing loans 90 days or more past due totaled

30-89 days********* $150.9 $145.7 2.54% 2.57%$329.4 million at December 31, 2003, compared with
90 days or more **** 99.5 118.3 1.68 2.09

$426.4 million at December 31, 2002, and $462.9 million Nonperforming ***** — — — —
at December 31, 2001. These loans were not included in

Total ********** $250.4 $264.0 4.22% 4.66%
nonperforming assets and continue to accrue interest

Retail Leasing
because they are adequately secured by collateral, and/or 30-89 days********* $ 78.8 $ 89.7 1.31% 1.58%
are in the process of collection and are reasonably expected 90 days or more **** 8.2 10.7 .14 .19

to result in repayment or restoration to current status. The Nonperforming ***** .4 1.0 .01 .02

ratio of delinquent loans to total loans declined to Total ********** $ 87.4 $101.4 1.45% 1.78%

.28 percent at December 31, 2003, compared with .37 Other Retail
percent at December 31, 2002. Improving economic 30-89 days********* $311.9 $395.3 1.15% 1.50%

90 days or more **** 110.2 141.2 .41 .54conditions and the Company’s continued focus on credit
Nonperforming ***** 24.8 25.1 .09 .10process are the primary factors for the favorable change

Total ********** $446.9 $561.6 1.65% 2.13%from a year ago.
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The decline in residential mortgage delinquencies from the economy, net charge-offs are anticipated to trend lower
December 31, 2002, to December 31, 2003, reflected the in 2004.
general improvement in economic conditions, collection Commercial and commercial real estate loan net
efforts and the effect of portfolio growth on delinquency charge-offs for 2003 were $608.7 million (.89 percent of
ratios reported on a concurrent basis. The decline in retail average loans outstanding), compared with $679.9 million
loan delinquencies from a year ago, reflected improving (.98 percent of average loans outstanding) in 2002 and
economic conditions as well as ongoing collection efforts $884.6 million (1.16 percent of average loans outstanding)
and risk management actions taken by the Company over in 2001. While commercial and commercial real estate loan
the past three years. net charge-offs for 2003 continue at elevated levels

compared with the late 1990’s, improvement from 2002
Analysis of Loan Net Charge-Offs Total loan net charge-offs

was broad-based and extended across most industries
decreased $121.3 million to $1,251.7 million in 2003,

within the commercial portfolio. In addition, net charge-offs
compared with $1,373.0 million in 2002 and

related to the equipment-leasing portfolio declined to
$1,546.5 million in 2001. The ratio of total loan net

1.65 percent of average leases outstanding from
charge-offs to average loans was 1.06 percent in 2003,

2.67 percent in 2002. In 2002, higher levels of net charge-
compared with 1.20 percent in 2002 and 1.31 percent in

offs related to the leasing portfolio included airline and
2001. The improvement in net charge-offs in 2003 was due

other transportation related losses. The decrease in
to credit risk management initiatives taken by the Company

commercial and commercial real estate loan net charge-offs
during the past two years that have improved the credit risk

in 2002, when compared with 2001, was driven by credit
profile of the loan portfolio. These initiatives along with

actions taken in 2001. Commercial and commercial real
better economic conditions resulted in improving credit risk

estate loan net charge-offs in 2001 included approximately
classifications and lower levels of nonperforming assets. The

$312.2 million related to several factors including: a large
level of loan net charge-offs during 2002 reflected the

cattle fraud, collateral deterioration specific to
impact of soft economic conditions at that time and

transportation equipment caused by the impact of higher
weakness in the communications, transportation and

fuel prices and the weak economy, deterioration in the
manufacturing sectors, as well as the impact of the economy

manufacturing, communications and technology sectors and
on highly leveraged enterprise-value financings. The decline

specific management decisions to accelerate its workout
during 2002 reflected net charge-offs taken in 2001 related

strategy for certain borrowers. Also included in 2001
to several credit initiatives taken by management in that

commercial and commercial real estate loan net charge-offs
year. Due to the Company’s ongoing workout, collection

were $95 million in merger and restructuring-related
and risk management efforts and expected improvement in

Net Charge-offs as a Percent of Average Loans Outstanding
Year Ended December 31 2003 2002 2001 2000 1999

Commercial
Commercial ******************************************** 1.34% 1.29% 1.62% .56% .41%

Lease financing***************************************** 1.65 2.67 1.95 .46 .24

Total commercial ************************************ 1.38 1.46 1.66 .55 .40

Commercial real estate
Commercial mortgages ********************************** .14 .17 .21 .03 .02

Construction and development *************************** .16 .11 .17 .11 .03

Total commercial real estate ************************** .14 .15 .20 .05 .02

Residential mortgages ********************************** .23 .23 .15 .11 .11

Retail
Credit card ********************************************* 4.61 4.98 4.80 4.18 4.00

Retail leasing******************************************* .86 .72 .65 .41 .28

Home equity and second mortgages ********************** .70 .74 .85 * *

Other retail********************************************* 1.60 2.10 2.16 1.32 1.26

Total retail ****************************************** 1.61 1.85 1.94 1.69 1.63

Total loans (a)************************************ 1.06% 1.20% 1.31% .70% .61%

(a) In accordance with guidance provided in the Interagency Guidance on Certain Loans Held for Sale, loans held with the intent to sell are transferred to the Loans Held for Sale
category based on the lower of cost or fair value. At the time of transfer, the portion of the mark-to-market losses representing probable credit losses determined in accordance
with policies and methods utilized to determine the allowance for credit losses is included in net charge-offs. The remaining portion of the losses was reported separately as a
reduction of the allowance for credit losses under ‘‘Losses from loan sales/transfers.’’ Had the entire amount of the loss been reported as charge-offs, total net charge-offs would
have been $1,875.8 million (1.59 percent of average loans) for the year ended December 31, 2001.

* Information not available
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charge-offs to align risk management practices and net The following table provides an analysis of net charge-
charge-offs of $160 million associated with an accelerated offs as a percentage of average loans outstanding managed
loan workout strategy in the first quarter of 2001. by the consumer finance division, compared with traditional

Retail loan net charge-offs in 2003 were $616.1 million branch-related loans:
(1.61 percent of average loans outstanding), compared with Average Loan Percent of

Amount Average LoansYear Ended December 31$674.0 million (1.85 percent of average loans outstanding)
(Dollars in Millions) 2003 2002 2003 2002

in 2002 and $649.3 million (1.94 percent of average loans
Consumer finance (a)outstanding) in 2001. Lower levels of retail loan net charge-

Residential mortgages **** $ 3,499 $ 2,447 .44% .57%offs in 2003, compared with 2002, were primarily due to
Home equity and second

the implementation of uniform underwriting standards and
mortgages ************ 2,350 2,570 2.38 1.95

processes across the entire Company, improvement in Other retail ************** 360 237 4.76 3.90
ongoing collection efforts and changes in other risk

Traditional branch
management practices. The favorable change in credit card Residential mortgages **** $ 8,197 $ 5,965 .14% .09%
losses also reflected the impact of two portfolio sales in late Home equity and second

mortgages ************ 10,889 10,662 .34 .442002. The improvement in the retail loan net charge-offs in
Other retail ************** 13,270 12,010 1.52 2.072002, compared with 2001, principally reflected changes in

Total Companythe mix of the retail loan portfolio to auto loans and leases
Residential mortgages **** $11,696 $ 8,412 .23% .23%and home equity products, and improvement in ongoing
Home equity and secondcollection efforts as a result of the successful completion of

mortgages ************ 13,239 13,232 .70 .74
the integration efforts. Other retail ************** 13,630 12,247 1.60 2.10

The Company’s retail lending business utilizes several
(a) Consumer finance category included credit originated and managed by USBCF, as

distinct business processes and channels to originate retail well as home equity loans and second mortgages with a loan-to-value greater than
100 percent that were originated in the branches.credit including traditional branch credit, indirect lending

and a consumer finance division. Each distinct underwriting Analysis and Determination of the Allowance for Credit
and origination activity manages unique credit risk Losses The allowance for credit losses provides coverage
characteristics and prices its loan production commensurate for probable and estimable losses inherent in the Company’s
with the differing risk profiles. Within Consumer Banking, loan and lease portfolio. Management evaluates the
U.S. Bank Consumer Finance (‘‘USBCF’’), participates in all allowance each quarter to determine that it is adequate to
facets of the Company’s consumer lending activities. The cover inherent losses. The evaluation of each element and
consumer finance division specializes in serving channel- the overall allowance is based on a continuing assessment of
specific and alternative lending markets in residential problem loans and related off-balance sheet items, recent
mortgages, home equity and installment loan financing. The loss experience and other factors, including regulatory
consumer finance division manages loans originated through guidance and economic conditions.
a broker network, correspondent relationships and U.S. At December 31, 2003, the allowance for credit losses
Bank branch offices. Generally, loans managed by the was $2,368.6 million (2.00 percent of loans). This compares
Company’s consumer finance division exhibit higher credit with an allowance of $2,422.0 million (2.08 percent of
risk characteristics, but are priced commensurate with the loans) at December 31, 2002, and $2,457.3 million
differing risk profile. (2.15 percent of loans) at December 31, 2001. The ratio of

the allowance for credit losses to nonperforming loans was
232 percent at year-end 2003, compared with 196 percent
at year-end 2002 and 245 percent at year-end 2001. The
ratio of the allowance for credit losses to loan net charge-
offs was 189 percent at year-end 2003, compared with
176 percent at year-end 2002 and 159 percent at year-end
2001. Management determined that the allowance for credit
losses was adequate at December 31, 2003.

Several factors were taken into consideration in
evaluating the 2003 allowance for credit losses, including
improvements in the risk profile of the portfolios and loan
net charge-offs during the period, the lower level of
nonperforming assets, the decline in accruing loans 90 days
or more past due and the improvement in all delinquency
categories from December 31, 2002. Management also
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considered the uncertainty related to certain industry conditions and industry risk factors. The Company
sectors, including the airline transportation sector, the separately analyzes the carrying value of impaired loans to
extent of credit exposure to highly leveraged enterprise- determine whether the carrying value is less than or equal
value arrangements within the portfolio and the fact that to the appraised collateral value or the present value of
nonperforming assets remain at elevated levels despite recent expected cash flows. Based on this analysis, an allowance
improvements. Finally, the Company considered improving for credit losses may be specifically established for impaired
but somewhat mixed economic trends including improving loans. The allowance established for commercial and
corporate earnings, lagging unemployment rates, the level of commercial real estate loan portfolios, including impaired
bankruptcies and general economic indicators. commercial and commercial real estate loans, was

Management determines the allowance that is required $1,015.0 million at December 31, 2003, compared with
for specific loan categories based on relative risk $1,090.4 million and $1,428.6 million at December 31,
characteristics of the loan portfolio. Table 15 shows the 2002 and 2001, respectively. The decline in the allowance
amount of the allowance for credit losses by loan category. for commercial and commercial real estate loans of
The allowance recorded for commercial and commercial $75.4 million reflected improvement in the risk
real estate loans is based on a regular review of individual classifications of commercial and commercial real estate
credit relationships. The Company’s risk rating process is an portfolios, partially offset by higher loss severity rates from
integral component of the methodology utilized in the Company’s historical migration analysis.
determining the allowance for credit losses. An analysis of The allowance recorded for the residential mortgages
the migration of commercial and commercial real estate and retail loan portfolios is based on an analysis of product
loans and actual loss experience throughout the business mix, credit scoring and risk composition of the portfolio,
cycle is also conducted quarterly to assess reserves loss and bankruptcy experiences, economic conditions and
established for credits with similar risk characteristics. An historical and expected delinquency and charge-off statistics
allowance is established for pools of commercial and for each homogenous group of loans. Based on this
commercial real estate loans based on the risk ratings information and analysis, an allowance was established
assigned. The amount is supported by the results of the approximating a rolling twelve-month estimate of net
migration analysis that considers historical loss experience charge-offs. The allowance established for residential
by risk rating, as well as current and historical economic mortgages was $33.3 million at December 31, 2003,

Elements of the Allowance for Credit Losses (a)
Allowance Amount Allowance as a Percent of Loans

December 31 (Dollars in Millions) 2003 2002 2001 2000 1999 2003 2002 2001 2000 1999

Commercial
Commercial****************************** $ 696.1 $ 776.4 $1,068.1 $ 418.8 $ 408.3 2.08% 2.12% 2.64% .89% .97%

Lease financing ************************** 90.4 107.6 107.5 17.7 20.2 1.81 2.01 1.84 .31 .53

Total commercial ********************** 786.5 884.0 1,175.6 436.5 428.5 2.04 2.11 2.54 .83 .93

Commercial real estate
Commercial mortgages ******************* 169.7 152.9 176.6 42.7 110.4 .82 .75 .94 .22 .59

Construction and development ************* 58.8 53.5 76.4 17.7 22.5 .89 .82 1.16 .25 .35

Total commercial real estate ************ 228.5 206.4 253.0 60.4 132.9 .84 .77 1.00 .23 .53

Residential mortgages ******************* 33.3 34.2 21.9 11.6 18.6 .25 .35 .28 .12 .15

Retail
Credit card ****************************** 267.9 272.4 295.2 265.6 320.8 4.52 4.81 5.01 4.42 6.41

Retail leasing **************************** 47.1 44.0 38.7 27.2 18.6 .78 .77 .79 .65 .88

Home equity and second mortgages******** 100.5 114.7 88.6 107.7 * .76 .85 .72 .90 *

Other retail ****************************** 234.8 268.6 282.8 250.3 389.2 1.70 2.10 2.39 2.16 1.74

Total retail************************* 650.3 699.7 705.3 650.8 728.6 1.67 1.86 2.02 1.93 2.47

Total allocated allowance************ 1,698.6 1,824.3 2,155.8 1,159.3 1,308.6 1.43 1.57 1.89 .95 1.16

Available for other factors *********** 670.0 597.7 301.5 627.6 401.7 .57 .51 .26 .51 .35

Total allowance ****************************** $2,368.6 $2,422.0 $2,457.3 $1,786.9 $1,710.3 2.00% 2.08% 2.15% 1.46% 1.51%

(a) During 2001, the Company changed its methodology for determining the specific allowance for elements of the loan portfolio. Table 15 has been restated for 2000. Due to the
Company’s inability to gather historical loss data on a combined basis for 1999, the methodologies and amounts assigned to each element of the loan portfolio for that year has not
been conformed. Utilizing the prior methods, the total assigned to the allocated allowance for 2000 was $1,397.3 million and the allowance available for other factors portion was
$389.6 million.

* Information not available
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compared with $34.2 million and $21.9 million at rating categories, levels of nonperforming loans, and the
December 31, 2002 and 2001, respectively. The slight timing of charge-offs and recoveries. In 2001, management
decrease in the allowance for the residential mortgage conducted extensive reviews of its portfolios and enhanced
portfolio year-over-year was primarily due to lower its commercial migration methods to better differentiate and
expected loss severity resulting from the more uniform weight loss severity ratios by risk rating category to reflect
underwriting processes and standards associated with the the adverse impact of loss experienced in 2001. The
portfolio, partially offset by losses due to incremental $326.1 million decrease in the allowance for other factors
growth in the first lien home equity portfolio during 2003. in 2001 reflected the impact of that change in loss severity
The allowance established for retail loans was ratios, which led the Company to increase the allowance
$650.3 million at December 31, 2003, compared with established for commercial loans. In 2002, the Company
$699.7 million and $705.3 million at December 31, 2002 reduced the level of higher risk commercial credits and net
and 2001, respectively. The decline in the allowance for the charge-off ratios improved by 20 basis points from 2001.
retail portfolio in 2003 reflected improved credit quality As a result, loss severity rates determined through historical
and delinquency trends, partially offset by the impact of migration analysis had improved somewhat relative to
portfolio growth and unemployment rates that continue to 2001. This led the Company to reduce the level of the
lag other economic indicators. allowance specifically allocated to commercial loans;

Regardless of the extent of the Company’s analysis of however, nonperforming assets continued to remain at
customer performance, portfolio trends or risk management elevated levels, economic growth continued to be soft and
processes, certain inherent but undetected losses are the ability to further reduce higher risk credits had
probable within the loan portfolios. This is due to several diminished as refinancing opportunities had tightened.
factors, including inherent delays in obtaining information As such, volatility of loss rates remained higher relative to
regarding a customer’s financial condition or changes in prior periods and management increased the level of the
their unique business conditions, the judgmental nature of allowance for other factors. At December 31, 2003,
individual loan evaluations, collateral assessments and the quantifiable factors supporting the level of the allowance for
interpretation of economic trends. Volatility of economic or other factors included $23.3 million related to imprecision
customer-specific conditions affecting the identification and in risk ratings, $184.6 million for volatility of commercial
estimation of losses from larger non-homogeneous credits loss rates and $199.1 million for volatility of retail loss
and the sensitivity of assumptions utilized to establish forecasts. The remaining allowance for other factors of
allowances for homogeneous groups of loans, loan portfolio $263.0 million was related to uncertainty in the economy
concentrations, and other subjective considerations are from lagging unemployment rates, concentration risk,
among other factors. Because of the imprecision including risks associated with the sluggish airline industry
surrounding these factors, the Company estimates a range and highly leveraged enterprise-value credits, and other
of inherent losses based on statistical analyses and qualitative factors.
management judgment, and maintains an ‘‘allowance Although the Company determines the amount of each
available for other factors’’ that is not allocated to a specific element of the allowance separately and this process is an
loan category. The amount of the allowance available for important credit management tool, the entire allowance for
other factors was $670.0 million at December 31, 2003, credit losses is available for the entire loan portfolio. The
compared with $597.7 million at December 31, 2002, and actual amount of losses incurred can vary significantly from
$301.5 million at December 31, 2001. the recorded amounts. The Company’s methodology

Given the many subjective factors affecting the credit included several factors intended to minimize the differences
portfolio, changes in the allowance for other factors may in recorded and actual losses. These factors allowed the
not directly coincide with changes in the risk ratings of the Company to adjust its estimate of losses based on the most
credit portfolio reflected in the risk rating process. This is, recent information available. Refer to Note 1 of the Notes
in part, due to a lagging effect between changes in the to Consolidated Financial Statements for accounting policies
business cycle, the exposure and mix of loans within risk related to the allowance for credit losses.
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Summary of Allowance for Credit Losses
(Dollars in Millions) 2003 2002 2001 2000 1999

Balance at beginning of year **************************** $2,422.0 $2,457.3 $1,786.9 $1,710.3 $1,705.7

Charge-offs
Commercial

Commercial ************************************* 555.6 559.2 779.0 319.8 250.1
Lease financing********************************** 139.3 188.8 144.4 27.9 12.4

Total commercial ***************************** 694.9 748.0 923.4 347.7 262.5
Commercial real estate

Commercial mortgages *************************** 43.9 40.9 49.5 15.8 19.1
Construction and development ******************** 13.0 8.8 12.6 10.3 2.6

Total commercial real estate ******************* 56.9 49.7 62.1 26.1 21.7
Residential mortgages ******************************* 30.3 23.1 15.8 13.7 16.2
Retail

Credit card ************************************** 282.1 304.9 294.1 235.8 220.2
Retail leasing************************************ 57.0 45.2 34.2 14.8 6.2
Home equity and second mortgages *************** 105.0 107.9 112.7 * *
Other retail************************************** 267.9 311.9 329.1 379.5 376.0

Total retail *********************************** 712.0 769.9 770.1 630.1 602.4

Total charge-offs ************************** 1,494.1 1,590.7 1,771.4 1,017.6 902.8

Recoveries
Commercial

Commercial ************************************* 70.0 67.4 60.6 64.0 84.8
Lease financing********************************** 55.3 39.9 30.4 7.2 4.0

Total commercial ***************************** 125.3 107.3 91.0 71.2 88.8
Commercial real estate

Commercial mortgages *************************** 15.8 9.1 9.1 10.8 15.1
Construction and development ******************** 2.0 1.4 .8 2.6 1.0

Total commercial real estate ******************* 17.8 10.5 9.9 13.4 16.1
Residential mortgages ******************************* 3.4 4.0 3.2 1.3 1.4
Retail

Credit card ************************************** 27.3 24.6 23.4 27.5 34.6
Retail leasing************************************ 7.0 6.3 4.5 2.0 1.1
Home equity and second mortgages *************** 12.1 10.6 12.9 * *
Other retail************************************** 49.5 54.4 80.0 76.8 88.2

Total retail *********************************** 95.9 95.9 120.8 106.3 123.9

Total recoveries *************************** 242.4 217.7 224.9 192.2 230.2

Net Charge-offs
Commercial

Commercial ************************************* 485.6 491.8 718.4 255.8 165.3
Lease financing********************************** 84.0 148.9 114.0 20.7 8.4

Total commercial ***************************** 569.6 640.7 832.4 276.5 173.7
Commercial real estate

Commercial mortgages *************************** 28.1 31.8 40.4 5.0 4.0
Construction and development ******************** 11.0 7.4 11.8 7.7 1.6

Total commercial real estate ******************* 39.1 39.2 52.2 12.7 5.6
Residential mortgages ******************************* 26.9 19.1 12.6 12.4 14.8
Retail

Credit card ************************************** 254.8 280.3 270.7 208.3 185.6
Retail leasing************************************ 50.0 38.9 29.7 12.8 5.1
Home equity and second mortgages *************** 92.9 97.3 99.8 * *
Other retail************************************** 218.4 257.5 249.1 302.7 287.8

Total retail *********************************** 616.1 674.0 649.3 523.8 478.5

Total net charge-offs *********************** 1,251.7 1,373.0 1,546.5 825.4 672.6

Provision for credit losses ******************************* 1,254.0 1,349.0 2,528.8 828.0 646.0
Losses from loan sales/transfers (a) ********************** — — (329.3) — —
Acquisitions and other changes ************************** (55.7) (11.3) 17.4 74.0 31.2

Balance at end of year********************************** $2,368.6 $2,422.0 $2,457.3 $1,786.9 $1,710.3

Allowance as a percent of
Period-end loans************************************ 2.00% 2.08% 2.15% 1.46% 1.51%
Nonperforming loans ******************************** 232 196 245 233 329
Nonperforming assets ******************************* 206 176 219 206 291
Net charge-offs (a) ********************************** 189 176 159 216 254

(a) In accordance with guidance provided in the Interagency Guidance on Certain Loans Held for Sale, loans held with the intent to sell are transferred to the Loans Held for Sale category based
on the lower of cost or fair value. At the time of the transfer, the portion of the mark-to-market losses representing probable credit losses determined in accordance with policies and methods
utilized to determine the allowance for credit losses is included in net charge-offs. The remaining portion of the losses was reported separately as a reduction of the allowance for credit losses
under ‘‘Losses from loan sales/transfers.’’ Had the entire amount of the loss been reported as charge-offs, total net charge-offs would have been $1,875.8 million for the year ended 2001.
Additionally, the allowance as a percent of net charge-offs would have been 131 percent for the year ended December 31, 2001.

* Information not available
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Residual Risk Management The Company manages its risk leasing business. However, zero percent financing offered
to changes in the value of lease residual assets through with rebates continued to exert pressure on used car
disciplined residual valuation setting at the inception of a pricing. Another factor impacting the used vehicle market
lease, diversification of its leased assets, regular asset has been the deflation in new vehicle prices. This trend has
valuation reviews and monitoring of residual value gains or been driven by surplus automobile manufacturing capacity
losses upon the disposition of assets. Commercial lease and related production and highly competitive sales
originations are subject to the same well-defined programs. Economic factors are expected to moderate new
underwriting standards referred to in the ‘‘Credit Risk car production. Production levels have continued to decline
Management’’ section which includes an evaluation of the from record levels in 2000. Also, many Internet marketers
residual risk. Retail lease residual risk is mitigated further failed or transformed into distribution channels of dealers
by originating longer-term vehicle leases and effective end- rather than direct competitors. These trends are expected to
of-term marketing of off-lease vehicles. Also, to reduce the abate the deflationary pricing pressures of the past few
financial risk of potential changes in vehicle residual values, years. Another factor that has slowed the decline in residual
the Company maintains residual value insurance. The values is the growth of ‘‘certified’’ used car programs.
catastrophic insurance maintained by the Company provides Certified cars are low mileage, newer model vehicles that
for the potential recovery of losses on individual vehicle have been inspected, reconditioned, and usually have a
sales in an amount equal to the difference between: (a) 105 warranty program. The Company’s exposure to declining
percent or 110 percent of the average wholesale auction valuation should benefit from certified car programs that
price for the vehicle at the time of sale and (b) the vehicle receive premium pricing from dealers at auction. Given the
residual value specified by the Automotive Lease Guide (an current economic environment, it is difficult to assess the
authoritative industry source) at the inception of the lease. timing and degree of changes in residual values that may
The potential recovery is calculated for each individual impact financial results over the next several quarters.
vehicle sold in a particular policy year and is reduced by At December 31, 2003, the commercial leasing
any gains realized on vehicles sold during the same period. portfolio had $816 million of residuals, compared with
The Company will receive claim proceeds if, in the $896 million at December 31, 2002. At year-end 2003,
aggregate, there is a net loss for such period. To reduce the lease residuals related to trucks and other transportation
risk associated with collecting insurance claims, the equipment were 32 percent of the total residual portfolio.
Company monitors the financial viability of the insurance Railcars represented 16 percent of the aggregate portfolio,
carrier based on insurance industry ratings and available while aircraft and business and office equipment were
financial information. 15 percent and 11 percent, respectively. No other significant

Included in the retail leasing portfolio was concentrations of more than 10 percent existed at
approximately $3.3 billion of retail leasing residuals at December 31, 2003. In 2003, reduced airline travel and
December 31, 2003, compared with $3.2 billion at higher fuel costs adversely impacted aircraft and
December 31, 2002. The Company monitors concentrations transportation equipment lease residual values.
of leases by manufacturer and vehicle ‘‘make and model.’’

Operational Risk Management Operational risk represents
At year-end 2003, no vehicle-type concentration exceeded

the risk of loss resulting from the Company’s operations,
six percent of the aggregate portfolio. Because retail residual

including, but not limited to, the risk of fraud by employees
valuations tend to be less volatile for longer-term leases,

or persons outside the Company, the execution of
relative to the estimated residual at inception of the lease,

unauthorized transactions by employees, errors relating to
the Company actively manages lease origination production

transaction processing and technology, breaches of the
to achieve a longer-term portfolio. At December 31, 2003,

internal control system and compliance requirements and
the weighted-average origination term of the portfolio was

business continuation and disaster recovery. This risk of
53 months. Since 1998, the used vehicle market has

loss also includes the potential legal actions that could arise
experienced pricing stress. Several factors have contributed

as a result of an operational deficiency or as a result of
to this business cycle. Aggressive leasing programs by

noncompliance with applicable regulatory standards,
automobile manufacturers and competitors within the

adverse business decisions or their implementation, and
banking industry included a marketing focus on monthly

customer attrition due to potential negative publicity.
lease payments, enhanced residuals at lease inception,

The Company operates in many different businesses in
shorter-term leases and low mileage leases. These practices

diverse markets and relies on the ability of its employees
have created a cyclical oversupply of certain off-lease

and systems to process a high number of transactions.
vehicles causing significant declines in used vehicle prices.

Operational risk is inherent in all business activities, and the
Automobile manufacturers and others have retreated

management of this risk is important to the achievement of
somewhat from these marketing programs or exited the
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the Company’s objectives. In the event of a breakdown in While the Company believes that it has designed
the internal control system, improper operation of systems effective methods to minimize operational risks, there is no
or improper employees’ actions, the Company could suffer absolute assurance that business disruption or operational
financial loss, face regulatory action and suffer damage to losses would not occur in the event of a disaster. On an
its reputation. ongoing basis, management makes process changes and

The Company manages operational risk through a risk investments to enhance its systems of internal controls and
management framework and its internal control processes. business continuity and disaster recovery plans.
The framework involves the business lines, corporate risk

Interest Rate Risk Management In the banking industry, a
management personnel and executive management. Under

significant risk exists related to changes in interest rates. To
this framework, business lines have direct and primary

minimize the volatility of net interest income and of the
responsibility and accountability for identifying, controlling,

market value of assets and liabilities, the Company manages
and monitoring operational risk. Clear structures and

its exposure to changes in interest rates through asset and
processes with defined responsibilities are in place. Business

liability management activities within guidelines established
managers maintain a system of controls with the objective

by its Asset Liability Policy Committee (‘‘ALPC’’) and
of providing proper transaction authorization and

approved by the Board of Directors. ALPC has the
execution, proper system operations, safeguarding of assets

responsibility for approving and ensuring compliance with
from misuse or theft, and ensuring the reliability of financial

ALPC management policies, including interest rate risk
and other data. Business managers ensure that the controls

exposure. The Company uses Net Interest Income
are appropriate and are implemented as designed.

Simulation Analysis and Market Value of Equity Modeling
Each business line within the Company has designated

for measuring and analyzing consolidated interest rate risk.
risk managers. These risk managers are responsible, among

Net Interest Income Simulation Analysis One of theother things, for coordinating the completion of ongoing
primary tools used to measure interest rate risk and therisk assessments and ensuring that operational risk
effect of interest rate changes on rate sensitive income andmanagement is integrated into business decision-making
net interest income is simulation analysis. The monthlyactivities. Business continuation and disaster recovery
analysis incorporates substantially all of the Company’splanning is also critical to effectively manage operational
assets and liabilities and off-balance sheet instruments,risks. Each business unit of the Company is required to
together with forecasted changes in the balance sheet anddevelop, maintain and test these plans at least annually to
assumptions that reflect the current interest rateensure that recovery activities, if needed, can support
environment. Through these simulations, managementmission critical functions including technology, networks
estimates the impact on interest rate sensitive income of aand data centers supporting customer applications and
300 basis point upward or downward gradual change ofbusiness operations. The Company’s internal audit function
market interest rates over a one-year period. Thevalidates the system of internal controls through risk-based,
simulations also estimate the effect of immediate andregular and ongoing audit procedures and reports on the
sustained parallel shifts in the yield curve of 50 basis pointseffectiveness of internal controls to executive management
as well as the effect of immediate and sustained flatteningand the Audit Committee of the Board of Directors.
or steepening of the yield curve. These simulations includeCustomer-related business conditions may also increase
assumptions about how the balance sheet is likely to beoperational risk or the level of operational losses in certain
affected by changes in loan and deposit growth.transaction processing business units, including merchant
Assumptions are made to project interest rates for newprocessing activities. Ongoing risk monitoring of customer
loans and deposits based on historical analysis,activities and their financial condition and operational
management’s outlook and repricing strategies. Theseprocesses serve to mitigate customer-related operational
assumptions are validated on a periodic basis. A sensitivityrisk. Refer to Note 23 of the Notes to Consolidated
analysis is provided for key variables of the simulation. TheFinancial Statements for further discussion on merchant
results are reviewed by ALPC monthly and are used toprocessing.

Sensitivity of Net Interest Income and Rate Sensitive Income:
December 31, 2003 December 31, 2002

Down 50 Up 50 Down 300 Up 300 Down 50 Up 50 Down 300 Up 300
Immediate Immediate Gradual Gradual Immediate Immediate Gradual Gradual

Net interest income ************** 1.30% .19% *% (.02)% .08% (.34)% *% (1.91)%

Rate sensitive income ************ .74% .01% *% (.54)% .20% (.55)% *% (2.57)%

* Given the current level of interest rates, a downward 300 basis point scenario can not be computed.
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guide hedging strategies. ALPC policy guidelines limit the prepayment risk (‘‘asset and liability management
estimated change in interest rate sensitive income to positions’’) and to accommodate the business requirements
5.0 percent of forecasted interest rate sensitive income over of its customers (‘‘customer-related positions’’). To manage
the succeeding 12 months. its interest rate risk, the Company may enter into interest

The table on page 45 summarizes the interest rate risk rate swap agreements and interest rate options such as caps
of net interest income and rate sensitive income based on and floors. Interest rate swaps involve the exchange of
forecasts over the succeeding 12 months. At December 31, fixed-rate and variable-rate payments without the exchange
2003, the Company’s overall interest rate risk position was of the underlying notional amount on which the interest
substantively neutral to changes in interest rates. The payments are calculated. Interest rate caps protect against
Company manages its interest rate risk position by holding rising interest rates while interest rate floors protect against
assets on the balance sheet with desired interest rate risk declining interest rates. In connection with its mortgage
characteristics, implementing certain pricing strategies for banking operations, the Company enters into forward
loans and deposits and through the selection of derivatives commitments to sell mortgage loans related to fixed-rate
and various funding and investment portfolio strategies. The mortgage loans held for sale and fixed-rate mortgage loan
Company plans to continue to manage the overall interest commitments. The Company also acts as a seller and buyer
rate risk profile within policy limits and towards a neutral of interest rate contracts and foreign exchange rate
position. At December 31, 2003 and 2002, the Company contracts on behalf of customers. The Company minimizes
was within its policy guidelines. its market and liquidity risks by taking similar offsetting

positions.
Market Value of Equity Modeling The Company also utilizes

All interest rate derivatives that qualify for hedge
the market value of equity as a measurement tool in

accounting are recorded at fair value as other assets or
managing interest rate sensitivity. The market value of

liabilities on the balance sheet and are designated as either
equity measures the degree to which the market values of

‘‘fair value’’ or ‘‘cash flow’’ hedges. The Company performs
the Company’s assets and liabilities and off-balance sheet

an assessment, both at inception and quarterly thereafter,
instruments will change given a change in interest rates.

when required, to determine whether these derivatives are
ALPC guidelines limit the change in market value of equity

highly effective in offsetting changes in the value of the
in a 200 basis point parallel rate shock to 15 percent of the

hedged items. Hedge ineffectiveness for both cash flow and
market value of equity assuming interest rates at

fair value hedges is immediately recorded in noninterest
December 31, 2003. Given the low level of current interest

income. Changes in the fair value of derivatives designated
rates, the down 200 basis point scenario cannot be

as fair value hedges, and changes in the fair value of the
computed. The up 200 basis point scenario resulted in a

hedged items, are recorded in earnings. Changes in the fair
3.1 percent decrease in the market value of equity at

value of derivatives designated as cash flow hedges are
December 31, 2003, compared with a 2.5 percent decrease

recorded in other comprehensive income until income from
at December 31, 2002. ALPC reviews other down rate

the cash flows of the hedged items is realized. Customer-
scenarios to evaluate the impact of falling interest rates. The

related interest rate swaps, foreign exchange rate contracts,
down 100 basis point scenario resulted in a 1.3 percent

and all other derivative contracts that do not qualify for
increase at December 31, 2003, and a 1.0 percent decrease

hedge accounting are recorded at fair value and resulting
at December 31, 2002. At December 31, 2003 and 2002,

gains or losses are recorded in trading account gains or
the Company was within its policy guidelines.

losses or mortgage banking revenue.
The valuation analysis is dependent upon certain key

By their nature, derivative instruments are subject to
assumptions about the nature of indeterminate maturity of

market risk. The Company does not utilize derivative
assets and liabilities. Management estimates the average life

instruments for speculative purposes. Of the Company’s
and rate characteristics of asset and liability accounts based

$31.8 billion of total notional amount of asset and liability
upon historical analysis and management’s expectation of

management derivative positions at December 31, 2003,
rate behavior. These assumptions are validated on a

$29.8 billion was designated as either fair value or cash
periodic basis. A sensitivity analysis of key variables of the

flow hedges. The cash flow hedge positions are interest rate
valuation analysis is provided to the ALPC monthly and is

swaps that hedge the forecasted cash flows from the
used to guide hedging strategies. The results of the

underlying variable-rate LIBOR loans and floating-rate debt.
valuation analysis as of December 31, 2003, were well

The fair value hedges are primarily interest rate contracts
within policy guidelines.

that hedge the change in fair value related to interest rate
Use of Derivatives to Manage Interest Rate Risk In the changes of underlying fixed-rate debt, trust preferred
ordinary course of business, the Company enters into securities and deposit obligations. In addition, the Company
derivative transactions to manage its interest rate and uses forward commitments to sell residential mortgage loans
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to hedge its interest rate risk related to residential mortgage Derivative instruments are also subject to credit risk
loans held for sale. The Company commits to sell the loans associated with counterparties to the derivative contracts.
at specified prices in a future period, typically within Credit risk associated with derivatives is measured based on
90 days. The Company is exposed to interest rate risk the replacement cost should the counterparties with
during the period between issuing a loan commitment and contracts in a gain position to the Company fail to perform
the sale of the loan into the secondary market. Related to under the terms of the contract. The Company manages this
its mortgage banking operations, the Company held risk through diversification of its derivative positions among
$1.0 billion of forward commitments to sell mortgage loans various counterparties, requiring collateral agreements with
and $1.0 billion of unfunded mortgage loan commitments credit-rating thresholds, entering into master netting
that were derivatives in accordance with the provisions of agreements in certain cases and entering into interest rate
the Statement of Financial Accounting Standards No. 133, swap risk participation agreements. These agreements are
‘‘Accounting for Derivative Instruments and Hedge credit derivatives that transfer the credit risk related to
Activities.’’ The unfunded mortgage loan commitments are interest rate swaps from the Company to an unaffiliated
reported at fair value as options in Table 17. third-party. The Company also provides credit protection to

Derivative Positions
Asset and Liability Management Positions

Weighted-
Average

Maturing
Remaining

December 31, 2003 Fair Maturity
(Dollars in Millions) 2004 2005 2006 2007 2008 Thereafter Total Value In Years

Interest rate contracts
Receive fixed/pay floating swaps

Notional amount********************* $13,073 $ — $ 500 $1,720 $3,750 $4,150 $23,193 $ 691 4.17
Weighted-average

Receive rate********************* 4.22% — 2.37% 3.96% 3.90% 6.60% 4.54%
Pay rate************************* 1.19 — 1.17 1.20 1.16 1.67 1.27

Pay fixed/receive floating swaps
Notional amount********************* $ 2,700 $2,390 $ 250 $ — $ — $ — $ 5,340 $ (60) 1.25
Weighted-average

Receive rate********************* 1.13% 1.17% 1.19% — — — 1.15%
Pay rate************************* 3.15 2.56 2.73 — — — 2.86

Futures and forwards ******************* $ 2,229 $ — $ — $ — $ — $ — $ 2,229 $ — .16
Options

Written ***************************** 995 — 20 — — — 1,015 1 .21

Equity contracts ************************ $ — $ 3 $ — $ — $ — $ — $ 3 $ — 1.92

Customer-related Positions
Weighted-

Average
Maturing

Remaining
December 31, 2003 Fair Maturity
(Dollars in Millions) 2004 2005 2006 2007 2008 Thereafter Total Value in Years

Interest rate contracts
Receive fixed/pay floating swaps

Notional amount********************* $ 615 $ 871 $1,195 $ 628 $1,083 $1,434 $ 5,826 $ 155 4.50
Pay fixed/receive floating swaps

Notional amount********************* 615 871 1,195 628 1,083 1,434 5,826 (124) 4.50
Basis swaps *************************** 1 — — — — — 1 — .67
Options

Purchased************************** 30 40 42 62 161 42 377 9 3.75
Written ***************************** 30 40 42 62 161 42 377 (9) 3.75

Risk participation agreements
Purchased************************** 15 62 1 3 11 35 127 — 7.08
Written ***************************** — 17 22 — 25 — 64 — 3.14

Foreign exchange rate contracts
Swaps and forwards

Buy ******************************** $ 1,868 $ 104 $ — $ — $ — $ — $ 1,972 $ 95 .55
Sell ******************************** 1,902 106 — — — — 2,008 (93) .55

Options
Purchased************************** 20 — — — — — 20 — .29
Written ***************************** 20 — — — — — 20 — .29
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third-parties with risk participation agreements, for a fee, as analysis, was $1.5 million at December 31, 2003, and
part of a loan syndication transaction. $8.8 million at December 31, 2002.

At December 31, 2003, the Company had
Liquidity Risk Management ALPC establishes policies, as

$174.9 million in accumulated other comprehensive income
well as analyzes and manages liquidity, to ensure that

related to unrealized gains on derivatives classified as cash
adequate funds are available to meet normal operating

flow hedges. The unrealized gains will be reflected in
requirements in addition to unexpected customer demands

earnings when the related cash flows or hedged transactions
for funds, such as high levels of deposit withdrawals or

occur and will offset the related performance of the hedged
loan demand, in a timely and cost-effective manner. The

items. The estimated amount of gain to be reclassified from
most important factor in the preservation of liquidity is

accumulated other comprehensive income into earnings
maintaining public confidence that facilitates the retention

during the next 12 months is $53.1 million.
and growth of a large, stable supply of core deposits and

Gains or losses on customer-related derivative positions
wholesale funds. Ultimately, public confidence is generated

were not material in 2003. The change in fair value of
through profitable operations, sound credit quality and a

forward commitments attributed to hedge ineffectiveness
strong capital position. The Company’s performance in

recorded in noninterest income was a decrease of
these areas has enabled it to develop a large and reliable

$6.8 million in 2003. The change in the fair value of all
base of core funding within its market areas and in

other asset and liability management derivative positions
domestic and global capital markets. Liquidity management

attributed to hedge ineffectiveness was not material in 2003.
is viewed from long-term and short-term perspectives, as

Table 17 summarizes information on the Company’s
well as from an asset and liability perspective. Management

derivative positions at December 31, 2003. Refer to Notes 1
monitors liquidity through a regular review of maturity

and 21 of the Notes to Consolidated Financial Statements
profiles, funding sources, and loan and deposit forecasts to

for significant accounting policies and additional
minimize funding risk.

information regarding the Company’s use of derivatives.
The Company maintains strategic liquidity and

Market Risk Management In addition to interest rate risk, contingency plans that are subject to the availability of asset
the Company is exposed to other forms of market risk as a liquidity in the balance sheet. Monthly, ALPC reviews the
consequence of conducting normal trading activities. Company’s ability to meet funding requirements due to
Business activities that contribute to market risk include, adverse business events. These funding needs are then
among other things, proprietary trading and foreign matched with specific asset-based sources to ensure
exchange positions. Value at Risk (‘‘VaR’’) is a key measure sufficient funds are available. Also, strategic liquidity
of market risk for the Company. Theoretically, VaR policies require diversification of wholesale funding sources
represents the maximum amount that the Company has to avoid concentrations in any one market source.
placed at risk of loss, with a ninety-ninth percentile degree Subsidiary banks are members of various Federal Home
of confidence, to adverse market movements in the course Loan Banks (‘‘FHLB’’) that provide a source of funding
of its risk taking activities. through FHLB advances. The Company maintains a Grand

VaR modeling of trading activities is subject to certain Cayman branch for issuing eurodollar time deposits. The
limitations. Additionally, it should be recognized that there Company also establishes relationships with dealers to issue
are assumptions and estimates associated with VaR national market retail and institutional savings certificates
modeling and actual results could differ from those and short- and medium-term bank notes. Also, the
assumptions and estimates. The Company mitigates these Company’s subsidiary banks have significant correspondent
uncertainties through regular monitoring of trading banking networks and corporate accounts. Accordingly, it
activities by management and other risk management has access to national fed funds, funding through
practices, including stop-loss and position limits related to repurchase agreements and sources of more stable,
its trading activities. Stress-test models are used to provide regionally based certificates of deposit.
management with perspectives on market events that VaR The Company’s ability to raise negotiated funding at
models do not capture. competitive prices is influenced by rating agencies’ views of

The Company establishes market risk limits, subject to the Company’s credit quality, liquidity, capital and
approval by the Company’s Board of Directors. The earnings. The debt ratings noted in Table 18 reflect the
Company’s VaR limit was $40 million at December 31, rating agencies’ recognition of the strong, consistent
2003 and 2002. The market valuation risk inherent in its financial performance of the Company and the quality of
customer-based derivative trading, mortgage banking the balance sheet. At December 31, 2003, the credit ratings
pipeline and foreign exchange, as estimated by the VaR outlook for the Company was considered ‘‘Positive’’ by
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Debt Ratings
Standard &

At December 31, 2003 Moody’s Poors Fitch

U.S. Bancorp
Short-term borrowings *************************************************************** F1

Senior debt and medium-term notes ************************************************** Aa3 A+ A+

Subordinated debt******************************************************************* A1 A A

Preferred stock ********************************************************************* A2 A– A

Commercial paper******************************************************************* P–1 A–1 F1

U.S. Bank National Association
Short-term time deposits ************************************************************* P–1 A–1+ F1+

Long-term time deposits ************************************************************* Aa2 AA– AA–

Bank notes ************************************************************************* Aa2/P–1 AA–/A–1+ A+/F1+

Subordinated debt******************************************************************* Aa3 A+ A

both Moody’s Investors Services and Fitch and ‘‘Stable’’ by Refer to Table 19 for further information on significant
contractual obligations at December 31, 2003.Standard & Poors.

The parent company’s routine funding requirements
Off-Balance Sheet Arrangements Off-balance sheet

consist primarily of operating expenses, dividends to arrangements include any contractual arrangement to which
shareholders, debt service, repurchases of common stock an unconsolidated entity is a party, under which the
and funds used for acquisitions. The parent company Company has an obligation to provide credit or liquidity
obtains funding to meet its obligations from dividends enhancements or market risk support. Off-balance sheet
collected from its subsidiaries and the issuance of debt arrangements include certain defined guarantees, asset
securities. On April 1, 2003, USB Capital II, a subsidiary of securitization trusts and conduits. Off-balance sheet
U.S. Bancorp, redeemed 100 percent, or $350 million, of its arrangements also include any obligation under a variable
7.20 percent Trust Preferred Securities. interest held by an unconsolidated entity that provides

At December 31, 2003, parent company long-term debt
financing, liquidity or credit enhancement or market risk

outstanding was $5.2 billion, compared with $5.7 billion at
support to the Company.December 31, 2002. The change in long-term debt during

In the ordinary course of business, the Company enters2003 was driven by medium-term note maturities of
into an array of commitments to extend credit, letters of$1.3 billion and $.3 billion of parent company subordinated
credit, lease commitments and various forms of guaranteesdebt maturities, partially offset by the issuance of
that may be considered off-balance sheet arrangements. The$1.2 billion of fixed-rate medium-term notes. Total parent
nature and extent of these arrangements is provided incompany debt scheduled to mature in 2004 is $888 million.
Note 23 of the Notes to Consolidated Financial Statements.These debt obligations may be met through medium-term

Asset securitization and conduits represent a source ofnote issuances and dividends from subsidiaries, as well as
funding for the Company through off-balance sheetfrom parent company cash and cash equivalents. Federal
structures. Credit, liquidity, operational and legal structuralbanking laws regulate the amount of dividends that may be
risks exist due to the nature and complexity of assetpaid by banking subsidiaries without prior approval. The
securitizations and other off-balance sheet structures. ALPCamount of dividends available to the parent company from
regularly monitors the performance of each off-balanceits banking subsidiaries was approximately $828.5 million
sheet structure in an effort to minimize these risks andat December 31, 2003. For further information, see
ensure compliance with the requirements of the structures.Note 24 of the Notes to Consolidated Financial Statements.

Contractual Obligations
Payments Due By Period

Over One Over Three
One Year Through Through Over Five

(Dollars in Millions) or Less Three Years Five Years Years Total

Contractual Obligations
Long-term debt (a)************ $9,989 $10,932 $5,876 $4,418 $31,215

Trust preferred securities (a) *** — — — 2,601 2,601

Capital leases**************** 9 15 13 38 75

Operating leases ************* 182 308 242 516 1,248

Purchase obligations********** 166 227 36 4 433

Benefit obligations (b) ********* 47 101 109 308 565

(a) In the banking industry, interest-bearing obligations are principally utilized to fund interest-bearing assets. As such, interest charges on related contractual obligations were
excluded from reported amounts as the potential cash outflows would have corresponding cash inflows from interest-bearing assets.

(b) Amounts only include obligations related to the unfunded non-qualified pension plan and post-retirement medical plans.

U.S. Bancorp 49

Table 18

Table 19



The Company utilizes its credit risk management systems to The unsecured small business credit securitization held
evaluate the credit quality of underlying assets and regularly average assets of $571.4 million in 2003 and $700.6 million
forecasts cash flows to evaluate any potential impairment of in 2002.
retained interests. Also, regulatory guidelines require During 2003, the Company undertook several actions
consideration of asset securitizations in the determination of with respect to off-balance sheet structures. In January of
risk-based capital ratios. The Company does not rely 2003, the Company exercised a cleanup call option on an
significantly on off-balance sheet arrangements for liquidity

indirect automobile loan securitization, with the remaining
or capital resources.

assets from the securitization recorded on the Company’s
The Company sponsors an off-balance sheet conduit to

balance sheet at fair value. The indirect automobile
which it transferred high-grade investment securities, funded

securitization held $156.1 million in assets at December 31,
by the issuance of commercial paper. The conduit held assets

2002.
of $7.3 billion at December 31, 2003, and $9.5 billion at

In June 2003, the Company terminated its involvement
December 31, 2002. These investment securities include

with an operating lease arrangement involving third-party
primarily (i) private label asset-backed securities, which are

lessors that acquired certain business assets, including real
insurance ‘‘wrapped’’ by AAA/Aaa-rated monoline insurance

estate, through leveraged financing structures commonly
companies and (ii) government agency mortgage-backed

referred to as ‘‘synthetic leases.’’ All assets previously leased
securities and collateralized mortgage obligations. The conduit

through the synthetic lease structures were acquired and
had commercial paper liabilities of $7.3 billion at

recorded by the Company at fair value. The termination of
December 31, 2003, and $9.5 billion at December 31, 2002.

the synthetic lease structures did not have a material impact
The Company provides a liquidity facility to the

on the Company’s financial statements.
conduit. Utilization of the liquidity facility would be

During the third quarter of 2003, the Company elected
triggered by the conduit’s inability to issue commercial

not to reissue more than 90 percent of the commercial
paper to fund its assets. The recorded fair value of the

paper funding of Stellar Funding Group, Inc., the
Company’s liability for the liquidity facility included in

commercial loan conduit. This action caused the conduit to
other liabilities was $47.3 million at December 31, 2003,

lose its status as a ‘‘qualifying special purpose entity’’ as
and $37.7 million at December 31, 2002. Changes in fair

defined below. As a result, the Company recorded all of
value of these liabilities are recorded in the income

Stellar’s assets and liabilities at fair value and the results of
statement as other noninterest income or expense. In

operations in the consolidated financial statements of the
addition, the Company recorded at fair value its retained

Company. Given the floating rate nature and high credit
residual interest in the investment securities conduit of

quality of the assets within the conduit, the impact to the
$89.5 million at December 31, 2003, and $93.4 million at

Company’s financial statements was not significant. In the
December 31, 2002.

third quarter of 2003, average commercial loan balances
The Company also has an asset-backed securitization

increased by approximately $2 billion and the resulting
to fund an unsecured small business credit product. The

increase in net interest income was offset by a similar
unsecured small business credit securitization trust held

decline in conduit fee income within commercial products
assets of $497.5 million at December 31, 2003, of which

revenue. Prior to December 31, 2003, the remaining
the Company retained $112.4 million of subordinated

commercial paper borrowings held by third-party investors
securities, transferor’s interests of $12.4 million and a

matured and the conduit was legally dissolved.
residual interest-only strip of $34.4 million. This compared

In January 2003, the Financial Accounting Standards
with $652.4 million in assets at December 31, 2002, of

Board issued Interpretation No. 46 (‘‘FIN 46’’),
which the Company retained $150.1 million of

‘‘Consolidation of Variable Interest Entities’’ (‘‘VIEs’’), an
subordinated securities, transferor’s interests of

interpretation of Accounting Research Bulletin No. 51,
$16.3 million and a residual interest-only strip of

‘‘Consolidated Financial Statements,’’ to improve financial
$53.3 million. The securitization trust issued asset-backed

reporting of special purpose and other entities. The
variable funding notes in various tranches. The Company

interpretation requires the consolidation of entities in which
provides credit enhancement in the form of subordinated

an enterprise absorbs a majority of the entity’s expected
securities and reserve accounts. The Company’s risk,

losses, receives a majority of the entity’s expected residual
primarily from losses in the underlying assets, was

returns, or both, as a result of ownership, contractual or
considered in determining the fair value of the Company’s

other financial interests in the entity. Prior to the issuance
retained interests in this securitization. The Company

of FIN 46, consolidation generally occurred when an
recognized income from subordinated securities, an interest-

enterprise controlled another entity through voting interests.
only strip and servicing fees from this securitization of

Certain VIEs that are qualifying special purpose entities
$29.8 million during 2003 and $52.8 million during 2002.

(‘‘QSPEs’’) subject to the reporting requirements of
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Statement of Financial Accounting Standards No. 140 December 31, 2003, compared with $18.4 billion at
(‘‘SFAS 140’’), ‘‘Accounting for Transfers and Servicing of December 31, 2002. The increase was the result of
Financial Assets and Extinguishment of Liabilities,’’ will not corporate earnings, offset primarily by the payment of
be required to be consolidated under the provisions of dividends, including the special dividend of $685 million
FIN 46. The consolidation provisions of FIN 46 apply to related to the spin-off of Piper Jaffray, and the repurchase
VIEs created or entered into after January 31, 2003. For of common stock.
VIEs created before February 1, 2003, the effective date of On December 16, 2003, the Company increased its
applying the provisions of FIN 46 for entities that have dividend rate per common share by 17.1 percent, from
interests in structures that are special purpose entities was $.205 per quarter to $.24 per quarter. On March 12, 2003,
for periods ending after December 15, 2003, and for all the Company increased its dividend rate per common share
other types of entities was deferred to periods ending after by 5.1 percent, from $.195 per quarter to $.205 per
March 15, 2004. quarter. On March 12, 2002, the Company increased its

Because the Company’s investment securities conduit dividend rate per common share by 4.0 percent, from
and the asset-backed securitization are QSPEs, which are $.1875 per quarter to $.195 per quarter.
exempt from consolidation under the provisions of FIN 46, On December 18, 2001, the Board of Directors
the consolidation of the conduit or securitizations in its approved an authorization to repurchase 100 million shares
financial statements is not required at this time. of common stock through 2003. In 2002, the Company

purchased 5.2 million shares of common stock under the
Capital Management The Company is committed to

December 2001 plan. In 2003, the Company repurchased
managing capital for maximum shareholder benefit and

7.0 million shares of common stock under the plan, which
maintaining strong protection for depositors and creditors.

expired in December of 2003. On December 16, 2003, the
The Company continually assesses its business risks and

Board of Directors approved an authorization to repurchase
capital position. The Company also manages its capital to

150 million shares of common stock over the following
exceed regulatory capital requirements for well-capitalized

24 months. During 2003, the Company purchased
bank holding companies. To achieve these capital goals, the

8.0 million shares under the December 2003 plan. There are
Company employs a variety of capital management tools

approximately 142.0 million shares remaining to be
including dividends, common share repurchases, and the

purchased under this authorization. The average price paid
issuance of subordinated debt and other capital instruments.

for the 15.0 million shares repurchased during 2003 was
Total shareholders’ equity was $19.2 billion at

Regulatory Capital Ratios
At December 31 (Dollars in millions) 2003 2002

U.S. Bancorp
Tangible common equity ********************************************************************************* $11,858 $ 9,824

As a percent of tangible assets *********************************************************************** 6.5% 5.7%

Tier 1 capital ******************************************************************************************* $14,623 $12,941

As a percent of risk-weighted assets******************************************************************* 9.1% 8.0%

As a percent of adjusted quarterly average assets (leverage ratio) **************************************** 8.0% 7.7%

Total risk-based capital ********************************************************************************** $21,710 $20,088

As a percent of risk-weighted assets******************************************************************* 13.6% 12.4%

Bank Subsidiaries (a)
U.S. Bank National Association

Tier 1 capital************************************************************************************* 6.6% 6.7%

Total risk-based capital**************************************************************************** 10.8 10.8

Leverage **************************************************************************************** 6.3 6.7

U.S. Bank National Association ND
Tier 1 capital************************************************************************************* 13.1% 13.4%

Total risk-based capital**************************************************************************** 18.0 18.9

Leverage **************************************************************************************** 11.0 12.1

Well-
Bank Regulatory Capital Requirements Minimum Capitalized

Tier 1 capital************************************************************************************* 4.0% 6.0%

Total risk-based capital**************************************************************************** 8.0 10.0

Leverage **************************************************************************************** 4.0 5.0

(a) These balances and ratios were prepared in accordance with regulatory accounting principles as disclosed in the subsidiaries’ regulatory reports. 2002 ratios for the bank
subsidiaries were not restated for the adoption of SFAS 123.
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$27.84 per share. For a complete analysis of activities FOURTH QUARTER SUMMARY
impacting shareholders’ equity and capital management

The Company reported net income of $977.0 million forprograms, refer to Note 16 of the Notes to Consolidated
the fourth quarter of 2003, or $.50 per diluted share,Financial Statements.
compared with $819.7 million, or $.43 per diluted share,Banking regulators define minimum capital
for the fourth quarter of 2002. Return on average assetsrequirements for banks and financial services holding
and return on average equity were 2.05 percent andcompanies. These requirements are expressed in the form of
19.4 percent, respectively, for the fourth quarter of 2003,a minimum Tier 1 capital ratio, total risk-based capital
compared with returns of 1.83 percent and 17.8 percent,ratio, and Tier 1 leverage ratio. The minimum required level
respectively, for the fourth quarter of 2002. The Company’sfor these ratios is 4.0 percent, 8.0 percent, and 4.0 percent,
results for the fourth quarter of 2003 improved over therespectively. The Company targets its regulatory capital
fourth quarter of 2002, primarily due to growth in netlevels, at both the bank and bank holding company level, to
interest income and fee-based products and services, as wellexceed the ‘‘well-capitalized’’ threshold for these ratios of
as controlled operating expense and lower credit costs. Net6.0 percent, 10.0 percent, and 5.0 percent, respectively. As
income from continuing operations was $970.3 million, orof December 31, 2003, the Company’s Tier 1 capital, total
$.50 per diluted share, compared with $858.6 million, orrisk-based capital, and Tier 1 leverage ratio were
$.45 per diluted share for the fourth quarter of 2002,9.1 percent, 13.6 percent, and 8.0 percent, respectively.
representing an 11.1 percent annual growth rate. NetThese ratios compare to 8.0 percent, 12.4 percent, and
income for the fourth quarter of 2003 also included after-7.7 percent, respectively, as of December 31, 2002. All
tax merger and restructuring-related items of $5.0 millionregulatory ratios, at both the bank and bank holding
($7.6 million on a pre-tax basis), compared with after-taxcompany level, continue to be in excess of stated ‘‘well-
merger and restructuring-related items of $69.9 millioncapitalized’’ requirements.
($107.3 million on a pre-tax basis) for the fourth quarter ofCurrently, mandatorily redeemable preferred securities
2002. The $99.7 million decline in pre-tax merger andissued through subsidiary grantor trusts (‘‘Trust Preferred
restructuring-related charges was primarily due to theSecurities’’) qualify as Tier 1 capital of the Company for
completion of integration activities associated with theregulatory purposes. Prior to the adoption of FIN 46, the
merger of Firstar and USBM at the end of 2002.Company consolidated the grantor trusts, and the balance

Total net revenue, on a taxable-equivalent basis, wassheet included the mandatorily redeemable preferred
$3,113.3 million for the fourth quarter of 2003, comparedsecurities of the grantor trusts. The Company has
with $3,151.0 million for the fourth quarter of 2002,determined that the provisions of FIN 46 may require
a decrease of $37.7 million (1.2 percent) from a year ago.de-consolidation of the subsidiary grantor trusts and the
This decline primarily reflected the net reduction injunior subordinated debentures of the Company owned by
securities gains (losses) of $106.3 million. Otherwise,the grantor trusts would be included in the consolidated
favorable growth occurred in net interest income, paymentfinancial statements of the Company as long-term debt. The
services revenue, trust and investment management fees,banking regulatory agencies have issued guidance that
treasury management fees, mortgage banking revenue andwould continue the current capital treatment for Trust
acquisitions, including Bay View and State Street CorporatePreferred Securities until further notice. As of December 31,
Trust, which contributed approximately $33.0 million of the2003, management does not believe the adoption of
increase in net revenue year-over-year.FIN 46, including the de-consolidation of Trust Preferred

Fourth quarter net interest income, on a taxable-Securities, if required, will have a material impact on the
equivalent basis was $1,816.7 million, compared withCompany’s results from operations, its financial condition
$1,765.3 million in the fourth quarter of 2002. Theor regulatory capital ratios.
$51.4 million (2.9 percent) increase in net interest incomeThe Company uses tangible common equity expressed
was driven by an increase of $12.6 billion (8.3 percent) inas a percent of tangible common assets as an additional
average earning assets, primarily due to increases inmeasure of its capital. At December 31, 2003, the
investment securities, residential mortgages and retail loans,Company’s tangible common equity ratio was 6.5 percent,
partially offset by a decline in commercial loans and loanscompared with 5.7 percent at year-end 2002. Table 20
held for sale related to mortgage banking activities. The netprovides a summary of capital ratios as of December 31,
interest margin for the fourth quarter of 2003 was2003 and 2002, including Tier 1 and total risk-based
4.42 percent, compared with 4.65 percent in the fourthcapital ratios, as defined by the regulatory agencies.
quarter of 2002. The year-over-year decline in net interest
margin primarily reflected growth in lower-yielding
investment securities as a percent of total earning assets,
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a change in loan mix and a decline in the margin benefit approximately $12.6 million. This change in the interchange
from net free funds due to lower average interest rates. In rate, in addition to higher customer loyalty rewards
addition, the net interest margin declined year-over-year as expenses, however, was more than offset by the impact of
a result of consolidating high credit quality, low margin increases in transaction volumes and other rate adjustments.
loans from the Stellar commercial loan conduit onto the The corporate payment products revenue growth reflected
Company’s balance sheet during the third quarter of 2003. growth in sales and card usage. Merchant processing

Fourth quarter 2003 noninterest income declined services revenue was higher in the fourth quarter of 2003
6.4 percent from the same period of a year ago. The decline than the same quarter of 2002 by $4.0 million
is primarily due to a net reduction in securities gains (2.8 percent), due to an increase in transaction volume,
(losses) of $106.3 million year-over-year. In addition, which was partially offset by lower processing spreads
included in fourth quarter of 2002 was a $46.5 million gain resulting from revenue-sharing associated with specific
on the sale of an out-of-market credit card portfolio. Credit banking alliances and changes in the mix of merchants. The
and debit card revenue and corporate payment products favorable variance in trust and investment management fees
revenue were higher in the fourth quarter of 2003 than the of $33.0 million (15.4 percent) in the fourth quarter of
fourth quarter of 2002 by $9.7 million (6.8 percent) and 2003 over the same period of 2002 was principally driven
$8.3 million (10.3 percent), respectively. Although credit by the acquisition of State Street Corporate Trust, which
and debit card revenue grew year-over-year, the growth was contributed approximately $21.1 million in fees during the
somewhat muted due to the impact of the settlement of the fourth quarter of 2003. In addition, trust and investment
antitrust litigation brought against VISA USA and management fees benefited from higher equity market
Mastercard by Wal-Mart Stores, Inc., Sears Roebuck & Co. valuations and account growth year-over-year. Treasury
and other retailers, which lowered the interchange rate on management fees grew by $13.7 million (13.4 percent) in
signature debit transactions beginning August 2003. The the fourth quarter of 2003 over the same period of 2002.
year-over-year impact of the VISA settlement on credit and The increase in treasury management fees year-over-year
debit card revenue for the quarter was a decline of was driven, in part, by a change during the third quarter of

Fourth Quarter Summary
Three Months Ended

December 31,

(In Millions, Except Per Share Data) 2003 2002

Condensed Income Statement
Net interest income (taxable-equivalent basis) (a) ********************************************************** $1,816.7 $1,765.3

Noninterest income************************************************************************************* 1,296.7 1,279.5

Securities gains (losses), net **************************************************************************** (.1) 106.2

Total net revenue *********************************************************************************** 3,113.3 3,151.0

Noninterest expense************************************************************************************ 1,342.4 1,486.6

Provision for credit losses ******************************************************************************* 286.0 349.0

Income from continuing operations before taxes ******************************************************** 1,484.9 1,315.4

Taxable-equivalent adjustment *************************************************************************** 7.2 7.7

Applicable income taxes ******************************************************************************** 507.4 449.1

Income from continuing operations ******************************************************************** 970.3 858.6

Discontinued operations (after-tax) *********************************************************************** 6.7 (38.9)

Net income***************************************************************************************** $ 977.0 $ 819.7

Per Common Share
Earnings per share ************************************************************************************* $ .51 $ .43

Diluted earnings per share ****************************************************************************** .50 .43

Dividends declared per share**************************************************************************** .240 .195

Average shares outstanding ***************************************************************************** 1,927.3 1,916.2

Average diluted shares outstanding ********************************************************************** 1,950.8 1,923.6

Financial Ratios
Return on average assets ******************************************************************************* 2.05% 1.83%

Return on average equity ******************************************************************************* 19.4 17.8

Net interest margin (taxable-equivalent basis) ************************************************************* 4.42 4.65

Efficiency ratio (b) ************************************************************************************** 43.1 48.8

(a) Interest and rates are presented on a fully taxable-equivalent basis utilizing a tax rate of 35 percent.
(b) Computed as noninterest expense divided by the sum of net interest income on a taxable-equivalent basis and noninterest income excluding securities gains (losses), net.
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2003 in the Federal government’s payment methodology for or credit for funds provided to all business line assets and
treasury management services from compensating balances, liabilities using a matched funding concept. Also, the
reflected in net interest income, to fees. Mortgage banking business unit is allocated the taxable-equivalent benefit of
revenue increased by $3.5 million (4.0 percent) over the tax-exempt products. Noninterest income and expenses
same period of 2002 due to higher loan servicing revenue, directly managed by each business line, including fees,
which was slightly offset by a decline in origination and service charges, salaries and benefits, and other direct costs
sales revenue. Offsetting these favorable variances were are accounted for within each segment’s financial results in
declines in other income and commercial products revenue a manner similar to the consolidated financial statements.
year-over-year. Other income declined primarily due to the Occupancy costs are allocated based on utilization of
sale of the credit card portfolio in the fourth quarter of facilities by the lines of business. Noninterest expenses
2002. Commercial products revenue declined by incurred by centrally managed operations or business lines
$9.8 million (9.0 percent) year-over-year, principally that directly support another business line’s operations are
reflecting lower commercial loan conduit servicing fees, not charged to the applicable business line. Goodwill and
which resulted, in part, from unwinding the Stellar other intangible assets are assigned to the lines of business
commercial loan conduit. based on the mix of business of the acquired entity. The

Total noninterest expense was $1,342.4 million in the provision for credit losses within the Wholesale Banking,
fourth quarter of 2003, compared with $1,486.6 million in Consumer Banking, Private Client, Trust and Asset
the fourth quarter of 2002. The decrease in noninterest Management and Payment Services lines of business is
expense of $144.2 million (9.7 percent) was primarily due to based on net charge-offs while Treasury and Corporate
a $99.7 million reduction in merger and restructuring-related Support reflects the residual component of the Company’s
charges, the favorable change in MSR impairments of total consolidated provision for credit losses determined in
$54.1 million and cost savings from merger and accordance with accounting principles generally accepted in
restructuring-related activities. These positive variances were the United States. Income taxes are assessed to each line of
partially offset by the impact of recent acquisitions, including business at a standard tax rate with the residual tax
the branches of Bay View and State Street Corporate Trust. expense or benefit to arrive at the consolidated effective tax
The acquisitions contributed approximately $16.0 million of rate included in Treasury and Corporate Support. Merger
expense growth to the quarter. and restructuring-related charges and cumulative effects of

The provision for credit losses was $286.0 million for changes in accounting principles are not identified by or
the fourth quarter of 2003 and $349.0 million for the allocated to lines of business. Within the Company, capital
fourth quarter of 2002, a decrease of $63.0 million levels are evaluated and managed centrally; however, capital
(18.1 percent). Net charge-offs in the fourth quarter of is allocated to the operating segments to support evaluation
2003 were $285.1 million, compared with net charge-offs of business performance. Capital allocations to the business
of $378.5 million during the fourth quarter of 2002. The lines are based on the amount of goodwill and other
decline from a year ago primarily reflected lower retail and intangibles, the extent of off-balance sheet managed assets
commercial losses, the result of collection efforts and an and lending commitments and the ratio of on-balance sheet
improving credit risk profile. assets relative to the total Company. Certain lines of

business, such as trust, asset management and capital
LINE OF BUSINESS FINANCIAL REVIEW markets, have no significant balance sheet components. For

these business units, capital is allocated taking intoWithin the Company, financial performance is measured by
consideration fiduciary and operational risk, capital levels ofmajor lines of business, which include Wholesale Banking,
independent organizations operating similar businesses, andConsumer Banking, Private Client, Trust and Asset
regulatory requirements.Management, Payment Services, and Treasury and

Designations, assignments and allocations may changeCorporate Support. These operating segments are
from time to time as management systems are enhanced,components of the Company about which financial
methods of evaluating performance or product lines changeinformation is available and is evaluated regularly in
or business segments are realigned to better respond to ourdeciding how to allocate resources and assess performance.
diverse customer base. During 2003, certain organization

Basis for Financial Presentation Business line results are and methodology changes were made and, accordingly,
derived from the Company’s business unit profitability 2002 results were restated and presented on a comparable
reporting systems by specifically attributing managed basis. Due to organizational and methodology changes, the
balance sheet assets, deposits and other liabilities and their Company’s basis of financial presentation differed in 2001.
related income or expense. Funds transfer-pricing The presentation of comparative business line results for
methodologies are utilized to allocate a cost of funds used 2001 is not practical and has not been provided.
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Wholesale Banking offers lending, depository, treasury $43.4 million (9.8 percent). The favorable change in the
management and other financial services to middle market, provision for credit losses for Wholesale Banking business is
large corporate and public sector clients. Wholesale Banking due to improving net charge-offs which declined to
contributed $1,195.3 million of the Company’s operating .89 percent of average loans in 2003 from .96 percent of
earnings in 2003 and $1,115.7 million in 2002. The increase average loans in 2002. The reduction in net charge-offs was
in operating earnings in 2003 was driven by slightly higher attributable to improvements in credit quality driven by
net revenue and reductions in noninterest expense and initiatives taken by the Company during the past three years
provision for credit losses, compared with 2002. including asset workout strategies and reductions in

Total net revenue increased $48.9 million (1.9 percent) commitments to certain industries and customers.
in 2003, compared with 2002. Net interest income, on a Nonperforming assets within Wholesale Banking were
taxable-equivalent basis, increased 1.5 percent, compared $744.2 million at December 31, 2003, compared with
with 2002, as average deposits increased $7.7 billion $983.9 million at December 31, 2002. While nonperforming
(36.5 percent) in 2003, compared with 2002. The impact of asset levels continue to be elevated relative to the 1990’s,
increasing average deposits on net interest income was significant improvement in credit quality has been achieved
offset somewhat by the adverse impact of declining interest with reductions being broad-based across most industry
rates on the funding benefits of customer deposits in sectors. The Company expects further improvements in
addition to the declines in average loans and loan spreads. nonperforming asset levels through 2004. Refer to the
Loan spreads declined from a year ago due, in part, to the ‘‘Corporate Risk Profile’’ section for further information on
consolidation of high credit quality, low margin commercial factors impacting the credit quality of the loan portfolios.
loans from the loan conduit onto the balance sheet. The

Consumer Banking delivers products and services to the
decline in average loans in 2003 was driven in part by soft

broad consumer market and small businesses through
customer loan demand given the current economic

banking offices, telemarketing, on-line services, direct mail
environment, in addition to the Company’s decisions in

and automated teller machines (‘‘ATMs’’). It encompasses
2001 to tighten credit availability to certain types of lending

community banking, metropolitan banking, small business
products, industries and customers and reductions due to

banking, including lending guaranteed by the Small Business
asset workout strategies. Noninterest income increased

Administration, small-ticket leasing, consumer lending,
2.9 percent in 2003 to $753.0 million, compared to 2002

mortgage banking, workplace banking, student banking,
noninterest income of $731.8 million. The increase in

24-hour banking and investment product and insurance sales.
noninterest income in 2003 was due to growth in treasury

Consumer Banking contributed $1,688.4 million of the
management-related fees, international banking, syndication

Company’s operating earnings for 2003 and $1,521.0 million
and customer derivative fees, and equipment leasing

for 2002, an 11.0 percent increase over 2002. The increase in
revenue, partially offset by reductions in fee income related

operating earnings in 2003 was driven by higher net revenue
to lower commercial loan volumes and the consolidation of

and reductions in provision for credit losses, offset by
the commercial loan conduit, compared with 2002. The

increases in noninterest expense, compared with 2002.
increase in cash management-related fees was driven by

Total net revenue increased $358.4 million (7.3 percent)
growth in product sales, pricing enhancements and lower

in 2003, compared with 2002. Net interest income, on a
earnings credit rates to customers. The growth was also

taxable-equivalent basis, increased $230.4 million
driven by a change in the Federal government’s payment

(6.8 percent). Fee-based revenue increased $42.4 million
methodology for treasury management services from

(3.0 percent) and securities gains (losses) increased
compensating balances, reflected in net interest income, to

$85.6 million. The year-over-year increase in net interest
fees during the third quarter of 2003.

income was due to growth in average loan balances and
Noninterest expense was $350.6 million in 2003,

residential mortgages held for sale, improved spreads on
compared with $383.5 million in 2002. The $32.9 million

retail and commercial loans, lower funding costs on non-
decrease (8.6 percent) was primarily due to cost savings

earning asset balances, growth in interest-bearing and
initiatives that reduced personnel-related costs, legal

noninterest-bearing deposit balances and acquisitions.
expenses and professional costs. Loan workout expenses

Partially offsetting these increases was the impact of declining
also declined in 2003 as the credit quality of the loan

interest rates on the funding benefit of consumer deposits.
portfolio has improved. In addition, noninterest expense for

The increase in average loan balances of 10.1 percent
the business segment in 2003 included $12.6 million of

reflected retail loan growth of 6.9 percent and growth in
equipment financing related residual value and inventory

residential mortgages of 40.6 percent in 2003, compared
write-downs.

with 2002. Residential mortgages include first-lien home
The provision for credit losses was $401.1 million and

equity loans, which accounted for 26.7 percent of the growth
$444.5 million in 2003 and 2002, respectively, a decline of
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in residential mortgages. Commercial and commercial real quarter of 2002, which contributed $63.7 million in 2003,
estate loan balances increased 1.3 percent during the same compared with $47.2 million in 2002. Securities gains were
period. The year-over-year increase in average deposits $193.4 million in 2003, a net increase of $85.6 million
included growth in noninterest-bearing, interest checking, from a year ago. The Company utilizes its investment
savings and money market account balances, partially offset portfolio as an economic hedge to the valuation risk of the
by a reduction in balances associated with time deposits. The portfolio of mortgage servicing rights caused by declining
decline in lower margin time deposits primarily reflected a interest rates and related increases in mortgage prepayments
shift in product mix towards savings products. due to mortgage refinancing activity.

Noninterest income excluding securities gains was Noninterest expense was $2,198.2 million in 2003,
$1,460.1 million in 2003, $42.4 million (3.0 percent) higher compared with $2,074.7 million for 2002, an increase of
compared with 2002. This growth was driven by mortgage $123.5 million (6.0 percent). The year-over-year increase in
banking revenue, deposit service charges, investment noninterest expense was attributable to an increase in MSR
products fees and commissions and acquisitions, partially amortization and impairment of $85.3 million, higher loan
offset by higher end-of-term lease residual losses. The year- origination and repossession costs and incremental
over-year growth in mortgage banking revenue was partially operating costs of $56.4 million related to the Bay View
attributable to the acquisition of Leader in the second Bank and Leader acquisitions.

Line of Business Financial Performance
Wholesale Consumer
Banking Banking

Percent Percent
Year Ended December 31 (Dollars in Millions) 2003 2002 Change 2003 2002 Change

Condensed Income Statement
Net interest income (taxable-equivalent basis) ************************************ $1,877.9 $1,850.2 1.5% $3,634.7 $3,404.3 6.8%

Noninterest income************************************************************ 753.0 731.8 2.9 1,460.1 1,417.7 3.0

Securities gains, net*********************************************************** — — — 193.4 107.8 79.4

Total net revenue ********************************************************** 2,630.9 2,582.0 1.9 5,288.2 4,929.8 7.3

Noninterest expense*********************************************************** 331.1 362.9 (8.8) 1,765.4 1,735.7 1.7

Other intangibles ************************************************************** 19.5 20.6 (5.3) 432.8 339.0 27.7

Total noninterest expense *************************************************** 350.6 383.5 (8.6) 2,198.2 2,074.7 6.0

Operating income (loss) ************************************************* 2,280.3 2,198.5 3.7 3,090.0 2,855.1 8.2

Provision for credit losses ****************************************************** 401.1 444.5 (9.8) 435.8 463.8 (6.0)

Operating earnings (loss), before income taxes *********************************** 1,879.2 1,754.0 7.1 2,654.2 2,391.3 11.0

Income taxes and taxable-equivalent adjustment********************************** 683.9 638.3 7.1 965.8 870.3 11.0

Operating earnings (loss) ****************************************************** $1,195.3 $1,115.7 7.1 $1,688.4 $1,521.0 11.0

Merger and restructuring-related items (after-tax) *********************************

Discontinued operations (after-tax) **********************************************

Cumulative effect of accounting change (after-tax) ********************************

Net income *******************************************************************

Average Balance Sheet Data
Commercial ****************************************************************** $ 28,337 $ 30,015 (5.6)% $ 8,100 $ 8,795 (7.9)%

Commercial real estate ******************************************************** 16,414 15,908 3.2 9,936 9,010 10.3

Residential mortgages ********************************************************* 119 160 (25.6) 11,265 8,013 40.6

Retail ************************************************************************ 57 130 (56.2) 28,832 26,960 6.9

Total loans **************************************************************** 44,927 46,213 (2.8) 58,133 52,778 10.1

Goodwill ********************************************************************* 1,227 1,226 .1 2,242 1,892 18.5

Other intangible assets ******************************************************** 107 127 (15.7) 928 946 (1.9)

Assets *********************************************************************** 51,775 52,572 (1.5) 67,831 61,403 10.5

Noninterest-bearing deposits *************************************************** 14,738 12,993 13.4 13,748 12,939 6.3

Savings products************************************************************** 10,227 5,556 84.1 40,769 35,803 13.9

Time deposits **************************************************************** 3,901 2,592 50.5 18,587 22,632 (17.9)

Total deposits ************************************************************* 28,866 21,141 36.5 73,104 71,374 2.4

Shareholders’ equity*********************************************************** 5,058 5,049 .2 6,022 5,128 17.4

* Not meaningful
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The provision for credit losses decreased $28.0 million information on factors impacting the credit quality of the
in 2003, compared with 2002. The improvement in the loan portfolios.
provision for credit losses in 2003 was primarily

Private Client, Trust and Asset Management provides trust,
attributable to lower net charge-offs. As a percentage of

private banking, financial advisory, investment management
average loans, net charge-offs declined to .75 percent in

and mutual fund and alternative investment product services
2003, compared with .88 percent in 2002. The declines in

through five businesses: Private Client Group, Corporate
net charge-offs included the commercial, commercial real

Trust, Asset Management, Institutional Trust and Custody
estate and retail loan portfolios. The improvement in

and Fund Services, LLC. Private Client, Trust and Asset
commercial and commercial real estate loan net charge-offs

Management contributed $506.5 million of the Company’s
within Consumer Banking of $20.6 million was broad-

operating earnings in 2003, and increase of 10.9 percent
based across most industry and geographical regions. Retail

compared with 2002.
loan net charge-offs declined by $16.5 million primarily

Total net revenue was $1,352.0 million in 2003, an
resulting from ongoing collection efforts and risk

increase of 10.4 percent, compared with 2002. Net interest
management. Nonperforming assets within Consumer

income, on a taxable-equivalent basis, increased
Banking were $367.1 million at December 31, 2003,

$60.6 million (18.8 percent) in 2003, compared with 2002.
compared with $345.4 million at December 31, 2002. Refer

The increase in net interest income in 2003 was due to
to the ‘‘Corporate Risk Profile’’ section for further

growth in total deposits of 34.5 percent attributable to

Private Client, Trust Payment Treasury and Consolidated
and Asset Management Services Corporate Support Company

Percent Percent Percent Percent
2003 2002 Change 2003 2002 Change 2003 2002 Change 2003 2002 Change

$ 383.6 $ 323.0 18.8% $ 624.4 $ 675.6 (7.6)% $ 696.9 $ 594.1 17.3% $ 7,217.5 $ 6,847.2 5.4%

968.4 901.5 7.4 1,692.3 1,676.8 .9 194.4 183.0 6.2 5,068.2 4,910.8 3.2

— — — — — — 51.4 192.1 (73.2) 244.8 299.9 (18.4)

1,352.0 1,224.5 10.4 2,316.7 2,352.4 (1.5) 942.7 969.2 (2.7) 12,530.5 12,057.9 3.9

483.3 464.5 4.0 593.9 627.3 (5.3) 1,694.6 1,675.9 1.1 4,868.3 4,866.3 —

66.2 31.1 * 158.1 161.1 (1.9) 5.8 1.2 * 682.4 553.0 23.4

549.5 495.6 10.9 752.0 788.4 (4.6) 1,700.4 1,677.1 1.4 5,550.7 5,419.3 2.4

802.5 728.9 10.1 1,564.7 1,564.0 — (757.7) (707.9) (7.0) 6,979.8 6,638.6 5.1

6.2 11.0 (43.6) 412.7 456.4 (9.6) (1.8) (26.7) 93.3 1,254.0 1,349.0 (7.0)

796.3 717.9 10.9 1,152.0 1,107.6 4.0 (755.9) (681.2) (11.0) 5,725.8 5,289.6 8.2

289.8 261.2 10.9 419.2 403.0 4.0 (373.4) (320.5) (16.5) 1,985.3 1,852.3 7.2

$ 506.5 $ 456.7 10.9 $ 732.8 $ 704.6 4.0 $ (382.5) $ (360.7) (6.0) 3,740.5 3,437.3 8.8

(30.4) (209.3)

22.5 (22.7)

— (37.2)

$ 3,732.6 $ 3,168.1

$ 1,784 $ 1,819 (1.9)% $ 2,887 $ 2,803 3.0% $ 218 $ 385 (43.4)% $ 41,326 $ 43,817 (5.7)%

594 591 .5 — — — 198 214 (7.5) 27,142 25,723 5.5

299 231 29.4 — — — 13 8 62.5 11,696 8,412 39.0

2,159 2,056 5.0 7,103 7,304 (2.8) 47 51 (7.8) 38,198 36,501 4.6

4,836 4,697 3.0 9,990 10,107 (1.2) 476 658 (27.7) 118,362 114,453 3.4

740 290 * 1,814 1,814 — 305 306 (.3) 6,328 5,528 14.5

399 227 75.8 675 769 (12.2) 20 11 81.8 2,129 2,080 2.4

6,624 5,771 14.8 13,564 13,350 1.6 47,836 38,852 23.1 187,630 171,948 9.1

3,031 2,333 29.9 278 258 7.8 (80) 192 * 31,715 28,715 10.4

6,019 4,301 39.9 10 7 42.9 1 129 (99.2) 57,026 45,796 24.5

474 448 5.8 — — — 4,850 4,941 (1.8) 27,812 30,613 (9.1)

9,524 7,082 34.5 288 265 8.7 4,771 5,262 (9.3) 116,553 105,124 10.9

2,169 1,405 54.4 3,010 3,059 (1.6) 3,134 2,632 19.1 19,393 17,273 12.3
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growth in noninterest-bearing deposits, savings products, which offset the favorable impact of increased transaction
time deposits and the State Street Corporate Trust processing volumes. Other revenue in 2002 included
acquisition, partially offset by the impact of declining $67.4 million related to the credit card portfolio sales.
interest rates on the funding benefit of deposits. The Noninterest expense was $752.0 million in 2003,
acquisition of the corporate trust business from State Street a decrease of $36.4 million (4.6 percent), compared with
represented approximately $31.4 million of the 2003 2002. The decrease in noninterest expense was primarily
increase in net interest income. Noninterest income attributable to lower fraud losses and third-party merchant
increased $66.9 million (7.4 percent) in 2003, compared processing costs partially offset by increased marketing costs.
with 2002. The acquisition of the State Street Corporate Personnel cost increases attributable to higher processing
Trust business was the primary factor for this increase, volumes were more than offset by business line cost savings.
partially offset by a year-over-year decrease in the value of The provision for credit losses was $412.7 million in
assets under management due to adverse capital market 2003, a decrease of $43.7 million (9.6 percent), compared
conditions in early 2003. During the second half of 2003, with 2002 due to lower net charge-offs of the business line.
equity capital market conditions improved significantly, and As a percentage of average loans, net charge-offs were
the line of business experienced an increase in assets under 4.13 percent in 2003, compared with 4.52 percent of
management and related fees. average loans in 2002. The favorable change in credit losses

Noninterest expense increased $53.9 million was due to improvements in ongoing collection efforts, risk
(10.9 percent) in 2003, compared with 2002, primarily management and the sale of two co-branded credit card
attributable to the State Street Corporate Trust acquisition portfolios during late 2002.
($68.5 million), offset by cost savings from business

Treasury and Corporate Support includes the Company’s
integration and other cost control initiatives.

investment portfolios, funding, capital management and
The provision for credit losses decreased $4.8 million

asset securitization activities, interest rate risk management,
(43.6 percent) in 2003, compared with 2002. The year-

the net effect of transfer pricing related to average balances
over-year decrease in the provision for credit losses was

and business activities managed on a corporate basis,
primarily due to lower retail loan net charge-offs.

including enterprise-wide operations and administrative
Payment Services includes consumer and business credit support functions. Treasury and Corporate Support
cards, corporate and purchasing card services, consumer recorded operating losses of $382.5 million in 2003,
lines of credit, ATM processing, merchant processing and an increase of 6.0 percent, compared with 2002.
debit cards. Payment Services contributed $732.8 million of Total net revenue was $942.7 million in 2003,
the Company’s operating earnings in 2003, a 4.0 percent compared with total net revenue of $969.2 million in 2002.
increase over 2002. The year-over-year decline of $26.5 million (2.7 percent) in

Total net revenue was $2,316.7 million in 2003, total net revenue in 2003 was attributable to a reduction in
a 1.5 percent decrease, compared with 2002. Net interest securities gains of $140.7 million partially offset by
income decreased 7.6 percent in 2003, compared with increases in net interest income of $102.8 million
2002, primarily due to a reduction in customer late fees and (17.3 percent) and noninterest income of $11.4 million
lost interest revenue from the sale of two credit card (6.2 percent). The increase in net interest income was
portfolios. During late 2002, the Company sold two primarily attributable to the increase in average investment
co-branded credit card portfolios, reducing year-over-year securities of $8.4 billion. Investment securities increased in
net interest income for this business line by approximately 2003 compared with 2002, reflecting the reinvestment of
$29.3 million in 2003. Noninterest income increased proceeds from loan sales, declines in commercial loan
.9 percent in 2003, compared with 2002. The increase in balances and additional deposits assumed from acquisitions.
fee-based revenue in 2003 was driven by strong growth in Noninterest expense was $1,700.4 million in 2003,
credit card and debit card revenue and corporate payment compared with $1,677.1 million in 2002. The $23.3 million
product revenues, which was partially offset by a reduction increase (1.4 percent) year-over-year was primarily the
in merchant processing and other revenue. The growth in result of higher costs associated with employee pension
credit and debit card revenue was muted somewhat by the benefits, corporate insurance, postage, telecommunications
$19.4 million impact of the debit card antitrust settlement and charitable contributions.
by VISA USA and Mastercard which lowered interchange The provision for credit losses for this business unit
rates on signature debit transactions. Merchant processing represents the residual aggregate of the net credit losses
revenue declined due to lower processing spreads resulting allocated to the reportable business units and the
from changes in revenue-sharing associated with specific Company’s recorded provision determined in accordance
banking alliances and a change in the mix of merchants, with accounting principles generally accepted in the United
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States. The provision for credit losses was a net recovery of alternative accounting methods may be utilized under
$1.8 million in 2003, compared with a net recovery of generally accepted accounting principles. Management has
$26.7 million in 2002. Refer to the ‘‘Corporate Risk discussed the development and the selection of critical
Profile’’ section for further information on the provision for accounting policies with the Company’s Audit Committee.
credit losses, nonperforming assets and factors considered Significant accounting policies are discussed in Note 1
by the Company in assessing the credit quality of the loan of the Notes to Consolidated Financial Statements. Those
portfolio and establishing the allowance for credit losses. policies considered to be critical accounting policies are

described below.
ACCOUNTING CHANGES

Allowance for Credit Losses The allowance for credit losses
Note 2 of the Notes to Consolidated Financial Statements is established to provide for probable losses inherent in the
discusses accounting standards recently issued or proposed Company’s credit portfolio. The methods utilized to
but not yet required to be adopted and the expected impact estimate the allowance for credit losses, key assumptions
of the changes in accounting standards. To the extent the and quantitative and qualitative information considered by
adoption of new accounting standards affects the management in determining the adequacy of the allowance
Company’s financial condition, results of operations or for credit losses are discussed in the ‘‘Credit Risk
liquidity, the impacts are discussed in the applicable Management’’ section.
section(s) of the Management’s Discussion and Analysis and Management’s evaluation of the adequacy of the
the Notes to Consolidated Financial Statements. allowance for credit losses is often the most critical of

On January 8, 2004, the Company elected to adopt the accounting estimates for a banking institution. It is a highly
‘‘fair value’’ method of accounting for stock-based subjective process impacted by many factors as discussed
compensation. The Company implemented this accounting throughout the Management’s Discussion and Analysis
change utilizing the ‘‘retroactive restatement method,’’ section of the Annual Report. Although risk management
requiring all prior periods to be restated to recognize practices, methodologies and other tools are utilized to
compensation expense for the estimated fair value of all determine each element of the allowance, degrees of
employee stock awards including stock options granted, imprecision exist in these measurement tools due in part to
modified or settled in fiscal years beginning after subjective judgments involved and an inherent lagging of
December 15, 1994. credit quality measurements relative to the stage of the

business cycle. Even determining the stage of the business
CRITICAL ACCOUNTING POLICIES cycle is highly subjective. As discussed in the ‘‘Analysis and

Determination of Allowance for Credit Losses’’ section,The accounting and reporting policies of the Company
management considers the effect of imprecision and manycomply with accounting principles generally accepted in the
other factors in determining the allowance for credit lossesUnited States and conform to general practices within the
by establishing an ‘‘allowance for other factors’’ that is notbanking industry. The preparation of financial statements in
specifically allocated to a category of loans. If notconformity with generally accepted accounting principles
considered, inherent losses in the portfolio related torequires management to make estimates and assumptions.
imprecision and other subjective factors could have aThe financial position and results of operations can be
dramatic adverse impact on the liquidity and financialaffected by these estimates and assumptions, which are
viability of a bank.integral to understanding the Company’s financial

Given the many subjective factors affecting the creditstatements. Critical accounting policies are those policies
portfolio, changes in the allowance for other factors maythat management believes are the most important to the
not directly coincide with changes in the risk ratings of theportrayal of the Company’s financial condition and results,
credit portfolio reflected in the risk rating process. This is inand require management to make estimates that are
part due to the timing of the risk rating process in relationdifficult, subjective or complex. Most accounting policies
to changes in the business cycle, the exposure and mix ofare not considered by management to be critical accounting
loans within risk rating categories, levels of nonperformingpolicies. Several factors are considered in determining
loans and the timing of charge-offs and recoveries. Forwhether or not a policy is critical in the preparation of
example, the amount of loans within specific risk ratingsfinancial statements. These factors include, among other
may change, providing a leading indicator of improvingthings, whether the estimates are significant to the financial
credit quality, while nonperforming loans and net charge-statements, the nature of the estimates, the ability to readily
offs continue at elevated levels. Because the allowancevalidate the estimates with other information including
specifically allocated to commercial loans is primarily driventhird-parties or available prices, and sensitivity of the
by risk ratings and loss ratios determined through migrationestimates to changes in economic conditions and whether
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analysis and historical performance, the amount of the interest rates and the related impact on mortgage loan
allowance for commercial and commercial real estate loans prepayment speeds and the payment performance of the
might decline. However, it is likely that management would underlying loans. If the carrying value is greater than fair
maintain an adequate allowance for credit losses by value, impairment is recognized through a valuation
increasing the allowance for other factors at a stage in the allowance for each impaired stratum and recorded as
business cycle that is uncertain and when nonperforming amortization of intangible assets. The changes in the fair
asset levels remain elevated. value of MSRs at December 31, 2003, to immediate 25 and

Sensitivity analysis to the many factors impacting the 50 basis point adverse changes in interest rates would be
allowance for credit losses is difficult. Some factors are approximately $78 million and $127 million, respectively.
quantifiable while other factors require qualitative An upward movement in interest rates at December 31,
judgment. Management conducts analysis with respect to 2003, of 25 and 50 basis points would increase the value of
the accuracy of risk ratings and the volatility of inherent the MSRs by approximately $75 million and $133 million,
loss rates applied to risk categories and utilizes the results respectively. Refer to Note 11 of the Notes to Consolidated
of this analysis to determine retail loss projections. This Financial Statements for additional information regarding
analysis is then considered in determining the level of the MSRs.
allowance for credit losses. Refer to the ‘‘Analysis and

Goodwill and Other Intangibles The Company records all
Determination of the Allowance for Credit Losses’’ section

assets and liabilities acquired in purchase acquisitions,
for further information.

including goodwill and other intangibles, at fair value as
Asset Impairment In the ordinary course of business, the required by Statement of Financial Accounting Standards
Company evaluates the carrying value of its assets for No. 141, ‘‘Goodwill and Other Intangible Assets.’’
potential impairment. Generally, potential impairment is Goodwill and indefinite-lived assets are no longer amortized
determined based on a comparison of fair value to the but are subject, at a minimum, to annual tests for
carrying value. The determination of fair value can be impairment. Under certain situations, interim impairment
highly subjective, especially for assets that are not actively tests may be required if events occur or circumstances
traded or when market-based prices are not available. The change that would more likely than not reduce the fair
Company estimates fair value based on the present value of value of a reporting segment below its carrying amount.
estimated future cash flows. The initial valuation and Other intangible assets are amortized over their estimated
subsequent impairment tests may require the use of useful lives using straight-line and accelerated methods and
significant management estimates. Additionally, determining are subject to impairment if events or circumstances indicate
the amount, if any, of an impairment may require an a possible inability to realize the carrying amount.
assessment of whether or not a decline in an asset’s The initial recognition of goodwill and other intangible
estimated fair value below the recorded value is temporary assets and subsequent impairment analysis require
in nature. While impairment assessments impact most asset management to make subjective judgments concerning
categories, the following areas are considered to be critical estimates of how the acquired assets will perform in the
accounting matters in relation to the financial statements. future using valuation methods including discounted cash

flow analysis. Additionally, estimated cash flows may
Mortgage Servicing Rights MSRs are capitalized as separate

extend beyond ten years and, by their nature, are difficult
assets when loans are sold and servicing is retained. The

to determine over an extended timeframe. Events and
total cost of loans sold is allocated between the loans sold

factors that may significantly affect the estimates include,
and the servicing assets retained based on their relative fair

among others, competitive forces, customer behaviors and
values. MSRs that are purchased from others are initially

attrition, changes in revenue growth trends, cost structures
recorded at cost. The carrying value of the MSRs is

and technology, changes in discount rates and specific
amortized in proportion to and over the period of estimated

industry and market conditions. In determining the
net servicing revenue and recorded in noninterest expense as

reasonableness of cash flow estimates, the Company reviews
amortization of intangible assets. The carrying value of

historical performance of the underlying assets or similar
these assets is periodically reviewed for impairment using a

assets in an effort to assess and validate assumptions
lower of carrying value or fair value methodology. For

utilized in its estimates.
purposes of measuring impairment, the servicing rights are

In assessing the fair value of reporting units, the
stratified based on the underlying loan type and note rate

Company may consider the stage of the current business
and the carrying value for each stratum is compared to fair

cycle and potential changes in market conditions in
value based on a discounted cash flow analysis, utilizing

estimating the timing and extent of future cash flows. Also,
current prepayment speeds and discount rates. Events that

management often utilizes other information to validate the
may significantly affect the estimates used are changes in
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reasonableness of its valuations including public market DISCLOSURE CONTROLS AND PROCEDURES
comparables, multiples of recent mergers and acquisitions of

Under the supervision and with the participation of thesimilar businesses. Valuation multiples may be based on
Company’s management, including its principal executiverevenue, price-to-earnings and tangible capital ratios of
officer and principal financial officer, the Company hascomparable public companies and business segments. These
evaluated the effectiveness of the design and operation of itsmultiples may be adjusted to consider competitive
disclosure controls and procedures (as defined indifferences including size, operating leverage and other
Rules 13a-15(e) and 15d-15(e) under the Securitiesfactors. The carrying amount of a reporting unit is
Exchange Act of 1934 (the ‘‘Exchange Act’’)). Based upondetermined based on the capital required to support the
this evaluation, the principal executive officer and principalreporting unit’s activities including its tangible and
financial officer have concluded that, as of the end of theintangible assets. The determination of a reporting unit’s
period covered by this report, the Company’s disclosurecapital allocation requires management judgment and
controls and procedures were effective to ensure thatconsiders many factors including the regulatory capital
information required to be disclosed by the Company inregulations and capital characteristics of comparable public
reports that it files or submits under the Exchange Act iscompanies in relevant industry sectors. In certain
recorded, processed, summarized and reported within thecircumstances, management will engage a third-party to
time periods specified in Securities and Exchangeindependently validate its assessment of the fair value of its
Commission rules and forms.business segments.

During the most recently completed fiscal quarter, thereThe Company’s annual assessment of potential
was no change made in the Company’s internal controlsgoodwill impairment was completed during the second
over financial reporting (as defined in Rules 13a-15(f)quarter of 2003. Based on the results of this assessment, no
and 15d-15(f) under the Exchange Act) that has materiallygoodwill impairment was recognized.
affected, or is reasonably likely to materially affect, the
Company’s internal control over financial reporting.
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U.S. Bancorp

Consolidated Balance Sheet

At December 31 (Dollars in Millions) 2003 2002

Assets
Cash and due from banks ****************************************************************************** $ 8,630 $ 10,758

Investment securities

Held-to-maturity (fair value $161 and $240, respectively) ************************************************ 152 233

Available-for-sale *********************************************************************************** 43,182 28,255

Loans held for sale ************************************************************************************ 1,433 4,159

Loans

Commercial**************************************************************************************** 38,526 41,944

Commercial real estate****************************************************************************** 27,242 26,867

Residential mortgages ****************************************************************************** 13,457 9,746

Retail ********************************************************************************************* 39,010 37,694

Total loans ************************************************************************************* 118,235 116,251

Less allowance for credit losses *************************************************************** (2,369) (2,422)

Net loans *********************************************************************************** 115,866 113,829

Premises and equipment ******************************************************************************* 1,957 1,697

Customers’ liability on acceptances ********************************************************************** 121 140

Goodwill ********************************************************************************************** 6,025 6,325

Other intangible assets ********************************************************************************* 2,124 2,321

Other assets ****************************************************************************************** 9,796 12,310

Total assets ************************************************************************************ $189,286 $180,027

Liabilities and Shareholders’ Equity
Deposits

Noninterest-bearing********************************************************************************* $ 32,470 $ 35,106

Interest-bearing ************************************************************************************ 74,749 68,214

Time deposits greater than $100,000 ***************************************************************** 11,833 12,214

Total deposits *********************************************************************************** 119,052 115,534

Short-term borrowings********************************************************************************** 10,850 7,806

Long-term debt **************************************************************************************** 31,215 28,588

Company-obligated mandatorily redeemable preferred securities of subsidiary trusts holding solely the junior

subordinated debentures of the parent company ******************************************************* 2,601 2,994

Acceptances outstanding ******************************************************************************* 121 140

Other liabilities **************************************************************************************** 6,205 6,529

Total liabilities*********************************************************************************** 170,044 161,591

Shareholders’ equity

Common stock, par value $0.01 a share — authorized: 4,000,000,000 shares

issued: 2003 — 1,972,643,007 shares; 2002 — 1,972,643,060 shares ********************************* 20 20

Capital surplus ************************************************************************************* 5,851 5,799

Retained earnings ********************************************************************************** 14,508 13,105

Less cost of common stock in treasury: 2003 — 49,722,856 shares; 2002 — 55,686,500 shares************* (1,205) (1,272)

Other comprehensive income ************************************************************************ 68 784

Total shareholders’ equity ************************************************************************ 19,242 18,436

Total liabilities and shareholders’ equity ************************************************************ $189,286 $180,027

See Notes to Consolidated Financial Statements.
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U.S. Bancorp

Consolidated Statement of Income

Year Ended December 31 (Dollars and Shares in Millions, Except Per Share Data) 2003 2002 2001

Interest Income
Loans********************************************************************************* $7,272.0 $7,743.0 $9,413.7
Loans held for sale ********************************************************************* 202.2 170.6 146.9
Investment securities

Taxable **************************************************************************** 1,654.6 1,438.2 1,206.1
Non-taxable ************************************************************************ 29.4 46.1 89.5

Other interest income******************************************************************* 99.8 96.0 90.2

Total interest income ************************************************************* 9,258.0 9,493.9 10,946.4

Interest Expense
Deposits ****************************************************************************** 1,096.6 1,485.3 2,828.1
Short-term borrowings ****************************************************************** 166.8 222.9 475.6
Long-term debt ************************************************************************ 702.2 834.8 1,164.2
Company-obligated mandatorily redeemable preferred securities***************************** 103.1 136.6 127.8

Total interest expense ************************************************************ 2,068.7 2,679.6 4,595.7

Net interest income********************************************************************* 7,189.3 6,814.3 6,350.7
Provision for credit losses *************************************************************** 1,254.0 1,349.0 2,528.8

Net interest income after provision for credit losses **************************************** 5,935.3 5,465.3 3,821.9

Noninterest Income
Credit and debit card revenue *********************************************************** 560.7 517.0 465.9
Corporate payment products revenue***************************************************** 361.3 325.7 297.7
ATM processing services**************************************************************** 165.9 160.6 153.0
Merchant processing services *********************************************************** 561.4 567.3 308.9
Trust and investment management fees*************************************************** 953.9 892.1 887.8
Deposit service charges **************************************************************** 715.8 690.3 644.9
Treasury management fees************************************************************** 466.3 416.9 347.3
Commercial products revenue *********************************************************** 400.5 479.2 437.4
Mortgage banking revenue ************************************************************** 367.1 330.2 234.0
Investment products fees and commissions *********************************************** 144.9 132.7 130.8
Securities gains, net ******************************************************************** 244.8 299.9 329.1
Merger and restructuring-related gains**************************************************** — — 62.2
Other ********************************************************************************* 370.4 398.8 370.4

Total noninterest income********************************************************** 5,313.0 5,210.7 4,669.4

Noninterest Expense
Compensation ************************************************************************* 2,176.8 2,167.5 2,036.6
Employee benefits********************************************************************** 328.4 317.5 285.5
Net occupancy and equipment*********************************************************** 643.7 658.7 666.6
Professional services ******************************************************************* 143.4 129.7 116.4
Marketing and business development***************************************************** 180.3 171.4 178.0
Technology and communications ********************************************************* 417.4 392.1 353.9
Postage, printing and supplies *********************************************************** 245.6 243.2 241.9
Goodwill ****************************************************************************** — — 236.7
Other intangibles *********************************************************************** 682.4 553.0 278.4
Merger and restructuring-related charges ************************************************* 46.2 321.2 1,044.8
Other ********************************************************************************* 732.7 786.2 710.2

Total noninterest expense********************************************************* 5,596.9 5,740.5 6,149.0

Income from continuing operations before income taxes ************************************ 5,651.4 4,935.5 2,342.3
Applicable income taxes **************************************************************** 1,941.3 1,707.5 818.3

Income from continuing operations ******************************************************* 3,710.1 3,228.0 1,524.0
Income (loss) from discontinued operations (after-tax) *********************************** 22.5 (22.7) (45.2)
Cumulative effect of accounting change (after-tax) ************************************** — (37.2) —

Net income **************************************************************************** $3,732.6 $3,168.1 $1,478.8

Earnings Per Share
Income from continuing operations **************************************************** $ 1.93 $ 1.68 $ .79
Discontinued operations ************************************************************* .01 (.01) (.02)
Cumulative effect of accounting change *********************************************** — (.02) —

Net income************************************************************************* $ 1.94 $ 1.65 $ .77

Diluted Earnings Per Share
Income from continuing operations **************************************************** $ 1.92 $ 1.68 $ .79
Discontinued operations ************************************************************* .01 (.01) (.03)
Cumulative effect of accounting change *********************************************** — (.02) —

Net income************************************************************************* $ 1.93 $ 1.65 $ .76

Dividends declared per share************************************************************ $ .855 $ .780 $ .750

Average common shares**************************************************************** 1,923.7 1,916.0 1,927.9
Average diluted common shares ********************************************************* 1,936.2 1,924.8 1,940.3

See Notes to Consolidated Financial Statements.
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U.S. Bancorp

Consolidated Statement of Shareholders’ Equity

Common Other Total
Shares Common Capital Retained Treasury Comprehensive Shareholders’

(Dollars in Millions) Outstanding Stock Surplus Earnings Stock Income Equity

Balance December 31, 2000 ************ 1,902,083,434 $19 $4,275 $11,658 $ (880) $ 96 $15,168
Cumulative impact of retroactive restatement*** 430 (265) 165
Net income ******************************** 1,479 1,479
Unrealized gain on securities available for sale *** 194 194
Unrealized gain on derivatives**************** 106 106
Foreign currency translation adjustment ******* (4) (4)
Realized gain on derivatives ***************** 42 42
Reclassification adjustment for gains realized in

net income ******************************* (333) (333)
Income taxes******************************* (6) (6)

Total comprehensive income*********** 1,478
Cash dividends declared on common stock **** (1,447) (1,447)
Issuance of common stock and treasury shares ** 69,502,689 1 1,384 49 1,434
Purchase of treasury stock******************* (19,743,672) (468) (468)
Retirement of treasury stock ***************** (824) 824 —
Stock option grants and restricted stock

amortization****************************** 415 415
Shares reserved to meet deferred

compensation obligations ****************** (132,939) 3 (3) —

Balance December 31, 2001 ************ 1,951,709,512 $20 $5,683 $11,425 $ (478) $ 95 $16,745

Net income ******************************** 3,168 3,168
Unrealized gain on securities available for sale *** 1,048 1,048
Unrealized gain on derivatives**************** 324 324
Foreign currency translation adjustment ******* 7 7
Realized gain on derivatives ***************** 64 64
Reclassification adjustment for gains realized in

net income ******************************* (332) (332)
Income taxes******************************* (422) (422)

Total comprehensive income*********** 3,857
Cash dividends declared on common stock **** (1,488) (1,488)
Issuance of common stock and treasury shares ** 10,589,034 (75) 249 174
Purchase of treasury stock******************* (45,256,736) (1,040) (1,040)
Stock option grants and restricted stock

amortization****************************** 188 188
Shares reserved to meet deferred

compensation obligations ****************** (85,250) 3 (3) —

Balance December 31, 2002 ************ 1,916,956,560 $20 $5,799 $13,105 $(1,272) $ 784 $18,436

Net income ******************************** 3,733 3,733
Unrealized loss on securities available for sale *** (716) (716)
Unrealized loss on derivatives **************** (373) (373)
Foreign currency translation adjustment ******* 23 23
Realized gain on derivatives ***************** 199 199
Reclassification adjustment for gains realized in

net income ******************************* (288) (288)
Income taxes******************************* 439 439

Total comprehensive income*********** 3,017
Cash dividends declared on common stock **** (1,645) (1,645)
Special dividend-Piper Jaffray spin-off ********* (685) (685)
Issuance of common stock and treasury shares ** 21,709,297 (51) 502 451
Purchase of treasury stock******************* (14,971,000) (417) (417)
Stock option grants and restricted stock

amortization****************************** 111 111
Shares reserved to meet deferred

compensation obligations ****************** (774,706) (8) (18) (26)

Balance December 31, 2003 ************ 1,922,920,151 $20 $5,851 $14,508 $(1,205) $ 68 $19,242

See Notes to Consolidated Financial Statements.
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U.S. Bancorp

Consolidated Statement of Cash Flows

Year Ended December 31 (Dollars in Millions) 2003 2002 2001

Operating Activities
Net income ************************************************************************** $ 3,732.6 $ 3,168.1 $ 1,478.8

Adjustments to reconcile net income to net cash provided by operating activities

Provision for credit losses ********************************************************** 1,254.0 1,349.0 2,528.8

Depreciation and amortization of premises and equipment ***************************** 275.2 285.3 284.0

Amortization of goodwill and other intangibles **************************************** 682.4 553.0 515.1

Provision for deferred income taxes ************************************************* 272.7 291.7 (296.1)

(Gain) loss on sales of securities and other assets, net******************************** (300.4) (411.1) (428.7)

Mortgage loans originated for sale in the secondary market, net of repayments ********** (27,665.8) (22,567.9) (15,500.2)

Proceeds from sales of mortgage loans********************************************** 30,228.4 20,756.6 13,483.0

Stock-based compensation ********************************************************* 123.4 113.3 227.7

Other, net ************************************************************************ 79.7 248.3 (110.5)

Net cash provided by (used in) operating activities ********************************* 8,682.2 3,786.3 2,181.9

Investing Activities
Proceeds from sales of investment securities ******************************************** 17,383.3 14,386.9 19,240.2

Proceeds from maturities of investment securities **************************************** 18,139.9 11,246.5 4,572.2

Purchases of investment securities ***************************************************** (51,127.3) (26,469.8) (32,278.6)

Net (increase) decrease in loans outstanding ******************************************** (4,193.3) (4,111.3) 2,532.3

Proceeds from sales of loans ********************************************************** 2,203.7 2,219.1 3,729.1

Purchases of loans ******************************************************************* (944.3) (240.2) (87.5)

Proceeds from sales of premises and equipment***************************************** 39.7 211.8 166.3

Purchases of premises and equipment************************************************** (670.1) (429.8) (299.2)

Acquisitions, net of cash acquired ****************************************************** — 1,368.8 (741.4)

Divestitures ************************************************************************** (381.8) — (340.0)

Other, net *************************************************************************** 124.7 (126.1) (143.9)

Net cash provided by (used in) investing activities ********************************* (19,425.5) (1,944.1) (3,650.5)

Financing Activities
Net increase (decrease) in deposits **************************************************** 3,449.0 7,002.3 (4,258.1)

Net increase (decrease) in short-term borrowings **************************************** 3,869.5 (7,307.0) 5,244.3

Principal payments on long-term debt*************************************************** (8,617.9) (8,367.5) (10,539.6)

Proceeds from issuance of long-term debt ********************************************** 11,467.5 10,650.9 11,702.3

Proceeds from issuance of Company-obligated mandatorily redeemable preferred securities ** — — 1,500.0

Redemption of Company-obligated mandatorily redeemable preferred securities ************* (350.0) — —

Proceeds from issuance of common stock*********************************************** 398.4 147.0 136.4

Repurchase of common stock ********************************************************* (326.3) (1,040.4) (467.9)

Cash dividends paid ****************************************************************** (1,556.8) (1,480.7) (1,235.1)

Net cash provided by (used in) financing activities ********************************* 8,333.4 (395.4) 2,082.3

Change in cash and cash equivalents ******************************************** (2,409.9) 1,446.8 613.7

Cash and cash equivalents at beginning of year ***************************************** 11,192.1 9,745.3 9,131.6

Cash and cash equivalents at end of year **************************************** $ 8,782.2 $ 11,192.1 $ 9,745.3

See Notes to Consolidated Financial Statements.
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Notes to Consolidated Financial Statements

Payment Services includes consumer and business creditSignificant Accounting Policies
cards, corporate and purchasing card services, ATM

U.S. Bancorp and its subsidiaries (the ‘‘Company’’) is a processing, merchant processing and debit cards.
multi-state financial services holding company Customized products and services, coupled with cutting-
headquartered in Minneapolis, Minnesota. The Company edge technology are provided to consumer and business
provides a full range of financial services including lending customers, government clients, correspondent financial
and depository services through banking offices principally institutions, merchants and co-brand partners.
in 24 states. The Company also engages in credit card,

Treasury and Corporate Support includes the Company’smerchant, and ATM processing, mortgage banking,
investment portfolios, funding, capital management andinsurance, trust and investment management, brokerage,
asset securitization activities, interest rate risk management,and leasing activities principally in domestic markets.
the net effect of transfer pricing related to average balances,

Basis of Presentation The consolidated financial statements and the change in residual allocations associated with the
include the accounts of the Company and its subsidiaries. provision for loan losses. It also includes business activities
The consolidation eliminates all significant intercompany managed on a corporate basis, including income and
accounts and transactions. Certain items in prior periods expense of enterprise-wide operations and administrative
have been reclassified to conform to the current support functions.
presentation. The consolidated financial statements have

Segment Results Accounting policies for the lines ofbeen retroactively restated due to the adoption of the fair
business are the same as those used in preparation of thevalue method of accounting for stock-based compensation
consolidated financial statements with respect to activitiesas described in Note 2 and to report the results of Piper
specifically attributable to each business line. However, theJaffray Companies as discontinued operations as described
preparation of business line results requires management toin Note 4 of the Notes to Consolidated Financial
establish methodologies to allocate funding costs andStatements.
benefits, expenses and other financial elements to each line

Uses of Estimates The preparation of financial statements of business. For details of these methodologies and segment
in conformity with generally accepted accounting principles results, see ‘‘Basis for Financial Presentation’’ and Table 22
requires management to make estimates and assumptions ‘‘Line of Business Financial Performance’’ included in
that affect the amounts reported in the financial statements Management’s Discussion and Analysis which is
and accompanying notes. Actual experience could differ incorporated by reference into these Notes to Consolidated
from those estimates. Financial Statements.

BUSINESS SEGMENTS SECURITIES

Within the Company, financial performance is measured by Realized gains or losses on securities are determined on a
major lines of business based on the products and services trade date basis based on the specific carrying value of the
provided to customers through its distribution channels. investments being sold.
The Company has five reportable operating segments:

Trading Securities Debt and equity securities held for resale
Wholesale Banking offers lending, depository, treasury are classified as trading securities and reported at fair value.
management and other financial services to middle market, Realized gains or losses are reported in noninterest income.
large corporate and public sector clients.

Available-for-sale Securities These securities are not
Consumer Banking delivers products and services to the trading securities but may be sold before maturity in
broad consumer market and small businesses through response to changes in the Company’s interest rate risk
banking offices, telemarketing, on-line services, direct mail profile, funding needs or demand for collateralized deposits
and automated teller machines (‘‘ATMs’’). by public entities. Available-for-sale securities are carried at

fair value with unrealized net gains or losses reportedPrivate Client, Trust and Asset Management provides trust,
within other comprehensive income in shareholders’ equity.private banking, financial advisory, investment management
When sold, the amortized cost of the specific securities isand mutual fund processing services to affluent individuals,
used to compute the gain or loss. Declines in fair value thatbusinesses, institutions and mutual funds.
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are deemed other than temporary, if any, are reported in are disclosed as off-balance sheet financial instruments in
noninterest income. Note 23 in the Notes to Consolidated Financial Statements.

Held-to-maturity Securities Debt securities for which the Allowance for Credit Losses Management determines the
Company has the positive intent and ability to hold to adequacy of the allowance based on evaluations of the loan
maturity are reported at historical cost adjusted for portfolio, recent loss experience, and other pertinent factors,
amortization of premiums and accretion of discounts. including economic conditions. This evaluation is inherently
Declines in fair value that are deemed other than subjective as it requires estimates, including amounts of
temporary, if any, are reported in noninterest income. future cash collections expected on nonaccrual loans, which

may be susceptible to significant change. The allowance for
Securities Purchased Under Agreements to Resell and

credit losses relating to impaired loans is based on the
Securities Sold Under Agreements to Repurchase

loan’s observable market price, the collateral for certain
Securities purchased under agreements to resell and

collateral-dependent loans, or the discounted cash flows
securities sold under agreements to repurchase are generally

using the loan’s effective interest rate.
accounted for as collateralized financing transactions and

The Company determines the amount of the allowance
are recorded at the amounts at which the securities were

required for certain sectors based on relative risk
acquired or sold, plus accrued interest. Securities pledged as

characteristics of the loan portfolio. The allowance recorded
collateral under these financing arrangements cannot be sold

for commercial loans is based on quarterly reviews of
or repledged by the secured party. The fair value of

individual credit relationships and an analysis of the
collateral received is continually monitored and additional

migration of commercial loans and actual loss experience.
collateral obtained or requested to be returned to the

The allowance recorded for homogeneous consumer loans is
Company as deemed appropriate.

based on an analysis of product mix, risk characteristics of
the portfolio, bankruptcy experiences, and historical losses,EQUITY INVESTMENTS IN OPERATING ENTITIES
adjusted for current trends, for each homogenous category

Equity investments in public entities in which ownership is or group of loans. The allowance is increased through
less than 20 percent are accounted for as available-for-sale provisions charged to operating earnings and reduced by net
securities and carried at fair value. Similar investments in charge-offs.
private entities are accounted for using the cost method. The Company also assesses the credit risk associated
Investments in entities where ownership interest is between with off-balance sheet loan commitments and letters of
20 percent and 50 percent are accounted for using the credit and determines the appropriate amount of credit loss
equity method with the exception of limited partnerships liability that should be recorded. The liability for off-
and limited liability companies where an ownership interest balance sheet credit exposure related to loan commitments
of greater than 5 percent requires the use of the equity is included in the allowance for loan losses.
method. If the Company has a voting interest greater than

Nonaccrual Loans Generally commercial loans (including50 percent, the consolidation method is used. All equity
impaired loans) are placed on nonaccrual status when theinvestments are evaluated for impairment at least annually
collection of interest or principal has become 90 days pastand more frequently if certain criteria are met.
due or is otherwise considered doubtful. When a loan is
placed on nonaccrual status, unpaid interest is reversed.LOANS
Future interest payments are generally applied against

Loans are reported net of unearned income. Interest income principal. Revolving consumer lines and credit cards are
is accrued on the unpaid principal balances as earned. Loan charged off by 180 days past due and closed-end consumer
and commitment fees and certain direct loan origination loans other than loans secured by 1-4 family properties are
costs are deferred and recognized over the life of the loan charged off at 120 days past due and are, therefore,
and/or commitment period as yield adjustments. generally not placed on nonaccrual status.

Commitments to Extend Credit Unfunded residential
Impaired Loans A loan is considered to be impaired when,

mortgage loan commitments entered into in connection with based on current information and events, it is probable that
mortgage banking activities are considered derivatives and the Company will be unable to collect all amounts due
recorded on the balance sheet at fair value with changes in (both interest and principal) according to the contractual
fair value recorded in income. All other unfunded loan terms of the loan agreement.
commitments are generally related to providing credit

Restructured Loans In cases where a borrower experiencesfacilities to customers of the bank and are not actively
financial difficulties and the Company makes certaintraded financial instruments. These unfunded commitments
concessionary modifications to contractual terms, the loan is
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EXHIBIT 31.1

CERTIFICATION PURSUANT TO
RULE 13a-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934

I, Jerry A. Grundhofer, Chief Executive Officer of U.S. Bancorp, a Delaware corporation, certify that:

(1) I have reviewed this annual report on Form 10-K of U.S. Bancorp;

(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

(4) The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

(b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation;

(c) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

(5) The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
fulfilling the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

/s / JERRY A. GRUNDHOFER

Jerry A. Grundhofer
Chairman, President and Chief Executive Officer

Dated: February 27, 2004
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EXHIBIT 31.2

CERTIFICATION PURSUANT TO
RULE 13a-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934

I, David M. Moffett, Chief Financial Officer of U.S. Bancorp, a Delaware corporation, certify that:

(1) I have reviewed this annual report on Form 10-K of U.S. Bancorp;

(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

(4) The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

(b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation;

(c) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

(5) The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
fulfilling the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

/s / DAVID M. MOFFETT

David M. Moffett
Chief Financial Officer

Dated: February 27, 2004
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EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, the
undersigned, Chief Executive Officer and Chief Financial Officer of U.S. Bancorp, a Delaware corporation (the ‘‘Company’’),
do hereby certify that:

(1) The Annual Report on Form 10-K for the year ended December 31, 2003 (the ‘‘Form 10-K’’) of the Company fully
complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Form 10-K fairly presents, in all material respects, the financial condition and
results of operations of the Company.

/s / JERRY A. GRUNDHOFER /s/ DAVID M. MOFFETT

Jerry A. Grundhofer David M. Moffett
Chief Executive Officer Chief Financial Officer

Dated: February 27, 2004
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Executive Officers

Jerry A. Grundhofer William L. Chenevich Edward Grzedzinski

Mr. Grundhofer is Chairman, President and Mr. Chenevich is Vice Chairman of U.S. Mr. Grzedzinski is Vice Chairman of U.S.

Chief Executive Officer of U.S. Bancorp. Bancorp. Mr. Chenevich, 60, has served as Bancorp. Mr. Grzedzinski, 48, has served as

Mr. Grundhofer, 59, has served as Vice Chairman of U.S. Bancorp since the Vice Chairman of U.S. Bancorp since July

President and Chief Executive Officer of merger of Firstar Corporation and 2001. He is Chief Executive Officer of NOVA

U.S. Bancorp and Chairman, President and U.S. Bancorp in February 2001, when he Information Systems, Inc., which he co-

Chief Executive Officer of U.S. Bank assumed responsibility for Technology and founded in 1991 and which became a wholly-

National Association since the merger of Operations Services. Previously, he served owned subsidiary of U.S. Bancorp in

Firstar Corporation and U.S. Bancorp in as Vice Chairman of Technology and connection with the acquisition of NOVA

February 2001. Mr. Grundhofer assumed Operations Services of Firstar Corporation Corporation in July 2001. Mr. Grzedzinski

the additional title of Chairman of from 1999 to 2001. Prior to joining Firstar assumed additional responsibility for

U.S. Bancorp on December 30, 2002. Prior he was Group Executive Vice President at Transaction Services in 2003. Mr. Grzedzinski

to the merger, Mr. Grundhofer was Visa International from 1994 to 1999. served as Chairman of NOVA Corporation

President and Chief Executive Officer of from 1995 until July 2001.Richard K. Davis
Firstar Corporation, having served as Mr. Davis is Vice Chairman of U.S. Joseph E. Hasten
Chairman, President and Chief Executive Bancorp. Mr. Davis, 46, has served as Vice Mr. Hasten is Vice Chairman of U.S.
Officer of Star Banc Corporation from Chairman of U.S. Bancorp since the merger Bancorp. Mr. Hasten, 52, has served as
1993 until its merger with Firstar of Firstar Corporation and U.S. Bancorp in Vice Chairman of U.S. Bancorp since the
Corporation in 1998. February 2001, when he assumed merger of Firstar Corporation and

Jennie P. Carlson responsibility for Consumer Banking, U.S. Bancorp in February 2001, when he

Ms. Carlson is Executive Vice President of including Retail Payment Solutions (card assumed responsibility for Corporate

U.S. Bancorp. Ms. Carlson, 43, has served services). Mr. Davis assumed additional Banking. Mr. Hasten assumed additional

as Executive Vice President, Human responsibility for Commercial Banking in responsibility for Corporate Payment

Resources since January 2002. Until that 2003. Previously, he had been Vice Systems in 2003. Previously, he had been

time, she served as Executive Vice Chairman of Consumer Banking of Firstar Vice Chairman of Wholesale Banking of

President, Deputy General Counsel and Corporation from 1998 until 2001 and Firstar Corporation, after joining

Corporate Secretary of U.S. Bancorp since Executive Vice President, Consumer Mercantile Bancorporation, a predecessor

the merger of Firstar Corporation and Banking of Star Banc Corporation from company, as President of its St. Louis bank

U.S. Bancorp in February 2001. From 1995 1993 until its merger with Firstar and of Corporate Banking in 1995.

until the merger, she was General Counsel Corporation in 1998. Lee R. Mitau
and Secretary of Firstar Corporation and Michael J. Doyle Mr. Mitau is Executive Vice President and
Star Banc Corporation, a predecessor Mr. Doyle is Executive Vice President and General Counsel of U.S. Bancorp.
company, as well as Senior Vice President Chief Credit Officer of U.S. Bancorp. Mr. Mitau, 55, has served in these
from 1994 to 1999 and Executive Vice Mr. Doyle, 47, has served in these positions positions since 1995. Mr. Mitau also serves
President from 1999 to 2001. since January 2003. Until that time, he as Corporate Secretary. Prior to 1995 he

Andrew Cecere served as Executive Vice President and was a partner at the law firm of Dorsey &

Mr. Cecere is Vice Chairman of U.S. Senior Credit Officer of U.S. Bancorp since Whitney LLP.

Bancorp. Mr. Cecere, 43, has served as Vice the merger of Firstar Corporation and David M. Moffett
Chairman of U.S. Bancorp since the merger U.S. Bancorp in February 2001. From 1999 Mr. Moffett is Vice Chairman and Chief
of Firstar Corporation and U.S. Bancorp in until the merger, he was Executive Vice Financial Officer of U.S. Bancorp.
February 2001. He assumed responsibility President and Chief Approval Officer of Mr. Moffett, 52, has served in these
for Private Client and Trust Services in Firstar Corporation, and had served as positions since the merger of Firstar
February 2001 and U.S. Bancorp Asset Senior Vice President of Firstar Corporation Corporation and U.S. Bancorp in February
Management in November 2001. and Star Banc Corporation, a predecessor 2001. Prior to the merger, he was Vice
Previously, he had served as Chief Financial company, since 1994. Chairman and Chief Financial Officer of
Officer of U.S. Bancorp from May 2000 Firstar Corporation, and had served as
through February 2001. Additionally, he Chief Financial Officer of Star Banc
served as Vice Chairman of U.S. Bank with Corporation from 1993 until its merger
responsibility for Commercial Services from with Firstar Corporation in 1998.
1999 to 2001, having been a Senior Vice

President of Finance since 1992.
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John F. Grundhofer1,6 Thomas E. Petry1,2,3Directors
Chairman Emeritus Retired Chairman and

U.S. Bancorp Chief Executive OfficerJerry A. Grundhofer1,6

Eagle-Picher Industries, Inc.Chairman, President and Delbert W. Johnson1,3,6

Cincinnati, OhioChief Executive Officer Vice President

U.S. Bancorp Safeguard Scientifics, Inc. Richard G. Reiten1,3,6

Wayne, Pennsylvania ChairmanLinda L. Ahlers1,2,3

Northwest Natural Gas CompanyPresident Joel W. Johnson4,5

Portland, OregonMarshall Field’s Chairman, President and

Minneapolis, Minnesota Chief Executive Officer Craig D. Schnuck3,4

Hormel Foods Corporation Chairman and Chief Executive OfficerVictoria Buyniski Gluckman3,4

Austin, Minnesota Schnuck Markets, Inc.Chairman, President and
St. Louis, MissouriChief Executive Officer Jerry W. Levin5,6

United Medical Resources, Inc. Chairman and Chief Executive Officer Warren R. Staley1,3,6

Cincinnati, Ohio American Household, Inc. Chairman and Chief Executive Officer

Boca Raton, Florida Cargill, IncorporatedArthur D. Collins, Jr.1,5,6

Minneapolis, MinnesotaChairman and Chief Executive Officer David B. O’Maley1,2,5

Medtronic, Inc. Chairman, President and Patrick T. Stokes1,2,5

Minneapolis, Minnesota Chief Executive Officer President and Chief Executive Officer

Ohio National Financial Services, Inc. Anheuser-Busch Companies, Inc.Peter H. Coors2,4

Cincinnati, Ohio St. Louis, MissouriChairman

Coors Brewing Company O’dell M. Owens, M.D., M.P.H.4,6 John J. Stollenwerk2,3

Golden, Colorado Healthcare Consultant President and Chief Executive Officer

Cincinnati, Ohio Allen-Edmonds Shoe CorporationJohn C. Dannemiller4,5

Port Washington, WisconsinRetired Chairman

Applied Industrial Technologies

Cleveland, Ohio

1. Executive Committee
2. Compensation Committee
3. Audit Committee
4. Community Outreach and Fair Lending Committee
5. Governance Committee
6. Credit and Finance Committee
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