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Corporate Profile

The merger of Firstar Corporation and U.S. Bancorp
has been completed, and the new company is now called U.S. Bancorp.
U.S. Bancorp common stock is traded on the New York Stock Exchange
under the ticker symbol USB. U.S. Bancorp has the capacity, capability,
resources and expertise to deliver the products and services our customers

want, when they want them and on their terms.

U.S. Bancorp is a multi-state financial holding company with headquarters
in Minneapolis, Minnesota. Since its merger with Firstar Corporation,
the new U.S. Bancorp is now the eighth largest financial holding company
in the United States with total assets in excess of $160 billion.

Through U.S. Bank, Firstar Bank and other subsidiaries, we serve more
than 10 million customers, principally in 24 states. We provide individuals,
businesses, institutions and government entities a comprehensive selection

of top quality financial products and services.

U.S. Bancorp, its full-service banks and its subsidiaries offer specialized
expertise and leadership in Consumer Banking, Commercial Banking,
Trust and Investment Services, Mortgage Banking, Payment Systems and
Insurance Services. Through U.S. Bancorp Piper Jaffray we offer full
securities brokerage services, asset management, equity capital, fixed

income capital and individual investment services.

We deliver these products and services through 2,239 U.S. Bank and
Firstar banking offices, loan and brokerage offices, hundreds of skilled
relationship managers, 5,143 ATMs, Internet Banking and Telephone
Banking,.

U.S. Bancorp ranks among the top performing U.S. financial holding
companies in terms of earnings per share growth, efficiency, return on

assets, return on equity and other key financial indicators.



SELECTETD FINANCIA

L DATA

(Dollars in Millions, Except Per Share Data) 2000 1999 1998 1997 1996
Condensed Income Statement
Net interest income (taxable-equivalent basis) . ... $6,135.0 $5932.7 $5676.2 $5532.0 $5,298.4
Merger and restructuring related gains .. ... .ov et — - — - 235.8
Securties gains, NEt .. ..o 8.1 13.2 29.1 7.3 18.7
Other NONINErESt INCOME . . . o oot e e e e e e e e, 48751 4,231.7 3,620.9 2,711.3 2,5613.5
Merger and restructuring related Charges . .. ... 348.7 532.8 593.8 633.0 192.4
Other NONINEIESt EXPENSE .+« v v e ettt ettt e 5,368.3 5,128.5 4.829.6 4,806.7 4.321.6
Provision for Credit I0SSES. . . . 828.0 646.0 491.3 639.9 429.9
INcome DEfore taxes . . ..o v 4,473.2 3,870.3 3,411.5 2,671.0 3,122.5
Taxable-equivalent adjustment .. ... 85.4 96.3 111.2 1211 121.0
INCOME TAXES « . . v v ettt et e e e e e 1,612.2 1,392.2 1,167.4 950.6 1,082.9
NETINCOME . ottt e e e $287566 $23381.8 $2,1329 $1,699.3 $1,918.6
Financial Ratios
Return on average assets . ... 1.81% 1.59% 1.49% 1.24% 1.57%
Return on average EgUItY . . ..o v v et 20.0 18.0 17.2 14.7 18.0
Net interest margin (taxable-equivalent basis). . ... 4.36 4.44 4.44 4,72 4.81
Efficiency ratio . ... 51.9 55.7 58.3 59.9 56.1
Banking efficiency ratio™ . ... ..o 46.8 52.0 56.1 59.5 55.7
Per Common Share
BEamings POr SNAIE . . ... $ 151 $ 1256 $ 112 $ 086 $ 102
Diluted €armings Per SNare . .. ..ot 1.50 1.23 1.10 .85 1.00
Dividends declared . .. ..o 65 4625 .33 27 21
Selected Financial Ratios Excluding Merger and Restructuring Related Items
Return on average assets . ... 2.03% 1.94% 1.91% 1.72% 1.73%
Return on average EgUILY . . ..o v vttt e 22.4 22.0 22.0 20.5 19.8
Efficiency ratio . ... 48.8 50.5 51.9 52.2 556.3
Banking efficiency ratio™ . ... .. 435 46.3 49.4 51.7 54.9
Average Balance Sheet Data
00BN e $118,317  $109,638  $102,451  $95149 $87,732
Loans held for sale . ... ..o 1,303 1,450 1,264 549 691
INVeStMENt SECUMHES . . . o .ot e e e 17,311 19,271 21,114 19,123 18,944
EamMING @SSEtS . . . vt 140,606 138,757 127,738 117,173 110,172
A S . 168,481 160,167 142,887 129,493 121,967
Noninterest bearnng AePOSIES . . . v v vt 23,820 23,656 23,011 20,984 19,881
DEPOSIES « . 103,426 99,920 98,940 93,322 89,786
Short-term DormowWINGS .« o oo 12,586 11,707 11,102 11,791 12,212
LoNg-term debt . . ..o 22,410 20,248 16,732 9,481 6,429
Total shareholders” eQUILY . . . ...ttt 14,365 13,221 12,383 10,882 10,659
Average shares outstanding . . . .« oo vt 1,906.0 1,907.8 1,898.8 1,841.0 1,861.6
Average diluted shares outstanding .. ...t 1,918.5 1,930.0 1,930.5 1,872.2 1,898.2
Year-end Balance Sheet Data
00BN $122,365  $113,229  $106,958  $99,029  $91,242
INVeStMENt SECUMHES . . . o .ot e e e 17,642 17,449 20,965 20,442 18,671
A S . e 164,921 154,318 160,714 137,488 126,610
DEPOSIES « . 109,535 108,417 104,346 98,323 93,811
Long-term debt . ... 21,876 21,027 18,679 13,181 6,796
Total shareholders” EQUILY . . . ... v oot 15,168 13,947 12,574 11,402 10,717
*Without investment banking and brokerage activity.
U.S. Bancorp 1



CONSOLIDATED B ALANCE S HEET

At December 31 (Dollars in Millions) 2000 1999
Assets
Cash and due from DANKS . . ..ottt $ 8475 $ 7,324
Money Market INVESIMENTS . . . ..ottt e et e e e e e 657 1,934
Trading @CCOUNT SECUMIES .+ . v v o e ettt ettt ettt e e e e e e e et et e e e e e e e ettt e e e e e et e 753 617
Investment securities
Held-to-maturity (fair value $257 and $200, reSPECVEIY) . . . . .ottt e e 252 194
AVaIADIE-TOr-SalE . . . o 17,390 17,255
L0aNS NEld fOr SAlE . . v 764 670
Loans
COMMEBITIAL .« . o ettt e e e e e e e 52,817 45,856
Commercial real BSTAIE . . . . oot 26,443 25,142
Residential MOMGAGES . .+« v v ettt e e e e e e e e 7,753 11,395
Rl . . o oo 35,352 30,836
Ot I0BNS o e 122,365 118,229
Less allowance for Credit I0SSES . . . ... 1,787 1,710
Nt 0ANS 120,578 111,519
Premises and EQUIDMENT . . ..ottt e e e e e e e e e e e e 1,836 1,865
Customers’ liability 0N BCCEPIANCES . . . v .\ttt ettt ettt e e e e e e e e 183 167
Goodwill and other INtaNGIDIE ASSELS . . . ... it ettt e 5,309 4,825
OHNEE @SSEIS . . . e ettt et e e 8,724 7,948
TOMAl BSOS o et $164,921 $154,318
Liabilities and Shareholders’ Equity
Deposits
NONINTEIEST-DEAMNG . .« « o e et et e e e e e e e e et e e e e $ 26,633 $ 26,350
1SS == T 68,177 66,731
Time deposits greater than $T00,000. . . . .ottt e e e e e 14,725 10,336
L 6= e =1 0711t 109,535 103,417
SNOM-EIM DOIMOWINGS « « .« ettt ettt e et e et et e e e e e e e e e e e e e e e e e e e e e 11,833 10,5658
LONG BN GBIt . ot e 21,876 21,027
Company-obligated mandatorily redeemable preferred securities of subsidiary trusts holding solely the junior subordinated
debentures Of The PareNt COMPDANY . . . v vttt ettt et e e e e e e e e et e e e e e e e e e e e 1,400 1,400
ACCERTANCES OUISTANAING .+« et ettt e et e e e e e e e e e e e e e e e e e 183 167
Other TAaDIlIES . .« .o e e e e 4,926 3,802
Total ADIHES . . .ot e 149,753 140,371
Shareholders’ equity
Common stock, par value $0.01 a share — authorized 2,000,000,000 shares; issued: 2000 — 1,943,541,593 shares;
1999 — 1,938,856,0071 SNAMES . . . vttt ettt et et e e e e e e e e e 19 19
(0721 v= IS o) 01 4,276 4,259
REt@iNEd BAMINGS .« . o ottt ettt ettt et e e e e e e e 11,658 10,050
Less cost of common stock in treasury: 2000 — 41,458,159 shares; 1999 — 10,346,823 shares . ................. (880) (224)
Other COMPIreNENSIVE INCOMIE . . o oottt ettt e et e e e e e e e e e e e e e e e e e e e e e 95 (167)
Total sharenolders” EQUITY . . . oottt e e e e e e e e 15,168 13,947
Total liabilities and sharehOlders’ EOUITY . . . v .o v v ettt et e e e e e e e e e e et e et e e $164,921 $154,318

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENT OF

INCOME

Year Ended December 31 (Dollars and Shares in Millions, Except Per Share Data) 2000 1999 1998
Interest Income
0= 0 $10,662.5 $ 9122.7 $ 8,818.3
Loans Neld fOr SAIE . . oottt 1021 103.9 91.9
Investment securities
TAXADIE ottt e 1,008.3 1,047.1 1,179.5
NON-EAXADIE . . . oot e et e et 140.6 150.1 168.2
Money market INVESIMENTS . . ... o e e 53.9 44,9 63.0
TradiNg SECUMIIES . . . o vttt ettt e e e e e e e e e 53.7 45.0 25.6
Other INTErESt INCOMIE .+ . .ottt et e et e e e e e e e e e e e e 151.4 113.0 88.2
Total INtEresSt INCOMIE . o oo et e e e e e e 12,072.5 10,626.7 10,424.7
Interest Expense
DBDOSIS v vttt e ettt e 3,618.8 2,970.0 3,234.7
SOM-1EIM DOMOWINGS &+« vt et e ettt ettt e e e e e e e e e e e e e e e e 781.7 582.4 594.7
LONG- e et o 1,610.4 1,126.9 926.5
Company-obligated mandatorily redeemable preferred securities of subsidiary trusts holding solely the junior
subordinated debentures of the parent CoOMPaNY ... ..ottt e e e e e 112.0 111.0 103.8
TOtal INTErEST EXDENSE . . o o oottt e e e e e e e e e e e e 6,022.9 4,790.3 4,859.7
NEtINTErEST INCOME « .« « oo e e e e e e e e e e 6,049.6 5,836.4 5,665.0
Provision for Credit I0SSES . . ..ottt et e e 828.0 646.0 491.3
Net interest income after provision for Credit I0SSES . ..ottt e e e 5,221.6 5,190.4 5,073.7
Noninterest Income
Credit card and payment ProCESSING MEVENUE . .+« v v v vttt et e e e et et et et e e e et e 9921 837.8 748.0
Trust and investment Management fTEES . . . ..ottt et e e e e e 926.2 887.1 788.3
DEPOSIT SEIVICE CRAIgES . . . v vttt e e e e e e e e e e e e e e e e e e e e e e 551.1 497.2 470.3
Cash MaNagEmMENTt fBES . . .ottt e e et e e e e 292.4 280.6 242.0
Mortgage Danking FEVENUE . . . . . oo vttt ettt e e e e et et e e e e e e e 189.9 190.4 244.6
Trading account Profits and COMMISSIONS . .+« . v vttt et et et e e e e e e e et e e e e ettt 258.4 222.4 130.3
Investment products fees and COMMISSIONS . . .. vttt ettt e e e e e e ettt e e et 466.6 450.8 306.9
INvestment DanKING TEVENUE . . . . .o oottt e e ettt e e e e et 360.3 246.6 100.4
Commercial ProdUCT TEVENUE . . . . .ottt et e e e e e e e e e e e e e e e e 304.4 215.7 121.9
SECUMIES QaINS, NEt L\ttt e e e 8.1 13.2 29.1
{60101 P 533.7 4081 468.2
Total NONINEErESt INCOMIE. .+« .« vt e e e e e e e e e 4,883.2 4,244.9 3,650.0
Noninterest Expense
SalAMES .« vttt et 2,427 1 2,355.3 2,196.7
Employee DENelits . . oo oo 399.8 4101 424.9
NET OCCUDANCY -« + vttt e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e 396.9 371.8 356.9
Fumiture and egUIDmMIENt . .. oo 308.2 307.9 314.1
PO G .« v e et 174.5 170.7 165.4
GO0 . e 242.8 17 177.2
Other INtaNGIDIE ASSELS . . . oottt e et e e e e 149.5 1621 124.6
Merger and restructuring related Charges . . ...ttt 348.7 532.8 593.8
O e e 1,269.5 1,182.9 1,079.8
Total NONINEEIESt EXPENSE . .« o vttt ettt e et e e e e e e ettt e e 5,717.0 5,661.3 5,423.4
INCOME DETOre INCOME TAXES . . . oottt ettt e et e e e e e e e e e e e e e 4,387.8 3,774.0 3,300.3
Applicable INCOME TAXES . . . ottt et e e e e e e e e 1,612.2 1,392.2 1,167.4
N NCOME « . v et ettt et e et e e e e e e e e e e e e $ 28756 $2381.8 $ 21329
EaMINGS DEI SNAIE . . . .t $ 151 % 1256 % 1.12
Diluted amMINGS PEI SNAIE . . . . v\ttt e et e et e e e e e e $ 150  $ 123  $ 1.10
AVErage COMMON SNAES .+ttt ettt et e et ettt e e e e e e e e e e e e e e e e e et e e 1,906.0 1,907.8 1,898.8
Average diluted COMMON SNAMES . . . .o\ttt et e e e e e e e e e e et e e e e e e 1,918.5 1,930.0 1,930.5
See Notes to Consolidated Financial Statements.
U.S. Bancorp 3



CONSOLIDATED S TATEMENT
O F S HAREHOLDERS"’ EQUITY
Other Total
Preferred Common Capital Retained Treasury Comprehensive Shareholders’
(Dollars in Millions) Stock Stock Surplus Eamings Stock Income Equity
Balance December 31,1997 .................... $56.3 $188 $39708 $ 74650 $ (175.0 $117.4 $11,402.3
NELINCOME . v v ettt e 2,132.9 2,132.9
Unrealized gain on securities available for sale . ......... 179.9 179.9
Reclassification adjustment for gains realized in net
MCOME . ettt e (34.0) (34.0)
INCOME tAXES ..ttt (52.6) (52.6)
Total comprehensive income .................. 2,226.2
Cash dividends declared on common stock............ (977.6) (977.6)
Cash dividends declared on preferred stock. ........... (1) (1)
Conversion of preferred stock into common stock. ... ... 5.3) 4.7 5 A
Issuance of common stock and treasury shares ........ 5 423.4 137.7 422.9 2.2 986.7
Purchase of treasury stock . ... (1,104.0) (1,104.0)
Purchase and retirement of common stock and treasury
SIOCK Lo (107.0) 106.7 (.3)
Shares reserved to meet deferred compensation
obligations « .« 9.1 (7.9 1.2
Amortization of restricted stock . ........ ... 37.7 37.7
ESOP debt reduction, net ............ ... .. ... .. ..... 1.8 1.8
Balance December 31,1998 .................... $ — $19.3  $4,338.7 $ 8,758.4 $ (755.4) $212.9 $12,573.9
NELINCOME .o v ettt 2,381.8 2,381.8
Unrealized loss on securities available for sale .......... (743.9) (743.9)
Reclassification adjustment for losses realized in net
NCOMIE . e vttt et et et e e 163.9 163.9
INCOME taXES vttt e 210.5 210.5
Total comprehensive income .................. 2,012.3
Cash dividends declared on common stock............ (1,090.8) (1,090.8)
Issuance of common stock and treasury shares ........ 2 213.8 1,377.0 1,691.0
Purchase of treasury stock ...l (1,187.9) (1,187.9)
Retirement of treasury stock . ......... ...l (1) (343.8) 344.0 A
Shares reserved to meet deferred compensation
oObligations « .« 2.1 2.0) A
Amortization of restricted stock .. ....... ... 47.8 47.8
Balance December 31,1999 .................... $ — $19.4  $4,2586 $10,049.4 $ (224.3) $(156.6) $13,946.5
NEetINCOME . ..o 2,875.6 2,875.6
Unrealized gain on securities available for sale .......... 436.0 436.0
Foreign currency translation adjustment . ............... (.5) (.5)
Reclassification adjustment for gains realized in net
MCOME . ettt e e e e (41.6) (41.6)
INCOME TAXES vt ottt et (141.8) (141.8)
Total comprehensive income .................. 3,127.7
Cash dividends declared on common stock............ (1,267.0) (1,267.0)
Issuance of common stock and treasury shares ........ (35.0) 534.9 499.9
Purchase of treasury stock ... (1,182.2) (1,182.2)
Shares reserved to meet deferred compensation
OblIgations .« . v v 8.5 8.5 —
Amortization of restricted stock . .......... ... ... 435 435
Balance December 31,2000 .................... $ — $19.4  $4,2756  $11,6680 $ (880.1) $ 9556 $15,168.4

See Notes to Consolidated Financial Statements.
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ONSOLIDATED STATEMENT
F

C
o) CASH FLOWS

Year Ended December 31 (Dollars in Millions) 2000 1999 1998
Operating Activities
NELINCOME o e e e e e e e e e e $ 28756 $2,381.8 $2,132.9
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for Credit I0SSES . . ..ottt 828.0 646.0 491.3
Depreciation and amortization of capitalized assets . ...t e 262.6 270.6 291.4
Amortization of goodwill and other intangibles . ... ..o 392.3 329.8 301.8
Provision for defermred INCOME TaXES . . . . oo e e e e e 3571 252.9 86.4
Net (increase) decrease N trading SECUNMHES . . ..ottt t et e e e (135.6) 65.6 (184.9)
(Gain)/loss on sale of securities and other assets, Net . . ... oo (47.3) 149.9 4.3
Mortgage loans originated for sale in the secondary market .. ....... ..o (5,563.3) 6,117.1) (8,303.1)
Proceeds from sale of Morgage 10aNnS. . . ..ottt s 5,475.0 7,229.3 7,009.8
Other assets and abiliies, NEL . .. ..o e (1.8) (242.2) (354.2)
Net cash provided by operating activities . . . ..o oottt 4,442.6 4,966.6 1,475.7
Investing Activities
Securities
SIS ot e 10,194.0 6,819.7 2,806.9
=L =T Y 2,127.7 5,290.7 7,692.8
PUICNASES . . oot (12,161.3) (9,135.8) (8,967.8)
Loans
SIS ottt 6,655.8 4,136.0 919.3
PUICNASES . oot (658.1) (254.6) (1,575.7)
Net increase N 10anNs OUISTANAINGS . .+« ¢ v vttt e e e e e e e e e (13,541.3) (9,002.3) (4,492.2)
Proceeds from sales of premises and equIDMENT . . . ..ottt 212.9 64.2 66.7
Purchase of premises and eqUIDMENT . .. ..ottt et e e e e e (382.8) (289.0) (370.7)
Acquisitions, net of cash aCqUIE . ... ...t et e e e e e s 840.9 (220.5) (65.0)
Divestitures Of DranChes . . .. ..ot e (78.2) (469.0) 16.3
Cash and cash equivalents of acquired sUDSIdIANES . . ... .o 63.5 462.4 —
BT, M. oot (289.1) (961.3) (149.2)
Net cash used in investing activities . .. ...t (7,016.0) (3,559.5) (4,208.6)
Financing Activities
Net change in
[T 111 Y 3,403.7 (3,034.9) 1,200.0
ShOM-tEM DOMOWINGS .+« e v et ettt e e e e e e e e e e e e et e e e e e e e et e e 702.1 544.9 (1,674.7)
Principal payments on 1ong-term debt. . . . ... (5,277.5) (5,708.1) (4,127.0)
Proceeds from long-term debt. . . ..o oo 5,862.7 8,067.5 9,213.6
Proceeds from issuance of COMMON SIOCK . . ...ttt 210.0 275.5 333.2
Issuance of Company-obligated mandatorily redeemable preferred securities of subsidiary trusts holding solely
the junior subordinated debentures of the parent CompPany ... ...ttt e — — 350.0
Repurchase of COMMON SIOCK. . . o e ettt (1,182.2) (1,187.9) (1,104.0)
Cash diVIAeNdS PaIA . . . ... (1,271.3) (1,029.7) (921.5)
[ 10 1 Y — — 1.2
Net cash provided by (used in) financing activities . ... ... oo 2,447.5 (2,070.7) 3,270.8
Change in cash and cash equIVaIEBNtS . . ..o oottt e et (125.9) (663.6) 537.9
Cash and cash equivalents at beginning Of Year . . ... ..ttt e e 9,257.5 9,921.1 9,383.2
Cash and cash equivalents at end Of Year . ... ... i $ 91316 $92575 $9,921.1
See Notes to Consolidated Financial Statements.
U.S. Bancorp 5



N OTES

T O
FINANCIA

m Significant Accounting Policies

U.S. Bancorp (the “Company”), formerly known as
Firstar Corporation, is the organization created by the
acquisition by Firstar Corporation (“Firstar”) of the
former U.S. Bancorp (“USBM”). The new Company
retained the U.S. Bancorp name. The Company is a
multi-state financial services holding company
headquartered in Minneapolis, Minnesota. The
Company provides a full range of financial services
including lending and depository services through
banking offices principally in 24 states. The Company
also engages in credit card, merchant, and ATM
processing, mortgage banking, insurance, trust and
investment management, brokerage, leasing and
investment banking activities principally in domestic
markets.

Basis of Presentation The consolidated financial
statements include the accounts of the Company and its
subsidiaries. The consolidation eliminates all significant
intercompany accounts and transactions. Certain items
in prior periods have been reclassified to conform to the
current presentation.

Uses of Estimates The preparation of financial
statements in conformity with generally accepted
accounting principles requires management to make
estimates and assumptions that affect the amounts
reported in the financial statements and accompanying
notes. Actual experience could differ from those
estimates.

BUSINESS SEGMENTS

Within the Company, financial performance is measured
by major lines of business based on the products and
services provided to customers through its distribution
channels. The Company has seven reportable operating
segments:

Consumer Banking delivers products and services to
the broad consumer market and small businesses
through banking offices, telemarketing, on-line services,
direct mail and automated teller machines (‘ATM?). It
encompasses community banking, metropolitan
banking, small business banking, consumer lending,
mortgage banking, ATM banking, workplace banking,

CONSOL
L STATEMENTS

I DATED

student banking, 24-hour phone banking, and
investment sales.

Payment Systems includes consumer and business
credit cards, corporate and purchasing card services,
consumer lines of credit, ATM processing and merchant
processing.

Wholesale Banking offers lending, depository,
treasury management and other financial services to
middle market, large corporate and public sector clients.

Private Client, Trust and Asset Management
provides mutual fund processing services and trust,
private banking and financial advisory services through
four primary businesses including: the Private Client
Group, Corporate Trust, Institutional Trust and
Custody and its Mutual Fund Services, LLC. The
business segment also offers investment management
services to several client segments including mutual
funds, institutional customers, and private asset
management.

Capital Markets engages in equity and fixed income
trading activities, offers investment banking and
underwriting services for corporate and public sector
customers and provides financial advisory services and
securities, mutual funds, annuities and insurance
products to consumers and regionally based businesses
through a network of brokerage offices.

Treasury manages the Company’s investment and
residential mortgage portfolios, funding, capital
management and asset securitization activities and the
interest rate risk position. It also includes the net effect
of transfer pricing related to loan and deposit balances.

Corporate Support primarily represents business
activities managed on a corporate basis including
income and expenses of enterprise-wide operations and
administrative support functions.

Segment Results Accounting policies for the lines of
business are the same as those used in preparation of
the consolidated financial statements with respect to
activities specifically attributable to each business line.
However, the preparation of business line results
requires management to establish methodologies to
allocate funding costs and benefits, expenses and other
financial elements to each line of business. For detail of
theses methodologies see “Basis of Presentation” on
page 6. Table 1 “Line of Business

U.S. Bancorp



Financial Performance” on page 46 provides details of
segment results. This information is incorporated by
reference into these Notes to the Consolidated Financial
Statements.

SECURITIES

Trading Account Securities Debt and equity securities

held for resale are classified as trading account securities
and reported at fair value. Realized and unrealized gains
or losses are recognized currently in noninterest income.

Available-for-Sale Securities These securities are not
trading account securities but may be sold before
maturity in response to changes in the Company’s
interest rate risk profile or demand for collateralized
deposits by public entities. They are carried at fair value
with unrealized net gains or losses reported within
comprehensive income in shareholders’ equity. When
sold, the amortized cost of the specific securities is used
to compute the gain or loss.

Held-to-Maturity Securities Debt securities for which the
Company has the positive intent and ability to hold to
maturity are reported at historical cost adjusted for
amortization of premiums and accretion of discounts.

LOANS

Loans are reported net of unearned income. Interest
income is accrued on the unpaid principal balances as
earned. Loan and commitment fees are deferred and
recognized over the life of the loan and/or commitment
period as yield adjustments.

Allowance for Credit Losses Management determines
the adequacy of the allowance based on evaluations of
the loan portfolio and related off-balance sheet
commitments, recent loss experience, and other
pertinent factors, including economic conditions. This
evaluation is inherently subjective as it requires
estimates, including amounts of future cash collections
expected on nonaccrual loans that may be susceptible to
significant change. The allowance for credit losses
relating to impaired loans is based on the loan’s
observable market price, the collateral for certain
collateral-dependent loans, or the discounted cash flows
using the loan’s effective interest rate.

The Company determines the amount of the
allowance required for certain sectors based on relative
risk characteristics of the loan portfolio and other
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financial instruments with credit exposure. The
allowance recorded for commercial loans is based on
quarterly reviews of individual loans outstanding and
binding commitments to lend and an analysis of the
migration of commercial loans and actual loss
experience. The allowance recorded for homogeneous
consumer loans is based on an analysis of product mix,
risk characteristics of the portfolio, fraud loss and
bankruptcy experiences, and historical losses, adjusted
for current trends, for each homogenous category or
group of loans. The allowance is increased through
provisions charged to operating earnings and reduced
by net charge-offs.

Nonaccrual Loans Generally commercial loans
(including impaired loans) are placed on nonaccrual
status when the collection of interest or principal has
become 90 days past due or is otherwise considered
doubtful. When a loan is placed on nonaccrual status,
unpaid interest is reversed. Future interest payments are
generally applied against principal. Revolving consumer
lines and credit cards are charged-off by 180 days and
closed-end consumer loans other than residential
mortgages are charged-off at 120 days past due and are,
therefore, not placed on non-accrual status.

Leases The Company engages in both direct and
leveraged lease financing. The net investment in direct
financing leases is the sum of all minimum lease
payments and estimated residual values less unearned
income. Unearned income is added to interest income
over the terms of the leases to produce a level yield.
The investment in leveraged leases is the sum of all
lease payments (less nonrecourse debt payments) plus
estimated residual values, less unearned income. Income
from leveraged leases is recognized over the term of the
leases based on the unrecovered equity investment.

Loans Held for Sale These loans are carried at the lower
of cost or market value as determined on an aggregate
basis by type of loan.

Other Real Estate Other real estate (“ORE”), which is
included in other assets, is property acquired through
foreclosure or other proceedings. ORE is initially
recorded at fair value and carried at the lower of cost
or fair value, less estimated selling costs. The property is
evaluated regularly and any decreases in the carrying
amount are included in noninterest expense.



DERIVATIVE FINANCIAL INSTRUMENTS

Interest Rate Swaps and Contracts The Company uses
interest rate swaps and contracts (forwards, options,
caps and floors) to manage its interest rate risk and as a
financial intermediary. The Company does not enter
into these contracts for speculative purposes. The
Company utilizes simulation modeling and analysis of
repricing mismatches to identify exposure to changes in
interest rates and assess the effectiveness of interest rate
swaps and contracts in reducing that risk. Interest rate
swaps and contracts are designated as hedges of assets
or liabilities and the Company evaluates the hedge
effectiveness of the derivative instruments relative to the
underlying hedged item on a regular basis. Income or
expense on swaps and contracts designated as hedges of
assets or liabilities is recorded as an adjustment to
interest income or expense. If the swap or contract is
terminated, the gain or loss is deferred and amortized
over the shorter of the remaining life of the swap or the
underlying asset or liability. If the hedged instrument is
disposed of, the swap or contract agreement is marked
to market with any resulting gain or loss included with
the gain or loss from the disposition.

The initial bid/offer spread on intermediated swaps
is deferred and recognized in trading account profits
and commissions over the life of the agreement.
Intermediated swaps and all other interest rate contracts
are marked to market and resulting gains or losses are
recorded in trading account profits and commissions.
The Company’s derivative trading activities are not
material to the consolidated financial statements; the
cash flows from these activities are included in
operating activities.

OTHER SIGNIFICANT POLICIES

Premises and Equipment Premises and equipment are
stated at cost less accumulated depreciation and
amortized primarily on a straight-line method.

Capital leases, less accumulated amortization, are
included in premises and equipment. The lease
obligations are included in long-term debt. Capitalized
leases are amortized on a straight-line basis over the
lease term and the amortization is included in
depreciation expense.

Capitalized Software Certain costs incurred in
connection with developing or obtaining software for
internal use are capitalized and amortized on a straight-
line basis over the estimated life of the software.

Mortgage Servicing Rights Mortgage servicing rights
associated with loans originated and sold, where
servicing is retained, are capitalized and included in
goodwill and other intangible assets in the consolidated

balance sheet. The value of these capitalized servicing
rights is amortized in proportion to, and over the period
of, estimated net servicing revenue and recorded in
noninterest expenses as amortization of intangible
assets. The carrying value of these rights is periodically
reviewed for impairment based on fair value. For
purposes of measuring impairment, the servicing rights
are stratified based on the underlying loan type and
note rate and compared to a valuation prepared based
on a discounted cash flow methodology, current
prepayment speeds and discount rate. Impairment is
recognized through a valuation allowance for each
impaired stratum and charged against amortization of
intangible assets.

Intangible Assets Goodwill, the price paid over the net
fair value of acquired businesses, is included in other
assets and is amortized over periods ranging up to

25 years. Other intangible assets, including core deposit
intangibles, are amortized over their estimated useful
lives, which range from seven to fifteen years, using
straight-line and accelerated methods. The recoverability
of goodwill and other intangible assets is evaluated if
events or circumstances indicate a possible inability to
realize the carrying amount. Such evaluation is based on
various analyses, including undiscounted cash flow
projections.

Income Taxes Deferred taxes are recorded to reflect the
tax consequences on future years of differences between
the tax bases of assets and liabilities and the financial
reporting amounts at each year-end.

Statement of Cash Flows For purposes of reporting cash
flows, cash and cash equivalents include cash and
money market investments defined as interest bearing
amounts due from banks, federal funds sold and
securities purchased under agreements to resell.

Stock-Based Compensation The Company grants stock
options for a fixed number of shares to employees and
directors with an exercise price equal to the fair value
of the shares at the date of grant. The Company
accounts for stock option grants in accordance with
APB Opinion No. 25, “Accounting for Stock Issued to
Employees,” and accordingly recognizes no
compensation expense for the stock option grants.

Per Share Calculations Earnings per share is calculated
by dividing net income (less preferred stock dividends)
by the weighted average number of common shares
outstanding during the year. Diluted earnings per share
is calculated by adjusting income and outstanding
shares, assuming conversion of all potentially dilutive
securities, using the treasury stock method. All per share
amounts have been restated for stock splits.
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m Accounting Changes

Accounting for Derivative Instruments and Hedging Activities SFAS 133, “Accounting for Derivative Instruments and
Hedging Activities,” and SFAS 138, “Accounting for Certain Derivative Instruments and Certain Hedging

Activities — an Amendment to FASB Statement No. 133,” establish accounting and reporting standards for derivative
instruments, including certain derivative instruments embedded in other contracts, and for hedging activities.

SFAS 133 requires that an entity recognize all derivatives as either assets or liabilities in the balance sheet and
measure those instruments at fair value. The changes in the fair value of the derivative are recognized currently in
earnings unless specific hedge accounting criteria are met. If the derivative qualifies as a hedge, the accounting
treatment varies based on the type of risk being hedged. The Company adopted SFAS 133 as of January 1, 2001.
Transition adjustments related to adoption resulted in an after-tax loss of approximately $4.1 million to net income
and an after tax increase of $5.2 million to other comprehensive income.

Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities SFAS 140, “Accounting
for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities,” established accounting and
reporting standards for sales and servicing of financial assets, securitization transactions and the extinguishment of
liabilities. The statement replaced SFAS 125 and provided clarification of issues related to qualified special purpose
entities and additional disclosures about securitizations and residual interests retained. SFAS 140 is effective for
transfers and servicing of financial assets and extinguishments of liabilities occurring after March 31, 2001.
Disclosures required for financial statements were effective for fiscal years ending after December 15, 2000.

m Business Combinations

On February 27, 2001, Firstar and USBM merged in a pooling-of-interests transaction and accordingly all financial
information has been restated to include the historical information of both companies. Each share of Firstar stock
was converted into and exchanged for one share of the Company’s common stock while each share of USBM stock
was converted into and exchanged for 1.265 shares of the Company’s common stock. The new Company retained
the U.S. Bancorp name.

On September 20, 1999, Firstar and Mercantile Bancorporation, Inc., merged in a pooling-of-interests
transaction and accordingly all financial information has been restated to include the historical information of both
companies. Each share of Mercantile Bancorporation stock was converted into and exchanged for 2.091 shares of
Firstar common stock.

On November 20, 1998, Firstar Corporation and Star Banc Corporation merged in a pooling-of-interests
transaction and accordingly all financial information has been restated to include the historical information of both
companies. Each share of Star Banc Corporation stock was converted into and exchanged for one share of new
Firstar common stock while each share of old Firstar Corporation stock was converted into and exchanged for .76
of a share of new Firstar common stock.
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Separate results of operations as originally reported on a condensed basis of Firstar, Star Banc Corporation,
Mercantile Bancorporation, Inc. and USBM, for the periods prior to the mergers were as follows:

Year Ended December 31

Six-Month Period
Ended June 30,

Nine-Month
Period Ended
September 30,

(Dollars in Millions) 2000 1999 1998 1999 1998
Net interest income
FrStar . $ 2,699 $ 2,643 $ 1,413 $ 739 $ 561
USBM .o 3,471 3,261 3,061 1,595 2,286
Mercantile Bancorporation, INnC. ... i — — 1,123 580 821
Star Banc Corporation .. ... — - — — 483
TOtal $ 6,170 $ 5904 $ 5597 $ 2914 $ 4,151
Net income
Firstar e $ 1,284 $ 875 3 430 $ 340 3 231
USBM . 1,592 1,507 1,328 741 978
Mercantile Bancorporation, INC. ... — — 375 239 285
Star Banc Corporation ... ..o — — — — 186
= $ 2,876 $ 2,382 $ 2,133 $ 1,320 $ 1,680
Total assets at period end
BrStar e $ 77,685 $ 72,788 $ 38,476 $ 38,137 $ 20,666
USBM . 87,336 81,5630 76,438 77,390 73,884
Mercantile Bancorporation, InC. ... o — — 35,800 35,620 34,597
Star Banc Corporation .. ... — — — — 17,291
Total $164,921 $164,318 $150,714 $151,047 $146,438

During the past three years, the Company has completed several strategic acquisitions to enhance its presence in

certain growth markets and businesses. The following table summarizes acquisitions by the Company and its
acquirees completed during the past three years, treating Star Banc Corporation as the original acquiring company:

Goodwill &
Other Accounting
(Dollars in Millions) Date Assets Deposits Intangibles Cash Paid Shares Issued Method
Scripps Financial Corporation .......... October 2000 $ 650 $ 618 $113 $ — 9,406,023 Purchase
Lyon Financial Services, Inc. ........... September 2000 1,289 — 124 307 — Purchase
Oliver-Allen Corporation ............... April 2000 280 — 34 — 3,343,026 Purchase
PeninsulaBank ........... ... . ... January 2000 491 452 71 — 5,112,684 Purchase
Western Bancorp ... November 1999 2,508 2,105 773 — 35,127,108 Purchase
Mercantile Bancorporation ............. September 1999 35,5620 24,334 - — 331,772,028 Pooling
Voyager Fleet Systems, Inc. ........... September 1999 43 — 25 27 — Purchase
Bank of Commerce .................. July 1999 638 529 269 — 11,749,269 Purchase
Mellon Network Services’ Electronic
Funds Transfer Processing Unit ... .. June 1999 — — 78 170 — Purchase
Libra Investments, Inc. ................ January 1999 33 — 4 — 1,299,604 Purchase
Northwest Bancshares, Inc............. December 1998 377 344 90 140 - Purchase
Firstar Corporation . .................. November 1998 20,688 14,660 - — 331,737,543 Pooling
First Financial Bancorporation .......... September 1998 558 478 — — 6,563,279 Pooling
Financial Services Corporation of the
Midwest . ... August 1998 514 414 - - 4,331,398 Pooling
Trans Financial, Inc. ........... ... ... August 1998 2,409 1,620 - — 32,100,000 Pooling
Cargill Leasing Corporation ............ July 1998 613 — 64 220 - Purchase
CBT Corporation .. ..., July 1998 1,006 696 — — 10,712,640 Pooling
Firstbank of lllinois Co. ...ooovvvioiit July 1998 2,285 1,970 — — 27,920,372 Pooling
Piper Jaffray Companies, Inc. .......... May 1998 1,272 — 5565 719 — Purchase
HomeCorp, Inc. ... March 1998 335 309 — — 1,787,303 Pooling
Horizon Bancorp, INC.. ..ol February 1998 537 454 - — 5,331,987 Pooling
Great Financial Corporation ............ February 1998 2,809 2,001 363 135 28,500,000 Purchase
Branches of:
FirstUnion ... o ... December 2000 424 1,779 359 342 — Purchase
BankOne ... June/August 1998 193 1,198 137 137 - Purchase
10 U.S. Bancorp



m Merger and Restructuring Charges

The Company recorded merger and restructuring charges of $348.7 million, $532.8 million and $593.8 million in
2000, 1999 and 1998, respectively. These charges were primarily related to the Company’s various acquisitions (see
Note 3) and included primarily severance and systems conversion costs. Merger and restructuring charges in 1998
includes $45.1 million of restructuring costs associated with Mercantile Bancorporation’s centralization, branch
closing and consolidation of operations effort prior to its acquisition by the Company. The components of the
charges are shown below:

(Dollars in Millions) Mercantile Firstar USBC* Other Total
2000

SEVEIANCE . . ettt e e e $ 43.0 $163 $ — $ 1 $ 59.4
SYSEMS CONVEISIONS . . ettt et e e e e e e e 116.2 19.0 — 59.3 193.5
Asset writedowns and lease terminations ... ...ttt 42.7 4.6 — — 47.3
Charitable contributioNS . . .. — - — 2.5 2.5
Other merger-related Charges . . . ...ttt e e e e 26.1 12.7 — 7.2 46.0
TOtal 2000 . . o $227.0 $626 $ — $691 $3487
1999

SBVEIANCE . . ettt e et et e $131.0 $106 $ 80 $ — $1496
SYSIEMS CONVETSIONS . .« ottt et e e e e e e e e e e e e e 19.5 78.9 4.4 29.7 132.5
Asset writedowns and lease terminations . ... ... 2 4.4 1.6 — 6.2
Charitable contributions . . .. 35.0 — — — 35.0
L0SS 0N 8ale Of SECUMIES . . . v\ttt 177.8 — — — 177.8
Other merger-related Charges . . ...ttt et e 46.0 2.0 18.6 (34.9) 31.7
Ot 1000 i $409.5 $959 $326 3 (52 $5328
1998

SEBVEIANCE . . .t ottt e $ - $800 $ — $631 31431
SYSIEMS CONVEISIONS . . v ettt e e e e e e e e e e e e e e e e e e e - 26.9 229.4 38.5 294.8
Asset writedowns and lease terminations .. ... — 44.4 — 20.0 64.4
Benefit curtallment gains . . ..o oot — — (25.6) — (25.6)
Charitable contributions . . .. . — 20.0 — 3.0 23.0
Other merger-related Charges . . ...ttt e e — 39.7 54.4 941
Ot 1008 o $ - $211.0 $203.8 $179.0 $593.8

* Represents the former U.S. Bancorp of Portland acquired in 1997 by USBM.

The Company determines merger-related charges and related accruals based on its integration strategy and
formulated plans. These plans are established as of the acquisition date and regularly evaluated during the
integration process.

Severance charges include the cost of severance, other benefits and outplacement costs associated with the
termination of employees primarily in branch offices and centralized corporate support and data processing
functions. The severance amounts are determined based on the Company’s existing severance pay programs and are
paid out over a benefit period of up to two years from the time of termination. The total number of employees
included in severance amounts were approximately 3,635 for USBC, 2,000 for Firstar, 2,400 for Mercantile and 520
for other acquisitions. The adequacy of the accrued severance liability is reviewed periodically taking into
consideration actual payments and remaining projected payment liabilities. Adjustments are made to increase or
decrease these accruals as needed. Reversals of expenses can reflect a lower utilization of benefits by affected staff,
changes in initial assumptions as a result of subsequent mergers and alterations of business plans.

Systems conversion costs are recorded as incurred and are associated with the preparation and mailing of
numerous customer communications for the acquisitions and conversion of customer accounts, printing and
distribution of training materials and policy and procedure manuals, outside consulting fees, and other expenses
related to system conversions and the integration of acquired branches and operations.

Asset writedowns and lease terminations represent lease termination costs and impairment of assets for
redundant office space, branches that will be vacated and equipment disposed of as part of the integration plan.

In connection with certain mergers, the Company has made charitable contributions at the time of merger to
reaffirm the Company’s commitment to a market or as part of specific conditions necessary to achieve regulatory
approval. These contributions are generally funded up-front and represent costs that would not have been incurred
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had the merger not occurred. Charitable contributions are charged to merger and restructuring expenses or

considered in determining the acquisition cost at the applicable closing date.

Other merger-related expenses are recorded as incurred and include investment banking fees, legal fees and stock

registration fees. The following table presents a summary of activity with respect to the merger and restructuring

related accruals:

(Dollars in Millions) Mercantile Firstar USBC Other Total
Balance at December 31, 1007 ... $ — $ — $183.0 $ 871 $276.1
Provision charged t0 operating BXPENSE . . ..o vttt — 211.0 203.8 179.0 593.8
Additions related to purchase aCquISItIONS . . . . . oottt — — — 56.3 56.3
GaSh OUHAYS « et — (78.7) (273.6) (161.0) (613.9)
Noncash writedowns and Other ... ... e — (7.1) (37.9) (14.4) (69.4)
Balance at December 31, 1998 .. ..ot — 1256.2 81.3 146.0 352.5
Provision charged to operating EXPENSE . . . oo vttt e e 409.4 95.8 32.6 (5.0 532.8
Additions related to purchase acquIsItioNS. . ..o vttt e — — — 70.2 70.2
GaSh OUHIAYS . . . e (182.8) (176.5) (36.0) (112.5) (607.8)
Noncash writedowns and Other . ... ..ot (27.7) (44.5) (28.2) (32.6) (133.0)
Loss 0N sale Of SECUMHES . ..o vttt (77.7) — — - (177.7)
Transfer of tax liabillty™ . .. ... — — (33.8) — (33.8)
Balance at December 31, 1900 . . . ... 21.2 — 16.9 66.1 108.2
Provision charged 10 operating eXPENSE . . v vttt e e e e e 227.0 52.6 — 69.1 348.7
Additions related to purchase acquISIioNS . . .« ..o vt — — — 46.0 46.0
CaSh OUHIAYS . . . e (197.9) (52.6) (11.2) (105.9) (367.6)
Noncash writedowns and Other ... ...t (60.3) — 4.7) (25.5) (80.5)
Balance at December 371, 2000 . ..ottt $ — $ - 8 — $ 498 $ 498

*The liability relates to certain severance related items.

The components of the merger related accrual were as follows:

December 31

(Dollars in Millions) 2000 1999
SEVETANCE .« v et vttt ettt e e e e $13.8 $ 558
Other employee-related COSES . . ..ottt et e e e e e e e 6.8 16.6
Lease termination and faCility COSIS . . . .ttt e e e e e e e 8.4 9.5
Contracts and SYStemM WIEOMS . . ... o e 7.4 6.4
(0= PP 13.4 14.9

o)=L $49.8 $108.2

The merger related accrual by significant acquisition was as follows:

December 31

(Dollars in Millions) 2000 1999
Piper Jaffray COMPANIES, INC. . . .. e e e e e e e $15.0 $ 1756
MVESEEIM BaANCOID . .« v vt ettt ettt et e e e e e e e e e e e e 5.1 20.8
Scripps FInancial Corporation. . . . .. oot ettt et e e e 4.6 -
Bank Of COMIMEICE . . . o oottt ettt e et e e e e e e e e e e e e e e e 4.1 7.5
PENINSUIE BaNK . .ot 3.0 —
Lyon FINaNCIal SENVICES, INC. . ..ot e e e e e et e e e e e e 2.7 —
Northwest BanCshares, INC. . . .. ... e e e e e e 2.3 3.5
USB O e — 156.9
Mercantile BanCOMDOTAtION . . . ..ttt e et e e e e e e e e e e e e e — 21.2
(@11 =Yoo U1 1111 o P 13.0 16.8

oAl e $498 $103.2

In connection with the merger of Firstar and USBM, management estimates the Company will incur pre-tax

merger related charges of approximately $970 million. These are currently estimated to include $188 million in

employee related costs, $327 million for conversions of systems and consolidation of operations, $104 million in

12
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occupancy and equipment charges (elimination of duplicate facilities and write-off of equipment), $178 million of
charges related to credit and other balance sheet restructuring activities and $173 million in other merger related
costs (including investment banking fees, legal fees and other transaction costs of $59 million and $76 million of
charitable contribution to foundations).

In addition to the estimated expenses of the Firstar and USBM merger, the Company expects to incur an
additional $101 million, pretax, of merger and restructuring related expenses primarily in 2001 as a result of prior
years’ acquisitions.

m Restrictions on Cash and Due from Banks

Bank subsidiaries are required to maintain minimum average reserve balances with the Federal Reserve Bank. The
amount of those reserve balances was approximately $389 million at December 31, 2000.

m Investment Securities

The detail of the amortized cost, gross unrealized holding gains and losses, and fair value of held-to-maturity and
available-for-sale securities at December 31 was as follows:

2000 1999
Gross Gross Gross Gross
Unrealized Unrealized Unrealized Unrealized
Amortized Holding Holding Fair Amortized Holding Holding Fair
(Dollars in Millions) Cost Gains Losses Value Cost Gains Losses Value
Held-to-maturity:
U.S. Treasuries and agencies ........... $ — $ — $— $ — $ — $— $ — 3 —
Mortgage-backed securities ............ 36 — — 36 45 — — 45
Obligations of state and political
subdivisions . ... 216 5 — 221 149 6 - 165
Total held-to-maturity securities . ......... $ 252 $ 5 $— $ 257 $ 194 $6 $ — $ 200
Availlable-for-sale:
U.S. Treasuries and agencies ........... $ 1,600 $ 27 $@ $ 1,624 $ 2,370 $14 $ @21 $ 2,363
Mortgage-backed securities ............ 11,800 128 (35) 11,893 9,625 29 (193) 9,461
Obligations of state and political
SUDAIVISIONS . o v e 2,370 41 2) 2,409 2,731 25 (18) 2,738
Other oo 1,472 21 (29) 1,464 2,777 4 (88) 2,693
Total available-for-sale securities ......... $17,242 $217 $69  $17,390 $17,503 $72 $(B20)  $17,255

Securities carried at $13.3 billion at December 31, 2000, and $10.7 billion at December 31, 1999, were pledged
to secure public, private and trust deposits and for other purposes required by law. Securities sold under agreements

to repurchase were collateralized by securities and securities purchased under agreements to resell with an amortized
cost of $1.0 billion and $1.2 billion at December 31, 2000, and 1999, respectively.

The following table provides information as to the amount of gross gains and (losses) realized through the sales
of available-for-sale investment securities. Included in the gross losses below for 1999 is $177.7 million related to the

Mercantile balance sheet restructuring. These losses were included in merger and restructuring related expense.

(Dollars in Millions) 2000 1999 1998
GIrOSS rEAIIZEA GAINS . . . v e ettt ettt et e e e e e e e e e e $23.1 $ 31.1 $36.4
GroSS IEAlIZEA I0SSES . . v vttt ettt e et e e (15.0) (195.6) (7.3)
Net realized gains (I0SSES) . . v vt vttt e e $ 81 $(164.5) $29.1
Income tax (benefit) on realized gains (I0SSES) . . ... vttt et et e $ 28 $ (57.9 $10.5
For amortized cost, fair value and yield by maturity date of held-to-maturity and available-for-sale securities
outstanding as of December 31, 2000, see Table 9 from which such information is incorporated by reference into
these Notes to Consolidated Financial Statements.
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Loans and Allowance for Credit Losses

The composition of the loan portfolio at December 31, 2000 was as follows:

(Dollars in Millions) 2000 1999
Commercial
COMMEICIAL .+ oo ettt e e e e e e e e e e e e e $ 47,041 $ 42,021
LeASE fINANCING .« . o o ettt et e 5,776 3,835
Total COMMEICIAL . . o ettt e e et e e e e e e e e e e e e e e e 52,817 45,856
Commercial real estate
COMMEICIAI MOMGATES .+« « v e v e et ettt et et e e e e e et e et e e e e e e e et e e e e e e e 19,466 18,636
Construction and developMENt . . ... 6,977 6,506
Total commercial real State. . . ... 26,443 25,142
Residential mortgages . .. ... .. ... 7,753 11,395
Retail
(7= 100 o 6,012 5,004
REtAII IBASING .+« v vt ettt e e e e e e 4,153 2,123
[T = = 25,187 23,709
TOTAl TTAI . .« vttt 35,352 30,836
TOMAIIOANS .« o v et $122,365 $113,229

Loans are presented net of unearned interest which amounted to $1.1 billion and $553.2 million at
December 31, 2000 and 1999, respectively. The Company had loans of $7.8 billion at December 31, 2000, and
$3.5 billion at December 31, 1999 pledged at the Federal Home Loan Bank (“FHLB”). Loans of $3.6 billion at
December 31, 2000, and $3.7 billion at December 31, 1999, were pledged by USBM at the Federal Reserve Bank.

The following table lists information related to nonperforming loans as of December 31.

(Dollars in Millions) 2000 1999
L0aNS 0N NONACCIUAL STAIUS . . .o ottt ettt e e e e e e e e e e e e e e e e e e e e e e e e $765.0 $518.0
ReNegOotiated [08NS . . . o .ottt — 2.0
Total NONPEMOMMING I0BNS . . . .\ttt e e e e e e e e e e e e e e e e $765.0 $520.0
Interest income that would have been recognized at original contractual terms .. ... .ot e 72.2 47.2
Amount recognized as INtErESt INCOME .+« o« vttt ettt e e e e e e e e e e e e e e e e e e et 21.4 177
FOMGONE TBVENUE . . . o et e e et e e e e e e e e e e e e e e e e e e e e e e $ 50.8 $ 295
Activity in the allowance for credit losses was as follows:
(Dollars in Millions) 2000 1999 1998
Balance at beginning Of YEar ... ...t $1,710.3 $1,705.7 $1,665.8
Add:

Provision charged t0 operating EXPENSE . .+« v« v vttt et e e 828.0 646.0 491.3
Deduct:

Loans Charged Off . . .o 1,017.6 902.8 773.7

Less recoveries Of loans charged Off ... ... o 192.2 230.2 228.5

Net l0ans Charged Off . . ... o e 825.4 672.6 545.2
ACQUISITIONS and OtNEr CRANGES . .« . ottt e e e e e e e et e e 74.0 31.2 93.8
Balance at end Of Vear ... ... $1,786.9 $1,710.3 $1,705.7
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A portion of the allowance for credit losses is allocated to loans deemed impaired. All impaired loans are included in

nonperforming assets. A summary of these loans and the related allowance for loan losses is as follows:

(Dollars in Millions)

Impaired Loans:

Valuation allowance required . ...t

No valuation allowance required . ... ...
Total Impaired 10anS. . ..ot

Average balance of impaired loans duringyear ...,

Interest income recognized on impaired loans during year . .. ........... ...

2000 1999 1998

Recorded Valuation Recorded Valuation Recorded Valuation
Investment  Allowance Investment  Allowance Investment Allowance
$198 $57 $ 22 $8 $ 45 $10
486 — 397 — 318 —
$684 $57 $419 $8 $363 $10

$526 $408 $362

7.8 3.3 4.6

Commitments to lend additional funds to customers whose loans were classified as nonaccrual or renegotiated at

December 31, 2000, totaled $22.3 million. During 2000, there were no loans that were restructured at market

interest rates and returned to a fully performing status.

Transfers and Servicing of Financial Assets

Receivable Sales When the Company sells receivables or
selected financial assets, it may retain interest-only
strips, servicing rights and/or other retained interests in
the receivables. The gain or loss on sale of the
receivables depends in part on the previous carrying
amount of the financial assets involved in the transfer,
allocated between the assets sold and the retained
interests based on their relative fair values at the date of
transfer. Market prices are used to determine retained
interest fair values when readily available. However,
quotes are generally not available for retained interests,
so the Company estimates fair value based on the
present value of future expected cash flows using
management’s best estimates of certain key assumptions
including credit losses, prepayment speeds, forward
yield curves and discount rates commensurate with the
risks involved. Retained interests recorded to date have
been valued using a discounted cash flow methodology.

At least quarterly, the Company revalues the
retained interests by obtaining market prices if available
or by calculating the present value of remaining cash
flows. When using a present value methodology, key
assumptions from the most recent valuation, including
asset specific characteristics, are reviewed for
appropriateness and updated as necessary.

The Company has established a securitization trust
which holds short-term commercial loans that were
originated by the Company. These loans totaled
$2.0 billion at December 31, 2000 and included net
sales of originated loans to the trust of approximately
$3.7 billion during 2000. The Company received
$18 million in servicing fee revenue from the trust

U.S. Bancorp

during 2000. Under a credit enhancement agreement
with the trust, the Company may repurchase assets or
provide alternative funding to the trust if the credit
quality of the assets held falls below certain levels. No
funding or repurchase of assets occurred during 2000.

The Company also established a securitization trust
which held credit card receivables originated by the
Company. This trust was terminated in December 2000
and $509 million of credit card receivables were
transferred from the trust to the Company in exchange
for the seller’s certificates held by the Company. During
the period in 2000 that the trust was in existence,
$665 million of credit card collections were reinvested
in the trust. The Company received $18 million in
servicing fee revenue from the trust in 2000 and
recorded a $2.2 million gain upon the termination of
the trust.

For the year ended December 31, 2000, the
Company sold $255.7 million of the U.S. government
guaranteed portions of loans originated under Small
Business Administration (SBA) programs, recognizing a
pre-tax gain on sale of $10.6 million. The SBA covers
losses occurring on these guaranteed portions.

Although the Company has no credit recourse
relating to these sales, it does continue to own a portion
of the non-guaranteed elements of the loans.

The Company continues to service the loans and is
required under the SBA programs to retain specified
yield amounts. A portion of the yield is recognized as
servicing fee income as it occurs, and the remainder is
capitalized as an excess servicing asset and is included
in the gain on sale calculation.
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Servicing Asset Position

SBA

(Bollars in Milions) Loans  of sale resulting from sales completed during 2000 were
Servicing assets at December 31, 1999 . ................... $4.3 as follows:
Servicing assets recognized during the period . ............... 4.0 000
AMOrtization ... (14 (Dollars in Millons) SBA Loans'
Servicing assets at December 31,2000 .................... $6.9 Fair value of assets recognized «.......c.oveeeneo... $7.9

Prepayment Speed” . . ..o e 21 CPR
No valuation allowances were required during 2000. Weighted average life (ears) . .. ... .vovvovroeeoo . 3.9
Servicing assets are reported in aggregate but measured Expected credit I0SSeS ..o ovv vt Not Applicable
on a transaction specific basis. Market values were DISCOUNE TS .+ v v 12%
determined using discounted cash flows, utilizing the Variable retumns to transferees ...................... Not Applicable
assumptions noted in the table below. Key economic 1. All loans were adjustable based on the Wall Street Journal Prime rate.

assumptions used in valuing servicing assets at the date

weighted average life calculated using the prepayment vector.

Residual Economic Assumptions and Adverse Changes

2. The Company used a prepayment vector based on loan seasoning for valuation.
The given speed was the effective prepayment speed that yields the same

The Company has retained interests on the following asset sales: $1.8 billion sale of indirect automobile loans on

September 24, 1999, $420 million sale of corporate and purchasing card receivables on February 27, 1997,
of SBA loans since 1988.

and sales

At December 31, 2000, key economic assumptions and the sensitivity of the current fair value of residual cash flows

to immediate 10 percent and 20 percent adverse changes in those assumptions were as follows:

Indirect Corporate

Automobile SBA Card

At December 31, 2000 (Dollars in Millions) Loans Loans'  Receivables®
Carrying amount/fair value of retained INTErestS . .. ..o $46.2 $4.2 $8.4
Weighted-average life (IN YEarS) ... ... e e e e 1.0 3.9 A
Prepayment speed assumption (annual rate)®* .. ... ... .. ... ... 15 ABS 21 CPR —
Impact on fair value of 10% adverse ChaNGE . . . ...ttt e e e e e e e $(.3) $(.3) —
Impact on fair value of 20% adVverse ChaNGE . . . . ..ottt e e e e e e e $(.7) $(.6) —
Expected credit losses (Cumulative) ......... .. ... . . . . . 1.6% — —
Impact on fair value of 10% adverse Change . . .. .o $(1.2) — —
Impact on fair value of 20% adverse Change . . . ..ot $(2.4) — —
Residual cash flows discountrate (annual) ... .......... . ... ... . ... .. ... .. ... ... 12.0% 12.0% —
Impact on fair value of 10% adverse ChaNGE . . . ...ttt et e e e e e e $(.6) $(.2) —
Impact on fair value of 20% adVverse ChaNGE . . . ...ttt e e et $(1.2) $(.3) —
Interest rates on variable and adjustable contracts .............. ... ... ... .. i NA NA —
Impact on fair value of 10% adverse Change . . ...t NA NA —
Impact on fair value of 20% adverse Change . . ... NA NA —

-

prepayment assumption.

. Credit losses are covered by the appropriate SBA loan program and are not included in retained interests. Principal reductions caused by defaults are included in the

2. Retained interest is effectively a single period receivable that is paid and renewed each month during the revolving period. Therefore, no assumptions are used in its estimate.

Losses are recognized in the period they occur.

3. The Company uses prepayment vectors based on loan seasoning for valuation. The given speed is the effective prepayment speed that yields the same weighted average life

calculated using the prepayment vector.
4. ABS is the absolute prepayment rate and is the auto industry’s standard measure of prepayment speed. CPR is the constant prepayment rate.

These sensitivities are hypothetical and should be used with caution. As the figures indicate, changes in fair value based on a 10 percent variation in assumptions generally cannot
be extrapolated because the relationship of the change in the assumptions to the change in fair value may not be linear. Also, in this table the effect of a variation in a particular
assumption on the fair value of the retained interest is calculated without changing any other assumption; however, changes in one factor may result in changes in another (for

example, increases in market interest rates may result in lower prepayments and increased credit losses), which might magnify or counteract the sensitivities.
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Other Information

The table below summarizes certain cash flows received from and paid to special purpose entities for the loan sales
described above:

Year Ended

December 31

(Dollars in Millions) 2000
Proceeds from NEW SAIES . . . ...ttt et e $3,966.3
Proceeds from corporate and credit card SeCUMtiZation” . .. .. ... .t 8,042.7
Reinvestment in corporate and credit card SecUrtization reCeivabIES? . . . .. ..o e e e (7,972.9)
SENVICING fEES TECEIVEA . . o o v ettt ettt e e e e et et e e e e e e e e e 52.9
Other cash flows received on retained INErESIS? . . .. .. .ottt e e e e e e e e e 34.2

Purchases of delinquent or fOreclosSed ASSELS . . ...ttt —

1. The corporate and credit card, securitizations are revolving transaction where proceeds are reinvested until its legal termination. The indirect automobile and SBA loan sales are
amortizing transaction where the cash flow is used to pay amounts due to investors.

2. This amount represents total cash flows received from retained interests by the Company other than servicing fees. Other cash flows include, for example, all cash flows from
interest-only strips and cash above the minimum required level in cash collateral accounts.

Quantitative information relating to loan sales and managed assets is given below:

December 31, 2000

Period Ended Year Ended
Total Principal Delinquent* Average Net Credit
Asset Type  (Dollars in Millions) Balance Balance Balance Loss
Commercial l0anS . . ...t $17,382 $ 50 $16,796 $ 46.3
Indirect automobile 10aNS . . ... 1,242 21 1,638 37.6
Guaranteed SBA 108NS . . ..ottt 828 I 689 —
Corporate card reCeivabIES ... ...ttt 815 27 968 8.6
Credit card reCeivabIes . . . ..ot 2,219 70 2000 96.2
Total 10aNS MANAGET . . . .\ v ettt e $22,486 $179 $22,081 $188.7
Less:
Loans sold Or SeCUMtiZEd .. ..o ottt 3,853 4,688
Loans held in portfolio . ... $18,633 $17,493
*Principal amount 60 days or more past due.
m Premises and Equipment
Premises and equipment at December 31 consisted of the following:
(Dollars in Millions) 2000 1999
AN e $ 2716 $ 282
BUIldiNgS and IMPIrOVEMENTS . . . oottt et e ettt e et e e e e e e e e e e e e e e e e 1,786 1,960
Furniture, fiXtUres and eQUIDMENT . . . ... 1,888 1,752
Capitalized buillding and eqUIDMENT IEASES . . .+« .« v vttt et e et et e e e e e e e 171 108
CONSIIUCHON N PIOGIESS . v v vttt ettt e e e et e e e e e e e e e e e et e e e e e e e e e et et e e e e e 48 46
4,169 4,148
Less accumulated depreciation and amortization . . ... ..ot 2,333 2,283
O Al o et e $1,836  $1,865
U.S. Bancorp 17



m Mortgage Servicing Rights

Changes in capitalized mortgage servicing rights are summarized as follows:

(Dollars in Millions) 2000 1999
Balance at beginning Of YEar . ... ... $213  $232
RIGNIS PUICNASEA . . o ottt et e et e e e e e e ettt e e e e e 16 1
RIgNIS CAPIANIZEA . . . o oo e 137 170
AN Oz 0N o o (35) (47)
RIONIS SOI . . ettt e (101) (144)
o= 2T P (1) -

Balance at end Of Vear . .. ... $229  $212

The fair value of capitalized mortgage servicing rights was $244.8 million on December 31, 2000 and
$269.1 million on December 31, 1999. At December 31, 2000, the reduction in the current fair value of mortgage
servicing rights to immediate 25 and 50 basis point adverse interest rate changes would be approximately
$11.2 million and $25.2 million, respectively. The Company has purchased principal-only securities that act as a
partial economic hedge to this possible adverse interest rate change. The Company serviced $17.0 billion and
$19.5 billion of mortgage loans for other investors as of December 31, 2000 and 1999, respectively.

m Intangible Assets

The following is a summary of intangible assets at December 31, which are included in the consolidated balance
sheet:

(Dollars in Millions) 2000 1999
GOOAWIIL .« . e e e e $4,312  $3,790
Core deposit DENEMILS . . . o e e 374 407
Morgage SErVICING MGNES . . o ..ttt e e e e e e e e e e e 229 212
Other identified INTANGIDIES . . . . . . e e e 394 416

Total INtANGIDIE BSSEIS . .. oottt et e e $5,309  $4,825
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m Short-Term Borrowings

The following table is a summary of short-term borrowings for the last three years:

2000 1999 1998
(Dollars in Millions) Amount Rate Amount Rate Amount Rate
At year end
Federal funds pUrCNased . ... ... $ 2,849 5.8% $ 5489  4.7% $ 4,749 47%
Securities sold under agreements to repurchase. . ..o e e 3,347 4.6 3,174 3.8 3,176 4.1
COMMENCIAl PADET .« « v e ettt e e e e e e e 223 6.4 170 4.7 182 5.5
Treasury, tax and 10an NOES ... oottt e 776 52 619 5.0 549 4.2
Other short-term DOMOWINGS . « .« .ottt e i 4,638 6.1 1,106 5.6 1,355 5.1
O Al $11,833 5.6% $10,558 4.6% $10,011 4.5%
Average for the year
Federal funds PUICNASEd . . ... e $ 5690 6.2% $ 5898 50% $ 4688 53%
Securities sold under agreements to repurchase. ... .ooovee i 3,028 4.8 3,128 4.0 3,275 4.5
COMMENCIAl PAPET . .« v et ettt e e e e 215 6.3 370 5.1 258 5.6
Treasury, tax and l0an NOES . ..ottt 912 6.1 577 4.5 761 52
Other short-term bomoOWINGS . « . ..o e e 2,741 7.7 1,734 6.9 2,120 6.8
o) = $12,586 6.2% $11,707 5.0% $11,102 5.4%
Maximum month-end balance
Federal funds pUChased ... ... $ 7,807 $ 7,080 $ 5,129
Securities sold under agreements to repurchase. ... .ovveee e 3,415 3,278 3,487
COMMENCIAl PADET .« « v e ettt et e et e e e e 300 397 324
Treasury, tax and 108N NOES .. ..ottt 3,578 1,435 1,667
Other short-term DOMOWINGS . « .. oottt e 4,920 4,945 2,670
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m Long-Term Debt

Long-term debt (debt with original maturities of more than one year) at December 31 consisted of the following:

(Dollars in Millions) 2000 1999

U.S. Bancorp (Parent Company)
Fixed-rate subordinated notes

7.825% AUE 2002 . .o ettt $ 150 $ 150
8.125% AUE 2002 . . .ottt 150 160
7.00% AUE 2003 . .ottt et e 150 160
B.025% AUE 20083 . . . ottt e 100 100
8.00% AUE 2004 . . .ttt e 125 125
7.825% AUE 2005 . .o ettt 150 160
B.75% AUB 2005 . . ettt 300 300
B.875% AUE 2007 . ..ttt e 250 250
7.30% AUE 2007 . .ottt e 200 200
7.50% AUE 2020 . .o e ettt e 200 200
7.25% AUE 2003 . ..ottt 32 32
Fixed-rate senior notes
B.35% AUE 2007 ettt 200 200
B.80% AUE 2007 ettt e 150 150
B.50% AUE 2002 . . ettt e e 199 199
B.875% AUE 2003 . . .ottt 100 100
7.050% AUE 2004 . ..ot 150 150
METIUM-TEIM NMOTES . . . .ottt ettt et et e e e e e e e e e e e 3,835 2,654
Capitalized lease obligations, mortgage indebtedness and Other . ... ... vt e 122 71
SUDTOTAL .« o e e 6,563 5,331
Subsidiaries

Fixed-rate subordinated notes

B.00% AU 2008 . . . ettt e e 100 100
T7.05% AUE 2004 . . et 100 100
8.35% AU 2004 . . .ttt 100 100
7.30% AUE 2005 . ..ttt e e 100 100
B.875% AUE 2000 . . .o ettt et e e 125 125
B.50% AUE 2008 . . ..ttt e e e 300 300
B.30% AUE 2008 . . ..ttt e e e e 300 300
5.70% AUE 2008 . . ..ttt e 400 400
B.375% AUE 2004 . . .ottt 75 75
B.375% AUE 2004 . . .ottt 149 149
B.825% AUE 2000 . . . v ettt et e 99 99
T7.025% AUE 2009 . ..ot e 495 495
7.80% AUE 2070 ettt et e 299 —

Fixed-rate senior notes
B.25% AU 2002 . . .ttt e 249 249
T7.08% AUB 2000 ... e ettt e e — 25
Federal Home Loan Bank adVANCES .. .. ...ttt e e e e e e e 2,753 3,946
BN MO et 9,051 8,459
Euro medium-term notes due 2004 . . . ... 400 400
Floating-rate Notes due 2000 . .. .ottt e e e e e e - 250
Capitalized lease obligations, mortgage indebtedness and other ... ... 218 24
oAl et e $21,876  $21,027

Medium-term notes (“MTNs”’) outstanding at December 31, 2000, mature from January 2001 through
December 2004. The MTNs bear fixed or floating interest rates ranging from 5.80 percent to 7.50 percent. The
weighted average interest rate of MTNs at December 31, 2000, was 6.82 percent. Federal Home Loan Bank
advances outstanding at December 31, 2000, mature from 2001 through 2026. The advances bear fixed or floating
interest rates ranging from 4.99 percent to 8.25 percent. The Company has an arrangement with the FHLB whereby
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based on collateral available (residential and commercial mortgages), the Company could have borrowed an
additional $13.0 billion at December 31, 2000. The weighted average interest rate of FHLB advances at
December 31, 2000, was 6.45 percent. Bank notes outstanding at December 31, 2000, mature from January 2001
through 2005. The notes bear fixed or floating interest rates ranging from 5.25 percent to 7.02 percent. The

weighted average interest rate of Bank notes at December 31, 2000, was 6.73 percent. Euro medium-term notes

outstanding at December 31, 2000, bear floating rate interest at three-month LIBOR plus .15 percent. The interest

rate at December 31, 2000, was 6.95 percent.

The Company has a line of credit of $200 million, of which the total amount was available at December 31,

2000.

Maturities of long-term debt outstanding at December 31, 2000, were:

Parent
(Dollars in Millions) Consolidated ~ Company
200 e $ 7,732 $1,422
2002 e 4,551 1,468
2008 e 2,804 1,541
200 2,069 932
200D 1,426 457
1815 i P 3,294 743
Ol ot $21,876 $6,563

m Company-obligated Mandatorily Redeemable Preferred Securities of Subsidiary
Trusts Holding Solely the Junior Subordinated Debentures of the Parent Company

The Company issued $1.4 billion of company-obligated
mandatorily redeemable preferred securities of
subsidiary trusts holding solely the junior subordinated
debentures of the parent company (the “Trust Preferred
Securities”) through six separate issuances by six
wholly-owned subsidiary grantor trusts (the “Trusts™).
The Trust Preferred Securities accrue and pay
distributions periodically at specified rates as provided
in the indentures. The Trusts used the net proceeds from
the offerings to purchase a like amount of Junior
Subordinated Deferrable Interest Debentures (the
“Debentures”) of the Company. The Debentures are the
sole assets of the Trusts and are eliminated, along with
the related income statement effects, in the consolidated
financial statements.

The Company’s obligations under the Debentures
and related documents, taken together, constitute a full
and unconditional guarantee by the Company of the
obligations of the Trusts. The guarantee covers the

distributions and payments on liquidation or
redemption of the Trust Preferred Securities, but only to
the extent of funds held by the Trusts.

The Trust Preferred Securities are mandatorily
redeemable upon the maturity of the Debentures, or
upon earlier redemption as provided in the indentures.
The Company has the right to redeem the Debentures in
whole, (but not in part), on or after specific dates, at a
redemption price specified in the indentures plus any
accrued but unpaid interest to the redemption date. The
Trust Preferred Securities are redeemable in whole or in
part in 2003, 2006 and 2007 in the amounts of
$350 million, $750 million and $300 million,
respectively.

The Trust Preferred Securities qualify as Tier I
capital of the Company for regulatory capital purposes.
The Company used the proceeds from the sales of the
Debentures for general corporate purposes.

The following table is a summary of the Trust Preferred Securities as of December 31, 2000:

Issuance Debenture Rate Rate at Maturity Redemption
Issuance Trust (Dollars in Millions) Date Amount Type 12/31/00 Date Date
USB Capital Il ... 03/1998 $350 Fixed 7.20%  04/2028  04/01/2003
USB Capital | . 12/1996 300 Fixed 8.27% 12/2026  12/15/2006
FBS Capital I . 11/1996 300 Fixed 8.09% 11/2026  11/15/2006
Star Capital I .. 06/1997 150 Variable 7.35%  06/2027  06/15/2007
Firstar Capital Trust 1. ..o e e 12/1996 150 Fixed 8.32%  12/2026  12/15/2006
Mercantile Capital Trust | .. ... 02/1997 150 Variable 7.61%  02/2027  02/01/2007
Note: The variable rate Trust Preferred Securities re-price quarterly.
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m Shareholders’ Equity

At December 31, 2000 and 1999, the Company had
authority to issue 2.0 billion shares of common stock
and 10 million shares of preferred stock. The Company
had 1,902.1 million and 1,928.5 million shares of
common stock outstanding at December 31, 2000 and
1999, respectively. At December 31, 2000 the Company
had 207.2 million shares of common stock reserved for
future issuances. These shares are primarily reserved for
stock option plans, dividend reinvestment plans and
deferred compensation plans. In connection with the
merger of Firstar and USBM, the number of authorized
common shares for U.S. Bancorp was increased from 2
billion to 4 billion effective February 27, 2001.

Under the U.S. Bancorp Preferred Share Purchase
Rights Plan each share of common stock carries a right
to purchase one one-thousandth of a share of preferred
stock. The rights become exercisable in certain limited
circumstances involving a potential business
combination transaction or an acquisition of shares of
the Company and are exercisable at a price of $100 per
right, subject to adjustment. Following certain other
events, each right entitles its holder to purchase for
$100 an amount of common stock of the Company, or,
in certain circumstances, securities of the acquiror,
having a then-current market value of twice the exercise
price of the right. The rights are redeemable and may be
amended at the Company’s option before they are
exercisable. Until a right is exercised, the holder or a
right has no rights as a shareholder of the Company.
The rights expire on February 27, 2011.

The Company issued 18.2 million and 47.8 million
shares of common stock with an aggregate value of
$.3 billion and $1.3 billion in connection with purchase
acquisitions during 2000 and 1999, respectively.

On February 16, 2000, USBM’s Board of Directors
authorized the repurchase of up to $2.5 billion of its
common stock over a two-year period ending
March 31, 2002. This USBM repurchase program
replaced a program which was scheduled to expire on
March 31, 2000. On April 11, 2000, Firstar’s Board of
Directors approved a common stock repurchase
program of 100 million shares. The stock repurchase
programs of Firstar and USBM were rescinded on
October 4, 2000 and January 17, 2001, respectively, in
connection with the planned merger of the formerly
separate companies.
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The following table summarizes the Company’s
common stock repurchases for each of the last three

years:

(Dollars and Shares in Millions) Number of Shares Value
2000 .t 58.6 $1,182.2
1999 . 44.5 1,187.9
1908 L 37.0 1,104.0

USBM offered employees and directors an
Employee Stock Purchase Plan (“ESPP”) that permitted
all eligible employees with at least one year of service
and directors to purchase common stock (see Note 17).
In connection with the planned merger with Firstar, the
ESPP was terminated effective October 13, 2000.

USBM’s Dividend Reinvestment Plan providing for
automatic reinvestment of dividends and optional cash
purchases was suspended on November 9, 2000,
following the announcement of the definitive agreement
to merge with Firstar.

A reconciliation of the transactions affecting Other
Comprehensive Income included in shareholders’ equity
for the years ended December 31, is as follows:

(Dollars in Millions) Pre-tax Tax-effect Net-of-tax
2000
Unrealized gain on securities
available forsale . ............. $ 436.0 $(157.8) $278.2
Reclassification adjustment for
gains realized in net income .. .. (41.6) 15.8 (25.8)
Foreign currency translation
adjustment ....... ... ... (.5) 2 (.9)
Total oo $393.9 $(141.8) $ 2521
1999
Unrealized loss on securities
available forsale . ............. $(743.9) $268.2 $(475.7)
Reclassification adjustment for
losses realized in net income . .. 163.9 (57.7) 106.2
Total ..o $(680.0) $21056 $(369.5)
1998
Unrealized gain on securities
available forsale . ............. $179.9 $ (64.8) $115.1
Reclassification adjustment for
gains realized in net income . . .. (34.0) 12.2 (21.8)
Total o $145.9 $ (52.6) $ 933
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m Earnings Per Share

The components of earnings per share were:

(Dollars in Millions, Except Per Share Data) 2000 1999 1998
NELINCOME e e e e e e $2,8756 $2,381.8 $2,132.9
Adjustments to net income:

Dividends on Preferred StOCK . ...ttt e e e s — - (1)
Net income applicable to commON SNArENOITETS . . . ...ttt e $2,8756  $2,381.8 $2,132.8
Weighted average shares outstanding: (in millions)

COMMON SNAMES « .+« vttt ettt et e e et e e e e e e e e e e e e e e 1,906.0 1,907.8 1,898.8
Net effect of the assumed purchase of stock based on the treasury stock method:

Preferred Shares . . . ..o — — 6

Options and StOCK PIANS . . . v v ettt e e e e e e e 12.5 22.2 31.1
Dilutive common shares OULSTANAING . . . o« v ottt e e e e e e e e e e e e e e e 1,918.5 1,930.0 1,930.5
Eaming per share:

BaSIC oot $1.51 $1.25 $1.12

110 =T $1.50 $1.23 $1.10

Employee Benefits

Retirement Plans Pension benefits are provided to
substantially all employees based on years of service and
employees’ compensation while employed with the
Company. Employees are fully vested after five years of
service. The Company’s funding policy is to contribute
amounts to its plans sufficient to meet the minimum
funding requirements of the Employee Retirement
Income Security Act of 1974, plus such additional
amounts as the Company determines to be appropriate.
The actuarial cost method used to compute the pension
liabilities and expense is the projected unit credit
method. Prior to their acquisition dates, employees of
certain acquired companies were covered by separate,
noncontributory pension plans that provided benefits
based on years of service and compensation. Plan assets
primarily consist of listed stocks, corporate bonds, U.S.
Treasury and Agency securities, and mutual funds.

The Company also maintains several unfunded,
nonqualified, supplemental executive retirement

U.S. Bancorp

programs that provide additional defined pension
benefits for certain employees. The assumptions used in
computing the present value of the accumulated benefit
obligation, the projected benefit obligation and net
pension expense are substantially consistent with those
assumptions used for the funded qualified plans.

Other Postretirement Plans In addition to providing
pension benefits, the Company provides health care and
death benefits to certain retired employees. Employees
may become eligible for health care benefits by meeting
defined age and service requirements. The Company
may also subsidize the cost of coverage for employees
meeting certain requirements. The plan contains other
cost-sharing features such as deductibles and
coinsurance. The estimated cost of these retiree benefit
payments is accrued during the employees’ active
service.
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Information presented in the tables below reflects a measurement date of September 30

forth the components of net periodic benefit cost for the retirement plans.

Pension Plans

. The following table sets

Other Postretirement Benefits

(Dollars in Milions) 2000 1999 1998 2000 1999 1998
Components of net periodic benefit cost
SEIVICE COSE .+ v vttt et et et e $ 654 $ 70.1 $ 684 $ 20 $ 38 $ 3.1
INTErESt COST .« vt e 117.3 107.1 109.3 16.3 16.5 16.4
Expected retum on plan assets .. ... (201.6) (177.5) (145.5) (.6) (.5) (.4)
Net amortization and deferral ... (13.2) 1.3 6.6) 2 2.0 3.0
Recognized actuarial 10SS . ... e 1.9 1.9 (1.4) 2 —
Net periodic benefit cost . ....... .. (31.4) 2.9 27.5 16.5 22.0 22.1
Curtailment and settlement (gains) losses . ...t (17.0) 6.2) (22.6) 10.3 — 13.9
Net periodic benefit cost after curtailment and settlement (gains) . .. .. .. $ (48.4) $ (3.3 $ 49 $26.8 $22.0 $36.0
The following tables summarize benefit obligation and plan asset activity for the retirement plans.
Other
Pension Plans Postretirement Plans
(Dollars in Milions) 2000 1999 2000 1999
Change in benefit obligation
Benefit obligation at beginning of measurement period ... $1,580.3 $1,653.0 $225.0 $251.3
SEIVICE COSE o vttt e e e e 65.4 70.1 2.0 3.8
INErEST COST . o ettt e e 117.4 1071 16.3 16.5
Plan participants’ contributions . .. ...t — — 6.8 3.1
Plan amendments . . ... — 23.4 — (10.9)
Actuarial (Qain) I0SS . . v ettt A (144.3) 19.8 (18.7)
Acquisitions and special termination benefits . . ... ..o — 1.9 — 2.9
Benefit PAYMENLS ..\ttt (111.8) (92.0) (25.8) (23.0)
CURAIMENTS . o e e (4.4) (4.0 — —
S EMIENES . . ettt (51.6) (34.9) — -
Benefit obligation at end of measurement period . ....... ... $1,695.4 $1,580.3 $ 2441 $225.0
Change in fair value of plan assets
Fair value at beginning of measurement period . ... $1,985.3 $1,808.0 $ 13.4 $ 11.2
Actual return ON Plan aSSELS . ..o v vt 443.7 220.3 9 .6
Employer CoONtriDULIONS . . . ..ot e e 18.9 76.0 18.8 15.3
Plan participants’ contributions . ... ..o oot — - 6.8 3.1
ACQUISIION/AIVESHIIUIES . . o oo 1.1 7.9 — —
et EmMENtS o (51.6) (34.9) — —
Benefit PAYMENLS . ..ottt (111.7) (92.0) (18.1) (16.8)
Fair value at end of measurement period. ... ... $2,285.7 $1,985.3 $ 21.8 $ 134
Funded status
Funded status at end of measurement period. . . ...t $ 690.3 $ 405.0 $(222.3) $(211.6)
Unrecognized transition (asset) obligation. . ... ... (1.8) 6.3) 9.0 20.3
Unrecognized prior SENVICE COSE . ..ottt (87.6) 97.9) (7.8) (8.4)
Unrecognized Net (QaIN) . ..o v v (338.6) (103.0) (7.6) (28.7)
Fourth quarter ContribUtioN . . . ..o 1.2 7 14.2 11.4
Net amount reCogNIZEd . ... $ 2635 $ 1985 $(214.5) $(217.0)
Components of Balance Sheet
Prepaid benefit COSt ... ..o $ 433.1 $ 351.6 $ — $ —
Accrued benefit lability . . . . ..o (169.6) (163.1) (214.5) (217.0)
Net amount reCOgNIZEA . . . vttt et e e e e e $ 2635 $ 1985 $(214.5) $(217.0)
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The following table sets forth the weighted average plan assumptions and other data:

USBM Firstar
2000 1999 1998 2000 1999 1998
Pension Plan Actuarial Computations
Discount rate in determining benefit obligations ... ................ 7.8% 7.5% 6.5% 7.75% 6.58% 6.59%
Expected long-term retum on planassets ... 9.5 9.5 9.5 12.15 11.38 9.62
Rate of increase in future compensation ........................ 5.6 5.6 5.6 4,00 4.06 4.34
Other Postretirement Plan Actuarial Computations
Discount rate in determining benefit obligations . .................. 7.8% 7.5% 6.5% 7.75% 6.75% 6.49%
Expected long-term retum on plan assets .............oo ol 5.0 5.0 5.0 * * *
Health care cost trend rate
Priorto age 85 ...t 7.7 7.0 7.0 7.50 7.66 8.06
After age B5 ..o 7.7 5.5 6.4 7.50 7.66 8.06
Effect of One Percent Increase in Health Care Cost Trend Rate
Service and INterest COSES ... vv v vt $ 1.0 $ 13 $ 1.2 $ 4 $ 4 $ 3
Accumulated postretirement benefit obligation . ............ ... ... 13.1 12.4 131 5.2 4.0 4.7
Effect of One Percent Decrease in Health Care Cost Trend Rate
Service and interest CoStS .. ..o $ (9 $ (1.0 $ (1.0 $ (4 $ (4 $ (3
Accumulated postretirement benefit obligation . ............. ... ... (11.6) (10.9) (11.8) (4.6) (3.6) 4.1)
* The Firstar Plan had no assets as of December 31, 2000, 1999 and 1998.
The following table provides information for pension invested, at the employees’ direction, among a variety of
plans with benefit obligations in excess of plan assets: investment alternatives. Total expense was
(Dollars in Milions) 2000 1999 $53.6 million, $57.3 million and $37.1 million in 2000,
1999 and 1998, respectively.
Benefit obligation .. ... $216.5  $189.8
Accumulated benefit obligation .................. 193.9 166.0

Employee Stock Purchase Plan The ESPP of USBM
permitted all eligible employees with at least one year of
service and directors to purchase common stock. Plan

Fair value of plan assets. ....................... — —

Employee Investment Plan The Company has defined participants could purchase stock for 85 percent of the
contribution retirement savings plans which allow fair market value, which is based on the price at the
qualified employees, at their option, to make beginning or the end of the purchase period, whichever
contributions up to certain percentages of pre-tax base is lower. Any discount was determined by a committee
salary through salary deductions under Section 401 (k) of the Board of Directors. In 2000 and 1999, the

of the Internal Revenue Code. A portion of these purchase price was 85 percent of the fair market value.
contributions is matched by the Company. All of the The plan resulted in no compensation expense to the
Company’s matching contributions are invested in the Company. Due to the merger with Firstar, the ESPP was
Company’s common stock. Employee contributions are terminated effective October 13, 2000.

(WD Stock Options and Compensation Plans

Stock Option and Compensation Plans As part of its common stock which are subject to restriction on
employee and director compensation programs, the transfer and to a right of repurchase by the Company.
Company may grant certain stock awards under the With respect to stock option and stock

provisions of existing stock option and compensation compensation plans, the Company has elected to follow
plans. The Company has stock options outstanding Accounting Principles Board Opinion No. 25,

under various plans at December 31, including plans “Accounting for Stock Issued to Employees”

assumed in acquisitions. The plans provide for grants of (““APB 25”) in accounting for its employee stock
options to purchase shares of common stock generally incentive and purchase plans. Under APB 25, because
at the stock’s fair market value at the date of grant. In the exercise price of the Company’s employee stock
addition, the plans provide for grants of shares of options equals the market price of the underlying stock
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on the date of grant, no compensation expense is
recognized. On the date exercised, if new shares are
issued, the option proceeds equal to the par value of the
shares are credited to common stock and additional
proceeds are credited to capital surplus. If treasury
shares are issued, the option proceeds equal to the
average treasury share price are credited to treasury
stock and additional proceeds are credited to capital
surplus.

Options granted are generally exercisable up to ten
years from the date of grant and vest over three to five
years. Restricted shares vest over three to seven years.
The vesting of certain options and restricted shares
accelerate based on growth in diluted operating earnings
per share and on the performance of the Company in
comparison to performance of a predetermined group of
regional banks. Compensation expense for restricted
stock is based on the market price of the Company

stock at the time of the grant and amortized on a
straight-line basis over the vesting period. For the
performance-based restricted shares, compensation
expense is amortized using the estimated vesting period.
Compensation expense related to the restricted stock
was $43.4 million, $69.5 million and $41.9 million in
2000, 1999 and 1998, respectively.

Stock incentive plans of acquired companies are
generally terminated at the merger closing dates. Option
holders under such plans receive the Company’s
common stock, or options to buy the Company’s stock,
based on the conversion terms of the various merger
agreements. The historical option information presented
below has been restated to reflect the options originally
granted under acquired companies’ plans.

At December 31, 2000, there were 40.6 million
shares (subject to adjustment for forfeitures) available
for grant under various plans.

The following is a summary of stock options outstanding and exercised under various stock options plans of the

Company.
2000 1999 1998
Weighted- Weighted- Weighted-
Stock Options/ Average  Stock Options/ Average  Stock Options/ Average
Awards Exercise Price Awards Exercise Price Awards Exercise Price

Executive stock option plans:

Number outstanding at beginning of year............. 163,163,030 $22.74 107,405,102 $17.97 104,497,354 $13.95
Granted ... 22,633,170 19.64 75,922,950 27.08 36,778,209 25.56
Assumed/converted ... 447,341 6.85 1,210,738 16.58 1,748,663 12.39
Exercised ... (10,017,357) 11.02 (22,332,730) 13.03 (31,722,689) 13.92
Cancelled . ... .ot (12,829,958) 19.91 (9,043,030) 25.63 (3,896,335) 17.99

Number outstanding at end of year.................. 163,396,226 $22.80 153,163,030 $22.74 107,405,102 $17.97

Exercisable at end of year ......................... 68,870,745 $19.78 70,527,758 $18.00 64,448,703 $14.12

Restricted share plans:

Number outstanding at beginning of year............. 4,212,954 6,072,217 4,491,132
Granted . ... 4,110,440 1,379,808 3,668,750
Cancelled . ... (1,946,257) (3,239,071) (2,087,665)

Number outstanding at end of year. ................. 6,377,137 4,212,954 6,072,217

Additional information regarding options outstanding as of December 31, 2000 is as follows:

Options Outstanding Exercisable Options
Weighted-Average

Range of Remaining Contractual Weighted-Average Weighted-Average
Exercise Prices Shares Life (Years) Exercise Price Shares Exercise Price
B 144 -F1000 ... .ot 11,373,733 3.6 $ 6.09 11,291,564 $ 6.08
$10.01 =F15.00 ..o 9,099,454 5.4 11.61 8,256,582 11.34
$15.01 =F20.00 ..ot 21,459,832 7.4 17.66 12,801,936 18.04
$20.01 =$25.00 ..ot 40,893,167 8.6 22.50 13,133,256 23.22
$25.01 = B30.00 . o v i 62,864,266 8.0 28.14 16,660,189 26.49
$30.01T = P35.00 ..o 6,704,533 7.4 32.52 5,770,602 32.64
B35.01T = BB7.20 .ot 1,001,241 7.5 35.82 956,616 35.81

163,396,226 7.6 $22.80 68,870,745 $10.78

Pro forma information regarding net income and
earnings per share is required by SFAS 123,
“Accounting and Disclosure of Stock-Based
Compensation” and has been determined as if the
Company accounted for its employee stock option plans
under the fair value method of SFAS 123. The fair value
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of options was estimated at the grant date using a
Black-Scholes option pricing model. Option valuation
models require the use of highly subjective assumptions.
Because the Company’s employee stock options have
characteristics significantly different from those of
traded options, and because changes in the subjective
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input assumptions can materially affect the fair value
estimate, in management’s opinion, the existing models
do not necessarily provide a reliable single measure of
the fair value of its employee stock options.

The pro forma disclosures include options granted
in 2000, 1999 and 1998 and are not likely to be
representative of the pro forma disclosures for future
years. The estimated fair value of the options is
amortized to expense over the options’ vesting period.

(Dollars in Millons Year Ended December 31

Except Per-Share Data) 2000 1999 1998
Pro forma net income ........... $2,752.1  $2,2405  $1,9221
Pro forma eamnings per share:

Eamnings per share........... $ 144 $ 117 $ 1.01

Diluted eamings per share . ... 1.43 1.16 1.00
Weighted average assumptions in

option valuation:

UsBM
Risk-free interestrates ........... 6.1% 5.4% 5.4%
Dividend yields ................. 3.0 3.5 2.3
Stock volatility factor. ............ 0.37 0.27 0.25
Expected life of options (in years) . . 4.7 6.1 2.3
Firstar
Risk-free interestrates ........... 5.4% 5.6% 4.8%
Dividend yields ................. 2.5 2.0 1.6
Stock volatility factor. ............ 0.37 0.41 0.38
Expected life of options (in years) . . 2.5-6.5 2.5-56.5 2.5-6.5

m Income Taxes

The components of income tax expense (benefit) were:

Directors and selected senior officers of the
Company may participate in deferred compensation
plans which may postpone the receipt of compensation.
Amounts deferred under the plan may be valued on the
basis of an interest index or be used to purchase shares
of the Company’s common stock. Although the plan is
unfunded for tax purposes, a portion of the shares of
treasury stock held at December 31, 2000, 1999 and
1998 were acquired to meet obligations arising from
these plans and are considered common stock
equivalents for the purpose of computing earnings per
share.

The Company has entered into agreements with
certain officers that provide for the payment of a lump
sum benefit to the officer, plus the continuation of
certain medical and insurance benefits and immediate
exercisability of stock options, in the event that the
officer’s employment is terminated involuntarily by the
Company or voluntarily by the officer for good reason,
following a change in control of the Company during
the officer’s protected period. The benefits payable
under the agreements can be up to three times the
officer’s base salary and incentive bonus.

(Dollars in Millions) 2000 1999 1998

Federal

[ 85=" o $ 996.1 $1,036.0 $ 913.4

DA oo 324.5 219.5 94.6
Federal INCOME 18X . . .ottt e e e e 1,320.6 1,255.5 1,008.0

State

L= | 159.0 103.3 167.6

DT oo 32.6 33.4 8.2)
StALE INCOME aX . . v vt ettt e e e e e e 191.6 136.7 1594
Total INCOME taX PIrOVISION . . ottt ettt et e et et e e e e e e et e e e e e $1,512.2 $1,392.2 $1,167.4
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The reconciliation between income tax expense and the amount computed by applying the statutory federal income
tax rate was as follows:

(Dollars in Millions) 2000 1999 1998
Tax at Statutory rate (B5%) . ... vttt ettt e e $1,635.8 $1,320.9 $1,165.1
State income tax, at statutory rates, net of federal tax benefit .......... ... . 124.5 88.9 103.6
Tax effect of:
Tax-exempt INtErest, NMEt . . .o o e (56.0) (60.3) (66.0)
Amortization of nondeductible goodwill . . ... ... 91.6 73.1 61.4
TaX CrEAITS ottt 62.7) 41.7) (36.3)
Nondeductible MErger Charges . . . ...ttt e e e e e e e e 4.9 56.4 8.2
Sale of preferred MINOrity INTErESE . . . ...t e (560.0) — —
(TS 10 (75.9) (45.1) (58.6)
ApPlICabIE INCOME TAXES . . . . o ottt et et e e e e e e e e e e e e e e e $1,612.2 $1,392.2 $1,167.4

At December 31, 2000, for income tax purposes, the Company had federal net operating loss carry forwards of
$2.8 million available, which expire in years 2001 through 2009.

Deferred income tax assets and liabilities reflect the tax effect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for the same items for income
tax reporting purposes.

Significant components of the Company’s deferred tax assets and liabilities as of December 31 were as follows:

(Dollars in Milions) 2000 1999 1998

Deferred Tax Assets

AlloWanGe for Credit I0SSES . . .« ..ottt et e $ 6370 $ 6334 $ 626.1
Pension and postretirement Denefits . .. ... 53.5 67.7 73.5
Deferred f8ES . . .. 356.0 56.2 75.3
Real estate and other asset basis differences ........ ... . 31.9 30.2 31.9
State and federal net operating 10SS Carry forwards. . .. ...ttt 25.0 23.8 221
Federal AMT credits and Capital [0SSES . . . ..ottt e e e 22.0 22.9 7.6
Charitable contriDULIONS . . . . . .o 9 6.5 4.2
Accrued severance, pension and retirement Denefits . ... ... 30.6 70.9 56.0
Other deferred tax assets, Net .. ... .. 196.0 186.4 293.8

Gross deferred tax ASSEIS . . ..ottt 1,031.9 1,098.0 1,190.5

Deferred Tax Liabilities

Leasing ACHVILIES . . .ottt (1,218.1) (941.0) (673.6)
Accelerated depraCiation . . .. ...t (92.7) (68.4) (44.1)
Other investment basis differences . ... ...t 41.1) (16.8) (13.4)
Securities avallable-for-Sale . . . . ... (62.2) 89.3 (121.3)
Other deferred tax llabilitIes, NEt . . ... (124.0) (107.9) (104.2)

Gross deferred tax liabilities .. ... . (1,628.1) (1,044.8) (956.6)
Valuation allOWaANCE . . . oottt e e (16.6) (12.7) (10.9)

Net deferred tax assets (liabilities) . . ............. . . ... ... . . . . . $ (61280 $ 405 $ 2230

Realization of the deferred tax assets over time is dependent upon the existence of taxable income in carryback
periods or the Company generating sufficient taxable earnings in future periods. In determining that realization of
the deferred tax asset was more likely than not, the Company gave consideration to a number of factors, including
its taxable income during carryback periods, its recent earnings history, its expectations for earnings in the future
and, where applicable, the expiration dates associated with tax carrybacks and carryforwards. A valuation allowance
has been established to offset deferred tax assets related to state net operating loss carryforwards totaling
approximately $437 million, which expire at various times within the next 15 years.
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Certain events covered by Internal Revenue Code section 593 (e), which was not repealed, will trigger a
recapture of base year reserve of acquired thrift institutions. The base year reserve of acquired thrift institutions
would be recaptured if an entity ceases to qualify as a bank for federal income tax purposes. The base year reserve

of thrift institutions also remain subject to income tax penalty provisions that, in general, require recapture upon

certain stock redemptions of, and excess distributions to, stockholders. At December 31, 2000, retained earnings

included approximately $101.8 million of base year reserves for which no deferred federal income tax liability has

been recognized.

m Financial Instruments With Off-Balance Sheet Risk and Credit Concentrations

In the normal course of business, the Company uses various off-balance sheet financial instruments to manage its

interest rate and market risk and to meet the needs of its customers. These instruments carry varying degrees of

credit, interest rate or liquidity risk. The contract or notional amounts of these financial instruments at December 31

were as follows:

(Dollars In Millions) 2000 1999
Commitments to extend credit

COMMETTIAL .« .+« et et e e e e e e e e e e e e e $46,434 $46,734

Corporate and PUICNASING CAIAS . . . .t vttt ettt e e e e e et e e e e e e e e 21,236 18,503

CONSUMET CrEAIt CAMTS .+« v vt ettt et et e e e e e e e e e e e e e e e e 20,254 19,971

OFNET COMSUMET . .+« et ettt e e e e e e e e e e e e e e e e e e e e e e e e e 8,680 8,895
Letters of credit

SHANADY o e 6,380 5,832

COMMETCIAl .« ettt e e e e e e e e 527 587
Interest rate swap contracts

OGS et ettt 8,758 8,643

BaSIS SIS . o ettt 1,000 —

INtermediated . . . . oo 4,007 2,008
Options contracts

Hedge interest rate floors pUrChased . ... ...t 500 805

Intermediated interest rate and foreign exchange caps and floors purchased . ..., 709 589

Intermediated interest rate and foreign exchange caps and floors written. ... ... i 709 589
Credit dervatives PUICNASEA . . . . ...ttt et ettt e e e e e e e e e e e e e 80 20
Futures and forward CONMTACES . . .« oo oo e e et e 25 34
ReCoUrse 0N assets SOIT . .. ...t 2,138 1,927
Foreign currency commitments

ComMItMENTS 10 PUICNASE « . . o ottt et e e e et e e e e e e e e e e e e e e e e e e e e 1,717 1,639

ComMMIIMENES TO SEIl . . . v e ettt e e e e e e e e e 1,724 1,697
Commitments from SeCUrtiES IBNAING . . . . oo e e e e e e e 1,037 s
Commitments to sell residential MOMGAGES . .+« . . vttt e e e e e 963 589

Commitments to Extend Credit Commitments to extend
credit are legally binding and generally have fixed
expiration dates or other termination clauses. The
contractual amount represents the Company’s exposure
to credit loss, in the event of default by the borrower.
The Company manages this credit risk by using the
same credit policies it applies to loans. Collateral is
obtained to secure commitments based on
management’s credit assessment of the borrower. The
collateral may include marketable securities, receivables,
inventory, equipment and real estate. Since the
Company expects many of the commitments to expire
without being drawn, total commitment amounts do not
necessarily represent the Company’s future liquidity
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requirements. In addition, the commitments include
consumer credit lines that are cancelable upon
notification to the consumer.

Letters of Credit Standby letters of credit are conditional
commitments the Company issues to guarantee the
performance of a customer to a third party. The
guarantees frequently support public and private
borrowing arrangements, including commercial paper
issuances, bond financings and other similar
transactions. The Company issues commercial letters of
credit on behalf of customers to ensure payment or
collection in connection with trade transactions. In the
event of a customer’s nonperformance, the Company’s
credit loss exposure is the same as in any extension of
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credit, up to the letter’s contractual amount.
Management assesses the borrower’s credit to determine
the necessary collateral, which may include marketable
securities, real estate, accounts receivable and inventory.
Since the conditions requiring the Company to fund
letters of credit may not occur, the Company expects its
liquidity requirements to be less than the total
outstanding commitments.

Interest Rate Swaps and Options Interest rate swaps are
contracts to exchange fixed- and variable-rate interest
payment obligations based on a notional principal
amount. The Company enters into swaps to hedge its
balance sheet against fluctuations in interest rates and as
an intermediary for customers.

At December 31, 2000, and 1999, interest rate
swaps with notional values totaling $8.8 billion and
$8.6 billion, respectively, hedged loans, borrowings,
deposits and long-term debt.

The Company received fixed-rate interest and paid
floating-rate interest on substantially all swaps in its
hedging portfolio as of December 31, 2000. Activity
with respect to interest rate swap hedges was as follows:

(Dollars In Millions) 2000 1999 1998
Notional amount outstanding at

beginning of year ................. $8,643 $8,107 $6,528
Additions ... 1,720 5,032 3,180
Maturities . ....oooo (260) (2,240) (1,358)
Amortization . ... ..o (6606) (143) —
Terminations ... 679) (2,113) (243)
Notional amount outstanding at end of

VAT ot $8,758 $8,643 $8,107
At December 31:
Weighted average interest rate paid . . .. 6.78% 6.51% 5.72%
Weighted average interest rate

received . ... 6.54% 6.38% 6.24%

For the hedging portfolio’s notional balances and
yields by maturity date as of year-end 2000, see
Table 19.

At December 31, 2000, and 1999, LIBOR-based
interest rate floors totaling $500 million with an
average remaining maturity of .7 years and
$805 million with an average remaining maturity of
1.1 years, respectively, hedged floating rate commercial
loans and deposits. The strike rate on these LIBOR-
based floors was 4.63 percent at December 31, 2000
and 4.68 percent at December 31, 1999. The premium
on floors is amortized over the life of the contract. The
impact of the floors on net interest income was not
significant for the years ended December 31, 2000,
1999 and 1998.

For swaps and options used as hedges, the
Company recognizes interest income or expense as it is
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accrued over the term of the hedge. The gain or loss on
a terminated hedge is amortized over the remaining life
of the original swap or remaining life of the hedged
item, whichever is shorter. The impact of the
amortization of deferred gains and losses on hedges on
net interest income was not significant for the years
ended December 31, 2000, 1999 and 1998. Net
unamortized deferred losses were $18.7 million at
December 31, 2000.

In addition to utilizing swaps and options as part of
its asset/liability management strategy, the Company
acts as an intermediary for swap and option agreements
on behalf of its customers. To reduce its market risk
exposure, the Company generally enters into offsetting
positions. The total notional amount of customer swap
agreements, including the offsetting positions, was
$4.0 billion and $2.0 billion at December 31, 2000 and
1999, respectively. The total notional amount of
customer option agreements, including the offsetting
positions, was $1.4 billion and $1.2 billion at
December 31, 2000, and 1999, respectively. Market
value changes on intermediated swaps, options and
futures contracts are recognized in income in the period
of change. Realized gains or losses on intermediated
transactions were not significant for the years ended
December 31, 2000, 1999 and 1998.

The credit risk related to interest rate swap and
option agreements is that counterparties may be unable
to meet the contractual terms. The Company estimates
this risk by calculating the present value of the cost to
replace all outstanding contracts in a gain position at
current market rates, reported on a net basis by each
counterparty. At December 31, 2000 and 1999, the gain
position of these contracts, in the aggregate, was
approximately $167 million and $53 million,
respectively.

The Company manages the credit risk of its interest
rate swap and option contracts through bilateral
collateral agreements, credit approvals, limits and
monitoring procedures. Commercial lending officers
perform credit analyses and establish counterparty
limits. Senior Credit Administration periodically reviews
positions to monitor compliance with the limits. In
addition, the Company reduces the assumed
counterparty credit risk through master netting
agreements that permit the Company to settle multiple
interest rate contracts with a given counterparty on a
net basis.

Futures and Forward Contracts Futures and forward
contracts are agreements for the delayed delivery of
securities or cash settlement money market instruments.
The Company enters into futures contracts to hedge the
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market risk on its fixed income inventory positions. The
Company enters into forward contracts to hedge the
interest rate risk of its mortgage loans held for sale. At
December 31, 2000 and 1999, futures contracts
outstanding were $25 million and $15 million,
respectively. There were no forward contracts
outstanding at December 31, 2000. Forward contracts
outstanding at December 31, 1999 were $19 million. At
December 31, 2000, net unamortized deferred gains on
the forward agreements were not significant. The
Company manages its credit risk on forward contracts,
which arises from nonperformance by counterparties,
through credit approval and limit procedures.

Recourse on Assets Sold The Company is obligated
under recourse provisions related to the sale of certain
loans. The contract amount of these loans was

$3.5 billion at December 31, 2000, and $3.8 billion at
December 31, 1999. The maximum contractual amount
of recourse on these loans was $2.1 billion at
December 31, 2000, and $1.9 billion at December 31,
1999.

Foreign Currency Commitments The Company uses
foreign currency commitments to help customers reduce
the risks associated with changes in foreign currency
exchange rates. Through these contracts, the Company
exchanges currencies at specified rates on specified dates
with various counterparties. The Company minimizes
the market and liquidity risks by taking offsetting
positions. In addition, the Company controls the market
risks by limiting the net exposure through policies,
procedures, and monitoring. The Company manages its
credit risk, or potential risk of loss from default by a
counterparty, through credit limit approval and
monitoring procedures. The aggregate replacement cost
of contracts in a gain position at December 31, 2000,
was not significant.

Commitments from Securities Lending The Company
participates in securities lending activities by acting as a
customer’s agent involving the loan or sale of securities.
The Company indemnifies customers for the difference
between the market value of the securities lent and the
market value of the collateral received. These
transactions are collateralized by cash.

Credit Concentrations The Company primarily lends to
borrowers in the 24 states where it has banking offices.
Collateral for commercial loans may include marketable
securities, accounts receivable, inventory and equipment.
For detail of the Company’s commercial portfolio by
industry group and geography as of December 31,
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2000, and 1999, see Table 9 on page 50, which is
incorporated by reference into these Notes to
Consolidated Financial Statements.

For detail of the Company’s commercial real estate
portfolio by property type and geography as of
December 31, 2000, and 1999, see Table 10 on
page 51, which is incorporated by reference into these
Notes to Consolidated Financial Statements. Such loans
are collateralized by the related property.

For detail of the company’s retail loan portfolio see
Table 7 on page 49 under the category “Retail” for the
last five years ended December 31, which is
incorporated by reference into these Notes to
Consolidated Financial Statements.

Residential Mortgage Sale Commitments The Company
enters into commitments to sell groups of residential
mortgage loans that it originates or purchases as part of
its mortgage banking activities. The Company commits
to sell the loans at specified prices in a future period
typically within 90 days. The risk associated with these
commitments consists primarily of loans not closing in
sufficient volumes and at appropriate yields to meet the
sale commitments. The Company had contracts totaling
$963 million and $589 million on December 31, 2000
and 1999, respectively. Gains or losses on these
contracts are included in the determination of the
market value of mortgages held for sale.

m Fair Values of Financial
Instruments

Due to the nature of its business and its customers’
needs, the Company offers a large number of financial
instruments, most of which are not actively traded.
When market quotes are unavailable, valuation
techniques including discounted cash flow calculations
and pricing models or services are used. The Company
also uses various aggregation methods and assumptions,
such as the discount rate and cash flow timing and
amounts. As a result, the fair value estimates can
neither be substantiated by independent market
comparisons, nor realized by the immediate sale or
settlement of the financial instrument. Also, the
estimates reflect a point in time and could change
significantly based on changes in economic factors, such
as interest rates. Furthermore, the disclosure of certain
financial and nonfinancial assets and liabilities are not
required. Finally, the fair value disclosure is not
intended to estimate a market value of the Company as
a whole. A summary of the Company’s valuation
techniques and assumptions follows.

31



Cash and Cash Equivalents The carrying value of cash,
amounts due from banks, federal funds sold and
securities purchased under resale agreements was
assumed to approximate fair value.

Securities Generally, trading account securities and
available-for-sale securities were valued using available
market quotes. In some instances, for securities that are
not widely traded, market quotes for comparable
securities were used.

Loans The loan portfolio consists of both floating and
fixed-rate loans, the fair value of which was estimated
using discounted cash flow analyses and other valuation
techniques. To calculate discounted cash flows, the loans
were aggregated into pools of similar types and
expected repayment terms. The expected cash flows of
loans considered historical prepayment experiences and
estimated credit losses for nonperforming loans and
were discounted using current rates offered to
borrowers of similar credit characteristics.

Deposit Liabilities The fair value of demand deposits,
savings accounts and certain money market deposits is
equal to the amount payable on demand at year-end.
The fair value of fixed-rate certificates of deposit was
estimated by discounting the contractural cash flow
using the discount rates implied by the high-grade
corporate bond yield curve.

Short-term Borrowings Federal funds purchased,
securities sold under agreements to repurchase and other
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short-term funds borrowed are at floating rates or have
short-term maturities. Their carrying value is assumed
to approximate their fair value.

Long-term Debt and Company-obligated Mandatorily
Redeemable Preferred Securities of Subsidiary Trusts
Holding Solely the Junior Subordinated Debentures of the
Parent Company Medium-term notes, Euro medium-term
notes, bank notes, Federal Home Loan Bank Advances,
capital lease obligations and mortgage note obligations
estimated fair value was determined using a discounted
cash flow analysis based on current market rates of
similar maturity debt securities to discount cash flows.
Other long-term debt instruments and company-
obligated mandatorily redeemable preferred securities of
subsidiary trusts holding solely the junior subordinated
debentures of the parent company were valued using
available market quotes.

Interest Rate Swaps, Basis Swaps and Options The
interest rate options and swap cash flows were
estimated using a third party pricing model and
discounted based on appropriate LIBOR, Eurodollar
futures, swap and Treasury Note yield curves.

Loan Commitments, Letters of Credit and Guarantees The
Company’s commitments have floating rates and do not
expose the Company to interest rate risk. No premium
or discount was ascribed to the loan commitments
because virtually all funding would be at current market
rates.
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The estimated fair values of the Company’s financial instruments are shown in the table below.

2000 1999
Carrying Fair Carrying Fair
(Dollars in Millions) Amount Value Amount Value
Financial Assets
Cash and cash eqUIVAIENTS .. ... o $ 9132 $ 9132 | $ 9258 $ 9,258
Trading aCCOUNT SECUMTIES . . v v vttt e e e e e e e e e e e e e 753 753 617 617
INVESIMENT SECUMTIES .« o o oo e e e e 17,642 17,647 17,449 17,465
Loans held for SAlE .. ..ottt 764 764 670 670
[ 120,578 121,139 111,519 112,150
Total finanCial @SSEIS . . . oottt 148,869  $149,435 139,513  $140,150
NONfINANCIAl @SSELS . « v v v ettt 16,052 14,805
TOtAl ASSEES .+ v vttt $164,921 $154,318
Financial Liabilities
DEPOSIES - . v vt ettt e e e e e $109,635  $109,593 | $103,417  $103,847
Short-term DOMOWINGS .« « .« v et ettt ettt e e e e e e e 11,833 11,833 10,558 10,5658
Long-term debt . ..o 21,876 22,006 21,027 20,948
Company-obligated mandatorily redeemable preferred securities. ... 1,400 1,351 1,400 1,284
Total financial labIlfies . . . . . ..o v 144,644  $144,783 136,402  $136,637
Nonfinancial TabiliieS . . ... ..o 5,109 3,969
Shareholders’ EqUItY . . . ..ottt 15,168 13,947
Total liabilities and shareholders’ equity .. .....oou i e $164,921 $154,318
Off-balance sheet financial instruments
Hedge swaps
G 140 $ 4
0SS .ttt ettt (39 (247)
Trading swaps
Interest rate contracts
GBIN e 27 27 42 42
0SS t ettt et (21) 21) (38) (38)
Foreign exchange contracts
GBIN e e 13 13 7 7
0SS e et e ©) ©) ) )
m Commitments and Contingent Liabilities
Rental expense for operating leases amounted to $219.3 million in 2000, $193.8 million in 1999, and
$197.8 million in 1998. Future minimum payments, net of sublease rentals, under capitalized leases and
noncancelable operating leases with initial or remaining terms of one year or more, consisted of the following at
December 31, 2000:
Capitalized Operating
(Dollars in Millions) Leases Leases
200, e e e e e e $ 114 $ 1965
200 e 10.3 180.3
20003 e 8.7 165.7
200 7.9 122.3
200D e e e e 6.6 101.7
L1055 1 PP 56.5 564.7
Total MINIMUM 188SE PAYMENTS . . . ettt ettt et e e e e e e e e e e e e e e e e e e e $101.4  $1,321.2
Less amount representing INTErEST . . . . .ottt et e e e et e e 42.3
Present value of net miNiMum 18aSE PAYMENES . . .« oottt et ettt e e e e e e e $ 591

Various legal proceedings are currently pending against the Company. Due to their complex nature, it may be
years before some matters are resolved. In the opinion of management, the aggregate liability, if any, will not have a

material adverse effect on the Company’s financial position, liquidity or results of operations.

U.S. Bancorp
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m U.S. Bancorp (Parent Company)

Condensed Balance Sheet

December 31 (Dollars in Millions) 2000 1999
Assets
Deposits with subsidiary banks, principally INterest-Dearnng . . . . ... ...t $ 1,714 $ 1,046
AvaIlabIE-TOr-SalE SECUMIIES . . v v vt ettt ettt et et e e e e et e e e e e e e 325 340
Investments in:
Bank affllates . . .o oo 15,019 14,625
NONBANK afflIEIES . . .« o et e 1,059 796
Advances to:
Bank affllales . . . oo 1,071 1,016
NONDANK afflIETES . .« ¢ e e e 2,858 1,927
O NBr ASSETS .« . o vttt e 2,179 2,180
TOtAl ASSEIS . o ottt t ettt e $24,225 $21,930
Liabilities and Shareholders’ Equity
Short-term fUNAS DOIMOWE . . . . ettt e e et e e e e et e e e e e e e e e e e e e e et e et e e $ 224 $ 170
AAVANCES TTOM SUDSIAIANES . .« + « v e ettt e et e e e e e e e e e e e e e e e e e e e e e 97 111
(e e e = e L= o P 6,563 5,331
Junior subordinated debentures issued t0 sUDSIAIANY TUSTS . . .ottt 1,443 1,434
Other IADIIIES . .« o oo ettt e e e e e e e e e 730 937
ShaArENOIAEIS" BOUILY .« . . ottt e et et e e e e e e et e e e e e e 15,168 13,947
Total liabilities and shareholders’ EOUILY . . .. ...ttt e e e e $24,225 $21,930
Condensed Statement of Income
Year Ended December 31 (Dollars in Millions) 2000 1999 1998
Income
Dividends from subsidiaries (including $3,010.5, $1,661.0 and $2,093.2 from bank subsidiaries) $3,027.8 $1,704.3 $2,206.6
Interest from SUDSIIANES . . . . oo v 234.8 177.2 169.3
Service and management fees from subSIdIANES . . . . ..o e ettt 246.0 229.1 322.9
[ 1S e 2 217.0 202.0 162.9
JOtal INCOMIE et 3,7256.6 2,312.6 2,851.7
Expenses
Interest on short-term funds DOMOWED . .. . ... ot e 19.3 26.8 26.6
Interest on loNg-term debt . ... 441.7 296.4 249.9
Interest on junior subordinated debentures issued to subsidiary trusts .. ..ooov e 111.3 110.3 103.5
Merger-related CNArgES . . .« v vt vttt et e e e e e e e e e e e e 21.3 103.8 168.3
OB BXDENSES .« . o ettt e e e e e e e e e e 2252 307.7 429.7
TOTAl EXPENSES o v vttt et et 818.8 845.0 968.0
Income before income taxes and equity in undistributed income of subsidiaries .................. ... .... 2,906.8 1,467.6 1,883.7
INCOME taX CIEAIt . . . ot e e e e e (34.0) (36.9) (152.0)
INCOME Of PArENT COMPDANY .« .+« + v vttt ettt e et e e e e e e e e e e e e e e e e e e e e e i 2,940.8 1,504.5 2,035.7
Equity (deficiency) in undistributed income of subsidianes . ... (65.2) 877.3 97.2
NEEINCOME . vttt et e e e e e e $2,875.6 $2,381.8 $2,132.9
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Condensed Statement of Cash Flows

Year Ended December 31 (Dollars in Millions) 2000 1999 1998
Operating Activities
NETINCOME ettt et et e e e e e e e e e e e $2,875.6 $2,381.8 $2,132.9
Adjustments to reconcile net income to net cash provided by operating activities:
(Equity) deficiency in undistributed income of subsidiaries . ..........cco i 65.2 877.3) 97.2)
Losses (gains) on available-for-sale Securities . ... ... 4.1 (7.0 (12.8)
Depreciation and amortization of premises and equUIDMENt . . ..o v ettt 51.7 76.2 76.2
BT — M. o e e (391.1) (3.2) (198.4)
Net cash provided by operating activities . ... ... e 2,605.5 1,670.5 1,900.7
Investing Activities
Available-for-sale securities
Sales and MatUMtES . . . .o 92.2 128.9 94.6
PUICNASES . o ot (59.4) (334.3) (70.5)
INVestMENts IN SUDSIAIANES . . . . v vttt e e e e (4.6) (26.0) (1,325.6)
Equity distributions from subsidianes .. ... — 145.0 325.0
Net decrease (increase) in short-term advances to affliates ....... ... (829.0) 58.1 (697.1)
O N — M. oo (113.7) (421.3 13.7
Net cash used in investing activities . .. ... oot e (914.5) (449.6) (1,5659.9)
Financing Activities
Net (decrease) increase in short-term advances from subsidiaries .. ... (15.6) 62.6 21.4
Net (decrease) increase in short-term funds borrowed . . ... ..o 53.3 (11.5) 78.1
Net change in 1ong-term debt . . . ... 1,1838.7 824.8 1,091.4
Issuance of junior subordinated debentures to subsidiary trusts . ... — — 360.8
Proceeds from dividend reinvestment, stock option and stock purchase plans ........................ 210.0 277.6 340.8
Repurchase of CommMON StOCK . . ..ottt e e e e e (1,182.2) (1,187.9) (1,104.0)
Shares reserved to meet deferred compensation obligations . ... — — 1.2
Cash AIVIAENAS . . .ot e (1,271.3) (1,029.7) (910.9)
Net cash used in financing aCtivities . . . .. ..ot (1,022.1) (1,064.1) (121.2)
Change in cash and cash equivalents. . .. ... 668.9 56.8 219.6
Cash and cash equivalents at beginning of year . ....... ... 1,045.5 988.7 769.1
Cash and cash equivalents at end of Year . ... ... $1,714.4 $1,045.5 $ 9887

Transfer of funds (dividends, loans or advances)
from bank subsidiaries to the Company is restricted.
Federal law prohibits loans unless they are secured and
generally limits any loan to the Company or individual
affiliate to 10 percent of the bank’s equity. In aggregate,
loans to the Company and all affiliates cannot exceed
20 percent of the bank’s equity.

Dividend payments to the Company by its
subsidiary banks are subject to regulatory review and
statutory limitations and, in some instances, regulatory
approval. The approval of the Comptroller of the
Currency is required if total dividends by a national

U.S. Bancorp

bank in any calendar year exceed the bank’s net income
for that year combined with its retained net income for
the preceding two calendar years or if the bank’s
retained earnings are less than zero. Furthermore,
dividends are restricted by the Comptroller of the
Currency’s minimum capital constraints for all national
banks. Within these guidelines, all bank subsidiaries
have the ability to pay dividends without prior
regulatory approval. The amount of dividends available
to the parent company from the bank subsidiaries at
December 31, 2000 was $504 million.
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m Supplemental Disclosures to the Consolidated Financial Statements

Consolidated Statement of Cash Flows
Listed below are supplemental disclosures to the Consolidated Statement of Cash Flows:

Year Ended December 31 (Dollars in Millions) 2000 1999 1998
INCOME tAXES PAIA . . . o ottt e e et e e e e e e e e e e $1,0465 $ 9011 $ 816.1
INTErESE PAIA . . o o ettt 5,686.3 4,697.6 4,888.9
Net noncash transfers to foreclosed Propemy .. ... e 94.3 102.9 86.2

Change in unrealized gain (loss) on available-for-sale securities, net of taxes of $141.5 in 2000, $210.6 in 1999
aNd BE2.0 1N 1908 oottt 252.4 (369.5) 93.3

Acquisitions and divestitures

ASSELS ACOUINEA . . . e e $3314.6 $4,2293 $7,8408
Liabilities (@SSUMEA) . . ettt (3,755.9) (2,610.0) (7,097.5)
N $ (441.3) $1,61983 $ 7433

Regulatory Capital The measures used to assess capital include the capital ratios established by bank regulatory
agencies, including the specific ratios for the “well capitalized” designation. For a description of the regulatory
capital requirements and the actual ratios as of December 31, 2000 and 1999 for the Company and its significant

bank subsidiaries, see Table 21.

Money Market Investments are included with cash and due from banks as part of cash and cash equivalents. Money

market investments are comprised of the following components at December 31:

(Dollars in Millions) 2000 1999
INtErESt-DEANNG AEPOSIES . . . .\t ettt ettt e et e et e et e e et e e e e e e e e e e e $82 $ 56
Federal TUNAS SOI . . ..ttt e e e e e e e e 203 1,100
Securities purchased under agreements 10 rESEIl . . . .. ...ttt e 372 778

Total money Market INVESIMENTS . . . ... e e e e e e e $657  $1,934
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REPORT OF INDEPENDENT
ACCOUNTANTS

To the Shareholders and Board of Directors of U.S. Bancorp:

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income,
shareholders’ equity and cash flows present fairly, in all material respects, the financial position of U.S. Bancorp and
its subsidiaries at December 31, 2000 and 1999, and the results of their operations and their cash flows for each of
the three years in the period ended December 31, 2000 in conformity with accounting principles generally accepted
in the United States of America. These financial statements are the responsibility of the Corporation’s management;
our responsibility is to express an opinion on these financial statements based on our audits. The consolidated
financial statements give retroactive effect to the merger of Firstar Corporation and the former U.S. Bancorp on
February 27, 2001 in a transaction accounted for as a pooling of interests, as described in Notes 1 and 3 to the
consolidated financial statements. We conducted our audits of these statements in accordance with auditing standards
generally accepted in the United States of America, which require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

Minneapolis, Minnesota
April 13, 2001
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CONSOLIDATED BALANCE

FIVE-YEAR SUMMARY

SHEET -—

% Change
December 31 (Dollars in Millions) 2000 1999 1998 1997 1996 1999-2000
Assets
Cashand due frombanks ...... ... .. i $ 8475 $ 7324 $ 8882 $ 7972 $ 8,295 15.7%
Money market investments . ... i 657 1,934 1,039 1,411 1,655 (66.0)
Trading account SECUMIES . ..o vt 783 617 666 268 276 22.0
Held-to-maturity securfties. . ... 252 194 233 2,942 3,872 29.9
Available-for-sale securities . . .. ..o 17,390 17,255 20,732 17,500 14,799 8
Loans held for Sale ...t e e e 764 670 1,794 743 185 14.0
Loans
COMMENCIAl .+ v et e et 52,817 45,856 41,068 36,329 33,141 16.2
Commercial real estate . . ... 26,443 25,142 21,808 19,798 18,904 5.2
Residential motgages. . ..o v vv v 7,753 11,395 13,980 15,892 13,919 (32.0)
Retall. ..o 35,352 30,836 30,102 27,010 25,278 14.6
Total I0aNS . oottt 122,365 113,229 106,958 99,029 91,242 8.1
Less allowance for Credit I0SSeS « ..o ve v 1,787 1,710 1,706 1,666 1,600 4.5
NELIOANS « .« 120,578 111,519 105,252 97,363 89,642 8.1
OtNEr @SSEtS . et ettt 16,052 14,805 12,116 9,289 7,986 8.4
Total @8SSEtS . v vttt $164,921  $164,318  $180,714  $137,488  $126,610 6.9%
Liabilities and Shareholders’ Equity
Deposits
Noninterest-beanng . . ..o oo v et e $ 26,633 $ 26,350 $ 27,479 $ 24,062 $ 23,417 1.1%
Interest-beanng . ... i 82,902 77,067 76,867 74,261 70,394 7.6
Total deposits ..o 109,535 103,417 104,346 98,323 93,811 5.9
Short-term bormrowWINgS . . oo v et 11,833 10,658 10,011 10,385 11,641 12.1
Long-term debt .. ... 21,876 21,027 18,679 13,181 6,796 4.0
Company-obligated mandatorily redeemable preferred securities . . .. 1,400 1,400 1,400 1,060 750 —
Other labilities . ... 5,109 3,969 3,704 3,147 2,895 28.7
Total labilities . ..o oot 149,753 140,371 138,140 126,086 115,893 6.7
Shareholders’ equity . .....oooii e 15,168 13,947 12,574 11,402 10,717 8.8
Total liabilites and shareholders’ equity ................ $164,921  $154,318  $180,714  $137,488  $126,610 6.9%
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CONSOLIDATED STATEMENT OF

FIVE-YEAR SUMMARY

INCOME -

% Change
Year Ended December 31 (Dollars in Millions) 2000 1999 1998 1997 1996 1999-2000
Interest Income
[ 07= 0 Y $10,562.5 $ 91227 $ 88183 $3,419.0 $7,794.9 16.7%
Loans held forsale. ... 102.1 103.9 91.9 40.0 43.1 (1.7)
Investment securities
Taxable ... 1,008.3 1,047.1 1,179.5 1,060.7 1,038.6 (3.7)
Non-taxable ... ... 140.6 150.1 168.2 168.0 169.3 6.3)
Money market iInvestments . ... 53.9 44.9 63.0 63.6 72.9 20.0
Trading SECUMIES .« vttt e e e e 53.7 45.0 25.6 16.8 16.9 19.3
Other interest INCOMe . .« oo v e 151.4 113.0 88.2 42.6 411 34.0
Total interest INCOME . .« oo 12,072.5 10,626.7 10,424.7 9,800.7 9,166.8 13.56
Interest Expense
DEPOSITS vttt 3,618.8 2,970.0 3,234.7 3,084.2 2,921.56 21.8
Short-term bormrowings . ..o v 781.7 582.4 594.7 643.3 657.3 34.2
Long-term debt. . ..o 1,5610.4 1,126.9 926.5 586.0 407.3 34.0
Company-obligated mandatorily redeemable preferred securities . . . . 112.0 111.0 103.8 76.3 3.3 0.9
Total interest eXpense . ... .o 6,022.9 4,790.3 4,859.7 4,389.8 3,989.4 25.7
Net INterest INCOME ..ottt 6,049.6 5,836.4 5,665.0 5,410.9 5177.4 3.5
Provision for credit I0SSeS . ... oottt 828.0 646.0 491.3 639.9 429.9 28.2
Net interest income after provision for credit losses . .............. 5,221.6 5,190.4 5,073.7 4,771.0 4,747.5 0.4
Noninterest Income
Credit card and payment processing revVenue . .................. 992.1 837.8 748.0 611.8 548.6 18.4
Trust and investment management fees . ............ ... . 926.2 887.1 788.3 686.1 592.9 4.4
Deposit SenviCe Charges .o v v 5511 497.2 470.3 450.6 627.0 10.8
Cash management fees . ... 292.4 280.6 242.0 214.2 * 4.2
Mortgage banking revenue . ... 189.9 190.4 244.6 137.9 95.7 0.3
Trading account profits and commissions .. .....ooveeeiia.. 258.4 222.4 130.3 44.8 31.5 16.2
Investment products fees and commissionNs . ... .. 466.6 450.8 306.9 110.4 86.1 3.5
Investment banking revenue . ... 360.3 246.6 100.4 — - 46.1
Commercial produCt reVeNUE . ..o e e ettt ie e e 304.4 216.7 121.9 97.9 * 51.2
Securities gains, Net. . ... 8.1 138.2 29.1 7.3 18.7 (38.6)
(0= 533.7 403.1 468.2 357.6 767.5 32.4
Total noninterest iNnComMe . .. ... 4,883.2 4,244.9 3,650.0 2,718.6 2,768.0 15.4
Noninterest Expense
SalANES oot 2,427 1 2,355.3 2,196.7 1,892.0 1,773.9 3.0
Employee benefits . ... 399.8 410.1 424.9 424.0 405.2 (2.5)
NEE OCCUDPANCY .+ v vttt et e e e e ettt ettt e 396.9 371.8 356.9 335.0 326.3 6.8
Fumniture and equipment ... ..o 308.2 307.9 3141 312.3 322.8 0.1
POStagE ottt 174.5 170.7 165.4 106.6 144.0 2.2
GOOAWIIL. o e 242.8 1777 177.2 115.3 190.8 36.6
Other intangible assets ... 149.5 162.1 124.6 921 * (1.7)
Merger and restructuring related charges ..., 348.7 532.8 593.8 633.0 192.4 (34.6)
Ol e 1,269.5 1,182.9 1,079.8 1,029.4 1,158.6 7.7
Total noninterest expense . . ... 5717.0 5,661.3 5,423.4 4,939.7 4,614.0 1.1
Income before INcCome taxes . . ..o 4,387.8 3,774.0 3,300.3 2,649.9 3,001.5 16.3
Applicable INCOME TaXES .. ..ttt 1,5612.2 1,392.2 1,167.4 950.6 1,082.9 8.6
Nt INCOME oottt e $ 28756 $2381.8 $ 21329 $1,599.3 $1,9186 20.7
Net income applicable to common equity . ..., $ 28756 $ 233818 $ 21328 $1,5832 $1,899.3 20.7

“Information not available, amounts included in other line items above.
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QUARTERLY CONSOLIDATED
FINANCIAL DATA

2000 1999
Fourth Third Second First Fourth Third Second First
(Dollars in Millions, Except Per Share Data) Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
Interest Income
LOBNS e $2,787.9 $2,710.7 $2,691.8 $2,472.1 $2,379.4  $2,322.3 $2,235.8 $2,185.2
Loansheldforsale ..., 22.2 32.7 35.2 12.0 24.6 25.6 22.6 311
Investment securities
Taxable .. ..o 251.3 250.4 255.6 251.0 246.8 263.8 262.8 273.7
Non-taxable .........covivieeiiinn.. 334 34.8 335 38.9 35.9 38.3 37.5 38.4
Money market investments. .................. 10.8 14.5 15.0 13.6 10.3 10.9 12.6 A1
Trading securfties . . ... 14.0 12.8 12.6 14.3 10.9 10.9 12.0 1.2
Other interest income . ... ... 394 37.7 37.0 37.3 325 28.7 271 24.7
Total interest income.................. 3,159.0 3,093.6 2,980.7 2,839.2 2,740.4 2,700.5 2,610.4 2,575.4
Interest Expense
DEPOSIHS v vttt et 975.7 954.0 875.9 8138.2 775.0 734.2 722.0 738.8
Short-term borrowings. . ... .o oo 220.7 191.2 198.7 1711 144.2 167.8 140.4 130.0
Llong-termdebt ... .. ... 398.3 403.9 371.3 336.9 315.6 291.8 261.8 257.7
Company-obligated mandatorily redeemable
preferred securities ... 22.8 31.5 29.3 28.4 271 28.0 28.0 27.9
Total interest expense................. 1,617.5 1,680.6 1,475.2 1,349.6 1,261.9 1,221.8 1,162.2 1,154.4
Net interest income .. ... 1,541.5 1,613.0 1,505.5 1,489.6 1,478.5 1,478.7 1,458.2 1,421.0
Provision for credit losses. . .................. 229.5 214.0 201.3 183.2 173.7 178.9 150.3 143.1
Net interest income after provision for credit
I0SSES « v v 1,312.0 1,299.0 1,304.2 1,306.4 1,304.8 1,299.8 1,307.9 1,277.9
Noninterest Income
Credit card and payment processing revenue . . . 264.7 261.2 247.3 218.9 234.6 227.9 201.8 173.6
Trust and investment management fees ........ 233.8 231.1 230.4 230.9 229.9 219.5 219.0 218.7
Deposit service charges . ....oovvvveenan.. 145.4 144.3 138.0 123.4 131.2 126.6 124.7 114.7
Cash management fees ..................... 71.8 74.7 741 71.8 73.2 72.3 67.6 67.5
Mortgage banking revenue . .................. 54.4 44.7 481 42.7 35.3 45.4 54.7 55.0
Trading account profits and commissions. ... ... 62.4 50.9 59.8 85.3 66.7 49.7 51.8 54.2
Investment products fees and commissions .. .. 108.9 107.8 109.1 140.8 116.3 108.7 118.0 111.8
Investment banking revenue .. ................ 92.8 100.6 72.9 94.0 89.0 60.8 60.5 36.3
Commercial product revenue . .......oooen... 85.2 86.0 71.6 61.6 57.6 53.4 48.9 55.8
Securities gains (losses), net .......... ... ... 7.0 1.1 3 (.3) 2.1 (4.9) 3.1 12.9
Ol e e 138.5 131.2 161.7 112, 102.3 126.0 82.7 92.0
Total noninterest income .............. 1,264.9 1,233.6 1,208.3 1,181.4 1,137.2 1,082.4 1,032.8 992.5
Noninterest Expense
Salanes . ... 598.7 602.4 601.4 629.6 610.4 574.7 590.9 579.3
Employee benefits ... ... 98.2 89.4 100.3 111.9 91.6 98.1 100.7 119.7
Net 0CCUPaNCY .+ o vvv i 104.2 99.8 95.7 97.2 95.7 92.8 90.1 93.2
Furniture and equipment . ........ ... oo 76.2 79.6 5.7 76.7 79.6 77.4 77 73.8
Postage ...ovviii 44.2 431 42.6 44.6 41.4 42.4 41.9 45.0
GoodWIll + 64.2 60.4 59.8 58.4 51.7 44.0 40.4 41.6
Other intangible assets . ..............oo ... 37.8 37.3 37.0 37.4 355 37.6 38.6 40.4
Merger-related charges .. . ..., 84.1 mrr 81.9 65.0 90.5 379.3 451 17.9
Other . oo 329.3 321.7 316.7 301.8 336.2 300.4 290.7 255.6
Total noninterest expense . ............ 1,431.9 1,451.4 1,411 1,422.6 1,432.6 1,646.7 1,316.5 1,266.5
Income before income taxes ................. 1,145.0 1,081.2 1,096.4 1,065.2 1,009.4 735.5 1,025.2 1,003.9
Applicable income taxes . ...l 376.3 370.9 386.6 378.4 372.4 310.7 359.6 349.5
Netincome. ... $ 7687 $ 7103 $ 7098 $ 686.8 $ 637.0 $ 4248 $ 6656 $ 654.4
Eamings pershare ...........coeiiiiiannn. $ 418 37 3 37 % .36 $ 33 3 22 9 35 3 .34
Diluted earmnings per share ................ ... $ 40 8 37 3 37 9% .36 $ 33 8 22 9 34 3 .34
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CONSOLIDATED DAILY AVERAGE BALANCE

Year Ended December 31 2000
Yields
(Dollars in Millions) Balance Interest and Rates
Assets
Money market INVESIMENtS . .. ...t $ 931 $ 539 5.79%
Trading aCCOUNt SECUMHIES .+« v v v et ettt ettt e 779 57.6 7.39
Taxable SECUMIES . ... e 14,567 1,008.3 6.92
Nontaxable SECUMHIES . . ..o v 2,744 20381 7.40
Loans held for Sale . . ... 1,303 102.1 7.84
Loans
COMMEICIAL . . . oo e e 50,062 4.257.2 8.50
Commercial real estate ... ..ot 26,040 2,305.5 8.85
Residential mortgage . .. ..ot 9,678 723.4 7.55
REtall 32,637 3,295.4 10.10
oAl 08NS v vt 118,317 10,681.5 8.94
Other €amMING @SSEIS . v vttt e ettt e et e e e e 1,965 151.4 7.70
Allowance for Credit I0SSES . . oo v v v v e 1,781
Total eaming aSSetS™ . oottt 140,606 12,157.9 8.65
OB ASSEES . o vttt et 19,656
Total ASSES ot $158,481
Liabilities and Shareholders’ Equity
Noninterest-bearng AePOSIES . . .. oo e ettt $ 23,820
Interest-bearing deposits
Interest Checking. . ..o oot 13,035 270.4 2.07
Money mMarket aCCOUNTS . ..ttt et e e e e e e e e e e e 22,774 1,000.0 4.39
SAVINGS ACCOUNES « o vttt et e e e e e e e et ettt e e e e e 5,027 74.0 1.47
Time certificates of deposit less than $100,000 .. ... 25,861 1,458.3 5.64
Time deposits greater than $100,000 . ... 12,909 816.1 6.32
Total interest-bearing deposits .. ... 79,606 3,618.8 4.55
Short-term DOMOWINGS .+ . v v ettt e e e e e e e 12,5686 781.7 6.21
LNt et ..o 22,410 1,610.4 6.74
Company-obligated mandatorily redeemable preferred securities . ................... 1,400 112.0 8.00
Total interest-bearing llabilities . . . ..o oo 116,002 6,022.9 5.19
Other lIabilities . . ..o 4,294
Shareholders’ QUL . ..ot 14,365
Total liabilities and shareholders’ equity . ... e $158,481
NEt INtErESt INCOME . .+« o e et e e e e e e e e e $ 6,135.0
Gross INtErest Margin . . . ...ttt e e e 3.46%
Gross interest margin without taxable-equivalent increments . ........... ...t 3.40%
Percent of Earning Assets
INTErEST INCOMIE .« . o e ettt e e e e e e e e e e e e e e e e e e s 8.65%
INTEIEST EXPDENSE .« o vttt et e e 4.29
Net interest Margin . ... ..o 4.36
Net interest margin without taxable-equivalent increments ...t 4.30%

Interest and rates are presented on a fully taxable-equivalent basis under a tax rate of 35 percent.
Interest income and rates on loans include loan fees. Nonaccrual loans are included in average loan balances.
*Before deducting the allowance for credit losses and excluding the unrealized (loss) gain on available-for-sale securities.
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SHEET AND RELATED YIELDS AND RATES

1999 1998 1999-2000
Yields Yields % Change
Balance Interest and Rates Balance Interest and Rates Average Balance
$ 1,082 $ 44.9 4.15% $ 1,170 $ 63.0 5.38% (13.96)%
630 47.8 7.59 428 27.6 6.45 23.65
16,301 1,047 .1 6.42 17,977 1,179.5 6.56 (10.64)
2,970 220.6 7.43 3,137 238.2 7.59 (7.67)
1,450 103.9 a7 1,264 91.9 .27 (10.14)
43,328 3,288.3 7.59 38,983 3,110.4 7.98 15.64
23,076 1,940.3 8.41 20,458 1,784.1 8.72 12.84
12,680 953.7 7.52 15,160 1,170.5 7.72 (24.46)
30,554 2,963.4 9.70 27,850 2,782.5 9.99 6.82
109,638 9,1456.7 8.34 102,451 8,847.5 8.64 7.92
1,686 113.0 6.70 1,311 88.2 6.73 16.55
1,709 1,688 4.21
133,757 10,723.0 8.02 127,738 10,635.9 8.25 512
18,119 16,837
$150,167 $142,887
$ 23,556 $ 23,011 1.12
12,898 231.0 1.79 12,263 230.9 1.88 1.06
22,634 842.2 3.74 20,337 825.1 4.06 1.07
5,961 111.9 1.88 6,504 146.7 2.26 (16.67)
26,296 1,322.6 5.03 29,583 1,622.7 5.49 (1.65)
8,675 462.3 5.33 7,242 409.3 5.65 48.81
76,364 2,970.0 3.89 75,929 3,234.7 4.26 4.25
11,707 582.4 4.97 11,102 594.7 5.36 7.51
20,248 1,126.9 557 15,732 926.5 5.89 10.68
1,400 111.0 7.93 1,314 103.8 7.90 0.00
109,719 4,790.3 4.37 104,077 4,859.7 4.67 5.73
3,671 3,416 16.97
13,221 12,383 8.65
$1560,167 $142,887 5.54
$ 5,982.7 $ 5,676.2
3.65% 3.58%
3.58% 3.49%
8.02% 8.25%
3.58 3.80
4.44 4.44
4.37% 4.36%
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S UPPLEMENTAL FINANCIAL DATA

Earnings Per Share Summary

2000 1999 1998 1997 1996
BamiNgS PO SNAIE . . ..ottt e e $1.51 $1.25 $1.12 $.86 $1.02
Diluted eamings Per Share . . ... ... $1.50 $1.23 $1.10 $.85 $1.00
Ratios
Return on average @SSetS . .. v vttt 1.81% 1.59% 1.49% 1.24% 1.57%
Return on average CommMON EOUITY . .+« v vttt vt e e e e e e et e e e e e 20.0 18.0 17.2 14.7 18.0
Average total equity 10 average assetS. .. ..o vttt 9.1 8.8 8.7 8.4 8.7
Dividends per share to net income per share .. ....oovveei i 43.0 37.0 29.5 31.4 20.6

Other Statistics

(Shares in Millions)

Common shares outstanding — year end . ... ..o ettt e 1,902.0 1,982.5 1,903.5 1,864.0 1,847.9
Average common shares outstanding and
common stock equivalents

Eamings per Share. . . ..ot 1,906.0 1,907.8 1,898.8 1,841.0 1,861.6
Diluted earmings Per SNare . .. ...t e 1,918.5 1,930.0 1,980.5 1,872.2 1,898.2
Common dividends declared (MillioNS) . . ..ot e $1,267.0  $1,090.8 $977.6 $801.9 $635.2

*Defined as total common shares less common stock held in treasury.

Stock Price Range and Dividends

2000 1999

Sales Price Dividends Sales Price Dividends
High Low Declared High Low Declared
Firstquarter ... $24.63 $17.00 $.1625 $31.85 $27.42 $.1000
Second qUATEr . ..ot 27.75 21.06 1625 34.56 26.25 1000
Third quarter ......ooeii 25.00 19.75 1625 29.44 22.31 1000
Fouth quarter ... 24.25 15.68 1625 29.38 20.25 1625

Closing price — December 31 ....ooovvveeion. 23.25 21.13

The common stock of U.S. Bancorp is traded on the New York Stock Exchange, under the ticker symbol, “USB.”
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1R Line of Business Financial Performance

Operating segments are components of the Company segments: Consumer Banking; Payment Systems;

about which financial information is available and is Wholesale Banking; Private Client, Trust and Asset
evaluated regularly in deciding how to allocate resources Management; Capital Markets; Treasury; and Corporate
and assess performance. Prior to the merger, the Support. For descriptions of these operating segments
Company operated its business units separately in 2000 see “BUSINESS SEGMENTS” in Note 1 on page 6.

and 1999 as Firstar and USBM and the basis of financial The following table provides restated financial
presentation differed significantly. Accordingly, the results during 2000 for the Company’s primary
presentation of comparative business line results is not operating segments:

practicable at this time.
At the date of the merger of Firstar and USBM, the
Company has reorganized into the following operating

Year Ended December 31, 2000

Private
Client, Trust
Consumer Payment Wholesale and Asset Capital Corporate Consolidated
(Dollars in Milions) Banking Systems Banking Management Markets Treasury Support Company
Net interest income. ...t $31233 $ 5152  $1,780.1 $ 2276 $ 289 $1,3227 $ (862.8 $ 61350
Noninterest income ..................... 1,128.8 867.4 495.7 906.2 1,098.2 218.1 168.8 4,883.2
Totalrevenue . .....ooveiiiiiiiiinn 4 2521 1,382.6 2,275.8 1,133.8 1,127.1 1,640.8 (694.0) 11,018.2
Noninterest expense ..., 1,677.6 357.6 382.2 478.3 909.1 18.7 1,162.5 4,976.0
Other intangible amortization .............. 62.3 28.7 1.3 19.9 — — 42.3 149.5
Goodwill amortization . ... 4.4 1.4 8.0 1.2 1.0 — 216.8 242.8
Total noninterest expense ............. 1,744.3 392.7 391.5 499.4 910.1 18.7 1,411.6 5,368.3
Operating income ................ 2,607.8 989.9 1,884.3 634.4 217.0 1,622.1 (2,105.6) 5,649.9
Provision for credit losses ................ 368.7 400.8 141.4 7.0 — 1.0 (90.9) 828.0
Income before taxes ........ ...l 2,139.1 589.1 1,742.9 627.4 217.0 1,621.1 (2,014.7) 4,821.9
Income taxes and taxable-equivalent
adjustment . ... oo 760.9 209.5 619.9 223.2 772 5411 (716.8) 1,715.0
Operating eamings, before merger-related
CRArgES « oottt $1,3782 $ 3796 $1,123.0 $ 4042 $ 1398 $ 9800 $(1,297.9) $ 3,106.9
Net merger-related charges (after-tax)* (231.3)
Net income $ 2,875.6
Average Balance Sheet Data
O8NS « vttt $ 41,016 $ 8871 $55,763 $ 3802 $ 263 $11,9283 $ (3,321) $118,317
ASSELS o 46,706 9,400 60,254 5,265 3,392 24,417 9,057 168,481
Noninterest-bearing deposits . ............ 11,483 184 9,436 2,267 165 255 40 23,820
Interest-bearing deposits ................. 62,156 1 4,847 4,754 - 10,793 (2,945) 79,606
Total Deposits . ..o $ 73639 $ 185 $14,283 $ 7021 $ 155 $11,048 $ (2,905) $103,426

*Merger-related charges are not allocated to the business lines.

1EVCW B Reconciliation of Operating Earnings™ to Net Income in Accordance with GAAP

(Dollars in Millions) 2000 1999 1998
Operating eamings, before merger and restructuring eMS .. ... oottt $3,106.9 $2,799.0 $2,5619.3
Merger and restructuring related items
Other merger — related ChargeS . . . ...t e e e e (348.7) (355.1) (593.8)
SECUMIES I0SSES . . oottt ettt e e - a77.7) —
Provision for Credit I0SSES . . .. vttt — (7.5) (37.9)
Gain 0N sale Of DrANCNES .« o o oot - — 481
Applicable tax benefit . ... . 17.4 1231 197.2
Net income in accordance With GAAP . . ... $2,875.6 $2,381.8 $2,132.9

*The Company analyzes its performance on a net income basis in accordance with accounting principles generally accepted in the United States, as well as on an operating basis
before merger and restructuring related charges referred to as “operating earnings.” Operating earnings are presented as supplemental information to enhance the readers’
understanding of, and highlight trends in, the Company's core financial results excluding the impact of discrete business acquisitions and restructuring activities. Operating
earnings should not be viewed as a substitute for net income and earning per share as determined in accordance with accounting principles generally accepted in the United

States.
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LEVICYC Analysis of Net Interest Income

(Dollars in Milions) 2000 1999 1998
Components of net interest income
INCOME 0N AMING ASSELS . . . o vttt e e e e e e e e e e e e e $12,157.9 $10,723.0 $10,535.9
Expenses on interest bearing liabilities . .. .. ..o 6,022.9 4,790.3 4,859.7
Net interest income — (taxable-equivalent DasIS) . . .. ..ottt e $ 6,135.0 $ 5,032.7 $ 5,676.2
Net interest INCOME, aS rEPOMEA . . . . . o\ttt e e e e e e e e $ 6,0490.6 $ 5,836.4 $ 5,565.0
Average yields and rates paid — (taxable-equivalent basis)
Eaming assets Vield . . ..o 8.65% 8.02% 8.25%
Rate paid on interest-bearing labIlIES . . ...\ 5.19 4.37 4.67
Gross INtErESt MArGIN . . .. e e e e e 3.46% 3.65% 3.58%
Net INTEresSt Margin . .« oo e e e 4.36% 4.44% 4.44%
Net interest margin — (without taxable-equivalent increments) ... ... 4.30% 4.37% 4.36%
Average balances:
INVESIMENT SECUMIES . . ..\t e e e e $ 17,311 $ 19,271 $ 21,114
[ PP 118,317 109,638 102,451
BamMINg BSSEtS. . o ottt 140,606 133,757 127,738
Interest bearing lADIIES . . . .. oot 116,002 109,719 104,077
Nt free fUNOS™ . e e 24,604 24,038 23,661
*Represents noninterest-bearing deposits, other non-earning assets and liabilities and equity.
LEICX R Net Interest Income — Changes Due to Rate and Volume
2000 Compared with 1999 1999 Compared with 1998
(Dollars in Millions) \olume Yield/Rate Total \olume Yield/Rate Total
Increase (decrease) in
Interest income
Commercial loans. . ................... $511.1 $457.8 $ 968.9 $346.7 $(168.8) $177.9
Commercial real estate ................ 249.2 116.0 365.2 228.3 (72.1) 156.2
Residential mortgages . ................ (233.3) 3.0 (230.3) (191.5) (25.3) (216.8)
Retall loans ...t 202.0 130.0 332.0 270.2 (89.3) 180.9
Totalloans. ..o 729.0 706.8 1,435.8 653.7 (355.5) 208.2
loansheld forsale.................... (10.5) 8.7 (1.8) 135 (1.5) 12.0
Investment securities . ... L (128.2) 71.9 (56.3) (122.7) (27.3) (150.0)
Money market investments ............. 6.3) 16.3 9.0 4.7) (13.4) (18.1)
Trading securities ... 11.3 (1.5) 9.8 13.0 7.2 20.2
Other eaming assets . ...t 18.7 19.7 38.4 252 0.4) 24.8
Total. o 614.0 820.9 1,434.9 578.0 (390.9) 187.1
Interest expense
Interest checking ..................... 2.5 36.9 39.4 12.0 (11.9) 0.1
Money market accounts ............... 9.0 148.8 157.8 89.1 (72.0) 171
Other savings accounts . ............... (17.5) (20.4) (37.9) (12.2) (22.6) (34.8)
Savings certificates. . ......... . ... (21.9) 157.6 135.7 (180.3) (119.8) (300.1)
Certificates over $100,000 ............. 225.6 128.2 353.8 81.0 (28.0) 53.0
Total interest-bearing deposits .. ..... 197.7 4511 648.8 (10.4) (254.3) (264.7)
Short-term borrowings . ................ 43.7 1656.6 199.3 32.4 (44.7) (12.3)
Long-termdebt....................... 120.3 263.2 383.5 266.0 (65.6) 200.4
Mandatorily redeemable
preferred securities of
subsidiary trusts .. ... — 1.0 1.0 6.8 0.4 7.2
Total .o 361.7 870.9 1,232.6 294.8 (364.2) (69.4)
Increase (decrease) in net
interest income .. .................. $252.3 $ (50.0) $ 202.3 $283.2 $ (26.7) $256.5

This table shows the components of the change in net interest income by volume and rate on a taxable-equivalent basis. The effect of changes in rates on volume changes is
allocated based on the percentage relationship of changes in volume and changes in rate. This table does not take into account the level of noninterest-bearing funding, nor does

it fully reflect changes in the mix of assets and liabilities.
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e X Noninterest Income

(Dollars in Millions) 2000 1999 1998
Credit card and payment ProCESSING FEVENUE . . . ...ttt e e et e et e e e e e et e e e e $ 992.1 $ 837.8 $ 748.0
Trust and investment Management TEES . . .. .ottt e e e e e e 926.2 887.1 788.3
DEPOSIE SENVICE CNAIGES . .« v e ettt et et e e e e e e e e e e e e e e e e 5511 497.2 470.3
Cash MaNagEMENT fEES . . ..ottt e e e 292.4 280.6 242.0
Mortgage Danking FEVENUE . . . . . ..ottt et e e e e e e e e e 189.9 190.4 244.6
Trading account profits and COMMISSIONS . .+« .. vttt et e e e e e e et e et e et e e e e e 258.4 222.4 130.3
Investment products fees and CoOmMMISSIONS . . . ..ottt e e e e e e 466.6 450.8 306.9
INvestment DankiNg FTEVENUE . . .« . ...ttt et e e e e e e e e e e e e 360.3 246.6 100.4
INSUrANCE PrOAUCT TEBVENUE . . . o o e ettt e e e e e e e e e e e e e e e e e e 145.3 105.3 82.5
Commercial PrOAUCT TEVENUE . . .« v ettt ettt e e e e e e e e e et e e e e e e e ettt 304.4 2156.7 121.9
Retall prodUCt reVENUE . . ... 69.1 78.0 25,9
SECUMIES GaINS, Nt . oottt e e e e 8.1 13.2 29.1
[T 319.3 219.8 359.8
Total NONINTEIESt INCOME . .+« o oot e e e e $4,883.2 $4,244.9 $3,650.0
LEVIXCM Noninterest Expense
(Dollars in Millions) 2000 1999 1998
SIS v v et $2,4271  $2,3656.3 $2,196.7
EmMployEe DENEMtS . ..t 399.8 410.1 424.9
NET OCCUDANCY .+« e et ettt e e e e e e e e e e e e e e e e e e e e e e e e e e e 396.9 371.8 356.9
FUMItUre and eQUIDMIENT . . ..o e e e e e e e e e e e e e 308.2 307.9 3141
PrOfESSIONAl SEIVICES . . o v ettt et et e et e e e e e 109.0 95.7 105.3
Advertising and MarkEliNg . . . .ot 1221 124.1 126.9
Other PEISONNEL COSES . . v vttt ettt e e e e e e e e e e e e e e e e e e e 107.0 88.4 73.7
IS 10101172 P 111.9 72.2 51.5
DaAtA PrOCESSING .« . o vttt e et e e e e e e 149.7 133.7 120.0
{7 a2 01071 1[0 138.8 123.4 114.2
PO g .« vttt e 174.5 170.7 165.4
1T P 86.5 90.7 89.6
GOOAWIIL .« o e 242.8 177.7 177.2
Other INtaNIDIE @SSELS . .« oottt 149.5 1621 124.6
(0= P 444.5 454.7 398.6
Total operating NONINTEIESE EXPENSE .« .+« v vttt ettt et e e e e e e et e e e e e 5,368.3 5,128.5 4,829.6
Merger and restructuring-related Charges . ... ..ottt e e e e e e e 348.7 532.8 593.8
Total NONINEIEST BXDENSE . . vttt ettt e e e e e e e e e e e e e e e $5,717.0  $5661.3 $5423.4
B CIENCY a0 . o 51.9% 55.7% 58.3%
Efficiency ratio, before merger and restructuring-related charges .. ... 48.8 50.5 51.9
Banking efficiency ratio, before merger and restructuring-related charges™ ... o i 435 46.3 49.4

*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.

“Without investment banking and brokerage activity.
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LEVICWA [oan Portfolio Distribution

2000 1999 1998 1997 1996
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 ... $ 47,041 38.5% | $ 42,021 37.1% |$ 37,777 35.3% | $33,662 34.0% | $30,790 33.7%
Lease financing . .....oooviiit 5,776 4.7 3,835 3.4 3,291 3.1 2,667 2.7 2,351 2.6
Total commercial ............ 52,817 43.2 45,856 40.5 41,068 38.4 36,329 36.7 33,141 36.3
Commercial real estate
Commercial mortgages . . ........... 19,466 18.9 18,636 16.5 16,602 15.5 15,739 16.9 15,363 16.8
Construction and development ... ... 6,977 5.7 6,506 5.7 5,206 4.9 4,059 4.1 3,541 3.9
Total commercial real estate . . 26,443 21.6 25,142 22.2 21,808 20.4 19,798 20.0 18,904 20.7
Residential mortgages . ............ 7,753 6.3 11,395 101 13,980 131 15,892 16.0 13,919 15.3
Retail
Creditcard ... 6,012 4.9 5,004 4.4 4,856 4.5 4,993 5 5,089 5.6
Retail leasing ...t 4,153 3.4 2,123 1.9 1,621 1.5 1,087 1. 787 0.8
Otherretail .....ooovvvviiiii. 25,187 20.6 23,709 20.9 23,625 221 20,930 21. 19,402 21.3
Totalretail . .ooovevee e 35,352 28.9 30,836 27.2 30,102 28.1 27,010 27.3 25,278 27.7
Totalloans ...t $122,365 100.0% | $113,229  100.0% | $106,958  100.0% | $99,029  100.0% | $91,242  100.0%
1EVICK:R Selected Loan Maturity Distribution
Over One
One Year Through Over Five
At December 31, 2000 (Dollars in Millions) or Less Five Years Years Total
COMMEIGIAL .« .« v et e e e e e e e e e e e $23,498  $24,673 $ 4646 $ 52,817
Commercial real SIate . . ... 7,645 13,261 5,637 26,443
Residential MOMGAGES - .+« v v vttt ettt e e 526 892 6,335 7,753
REtall . .ttt 16,974 11,399 6,979 35,352
= T PP $48,643  $50,225  $23,497  $122,365
Total of loans due after one year with:
Predetermined INtErest rates . . . .ottt et e e $ 36,953
FIOating INTEIES FAIES .« .+« v e ettt et e e e e e e et e e e e $ 36,769
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Commercial Loan Exposure by Industry Group and Geography

December 31, 2000

December 31, 1999

Industry Group (Dollars in Millions) Loans % Loans %
Consumer Products and SEMVICES . . v v vttt e et ettt e s $ 9,791 18.4% $ 8,197 17.9%
Capital GOOOS . o ottt ettt e e 6,984 13.2 5,668 12.4
FINANCIAIS . . v e e 5,438 10.3 4,577 10.0
CONSUMET SEAPIES &+ vttt et ettt ettt e e e e e s 5,427 10.3 4,424 9.6
AGHCUIUIE .« o o e e et e e e e e e e e e 4177 7.9 3,813 8.3
TraNSPOMALON .« o ot et e e e e e e e e e 2,775 5.3 2,389 5.2
Private INVESIONS . . . oo 2,405 4.6 2,617 5.5
Paper and forestry products, mining and basic materials .. .......... ..o 2,249 4.3 1,884 4.1
HEaltn Care . . ..o 1,631 3.1 1,644 3.4
TECNOIOgY . v v ettt 1,223 2.3 1,175 2.6
Mortgage Danking . . ..ot 961 1.8 1,051 2.3
= 742 1.4 661 1.4
(101 P 9,014 17.1 7,956 17.3
TOtal . $52,817 100.0% $45,856 100.0%
Geography
CalifOrmIa . .« e e e $ 3,174 6.0% $ 2,366 5.2%
(7]l = oo 1P 2,661 5.0 2,272 5.0
NOIS . v e e e e e e e 3,336 6.3 3,128 6.8
MINNESOTA . <« oo 8,724 16.5 7,969 17.4
MISSOUM o et e et e e e e e e 2,163 4.1 1,697 3.7
OO e e 2,269 4.3 1,698 3.7
[T o 2,769 5.2 2,647 5.8
WWasShiNGION .o 4,860 9.2 4,846 10.6
WWISCONSIN « - ettt ettt ettt e 3,158 6.0 2,671 58
Other banking regions:
MIAWESE . . e 4,647 8.6 4,230 9.2
MIJEASE . . et 2,230 4.2 2,074 4.5
MOUNTAIN . e e e e e 1,316 25 1,331 2.9
SOUtNWESTEIM .+« e e et e 1,460 2.8 1,299 2.8
Total banking rEgIONS .« v v vttt e e et e 42,662 80.8 38,228 83.4
(1S =T o = 10,155 19.2 7,628 16.6
oAl e $52,817 100.0% $45,856 100.0%
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Commercial Real Estate Exposure by Property Type and Geography

December 31, 2000

December 31, 1999

Property Type (Dollars in Milions) Loans % Loans %
BUSINESS OWNEr OCCUDIEA . . . v vttt ettt e e e e e e e e e $ 7,329 27.7% $ 5,663 22.5%
MUI-famIlY o 3,908 14.8 3,538 141
Commercial property:
INAUSTIAL .« e 1,923 7.3 2,343 9.3
OO0 2,761 104 2,979 11.8
Retall. . 2,637 9.6 2,769 1.0
O 2,755 10.4 2,846 1.3
HOMEDUIITErS .« . o oo 1,621 5.8 1,399 5.6
HOtel/MOtel . . o o 1,916 7.2 1,404 5.6
O . 1,793 6.8 2,201 8.8
Ot e $26,443 100.0% $25,142 100.0%
Geography
CalifOmMI . vt et $ 3,255 12.3% $ 1,859 7.4%
COlOraAO . v 855 3.2 800 3.2
IN0IS vt ettt e e 836 3.2 682 2.7
MINNESOTA . . . ot ettt e e e 1,088 4.1 1,120 4.5
S S OUI v ettt e et e e e 2,842 10.7 2,801 111
161 P 2,425 9.2 2,427 9.7
[T oo TP 1,638 6.2 1,613 6.4
N aSNINGION o e 2,937 111 2,808 11.2
WVISCONSIN ¢« v et et e e et et e e e e e e e e e 2,113 8.0 2,102 8.4
Other banking regions:
MIGWEST . oo 2,982 1.3 2,551 101
MIEASE . .ot 1,798 6.8 1,613 6.0
MOUNTAIN © . e e 573 2.2 544 2.2
SOUINWEST N . o et 1,264 4.8 1,201 4.8
Total banking regioNS . .« v v vt e 24,606 251 22,021 231
ONEr TEQIONS .+ v v vttt ettt e e e e e e e e e 1,837 6.9 3,121 12.3
O Al e $26,443 100.0% $25,142 100.0%
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LEVCREN [nvestment Securities

Available-for-Sale

Held-to-Maturity

Average  Weighted Average  Weighted
Amortized Fair Maturity in Average Amortized Fair Maturity in Average
December 31, 2000 (Dollars in Millions) Cost Value Years Yield Cost Value Years Yield
U.S. Treasuries and agencies . .. ..o oveeeann. $ 498 & 500 0.32 6.46% $ — $ — — —%
Withinone year ... 1,030 1,060 2.74 6.36 — — — —
One through five years ...t 63 65 6.81 711 — - - -
Five throughtenyears .......... ... ..., 9 9 14.96 7.48 — - - -
OV e - - - - — - - -
TOtal. o $ 1,600 $ 1,624 2,22 6.43 $ — $ - — —
Mortgage-backed securities
Within one year ..., $ 379 & 379 0.54 6.83 $ — $ — — —
One through five years ...t 1,679 1,687 2.96 6.87 36 36 4.63 7.92
Five throughtenyears ........................ 2,235 2,255 6.74 6.67 — — — —
OV 7,507 7,672 15.28 7.63 — — — —
Total . $11,800  $11,893 11.44 7.31 $ 36 $ 36 4.63 7.92
Obligations of state and political subdivisions
Withinoneyear ..., $ 347 $ 348 0.50 7.34 $ 40 $ 39 0.41 5.78
One throughfive years ............coviiiio... 1,265 1,284 3.10 7.50 58 51 3.21 5.61
Five throughtenyears .......... ..o, 600 614 7.39 7.49 64 68 7.8 5.65
OV BT 158 163 15.13 7.93 54 63 15.38 5.68
Total . $ 2,370  $ 2,409 4.61 7.50 $216 $221 7.09 5.64
Other
Withinone year ..o, $ 15 3% 15 0.46 6.50 $ — $ — — —
One through five years ...t 655 658 2.78 6.72 — - - -
Five throughtenyears .......... .. ..., 8 8 7.30 4.68 — - - -
OVBT 269 256 26.18 7.58 — — — —
TOtal o $ 947 $ 937 9.44 6.94 $ — $ — — —
Other equity securities . . ... .. $ 274 $ 276 — — $ — $ — — —
Money market funds . ... 251 251 — — — — — —
Total investment securities ........... ..o oL $17,242  $17,390 9.47 7.23% $252 $257 — —%

Note: Information related to 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 securities are computed based on historical cost balances.

Net Charge-offs as a Percentage of Average Loans Outstanding

2000 1999 1998 1997 1996
Commercial
COMMEICIAL . .+ o vttt et ettt et e e e e e e e e 56%  41% *% *% *%
LEaSE TNANCING « .+ v vttt et e e e e e e e e e e e 46 24 * * *
Total COMMEICIAL. . . o oottt e e et e et e e e e e e e e .65 40 .31 .50 21
Commercial real estate
COMMETCIAI MOMGAGES .« « vttt ettt ettt e e e e e e et e e e e e e e e .03 02 * * *
Construction and development . ... ... 1 .03 * * *
Total commercial real EState .. ... it .05 02 (.04) (.05) (.03)
Residential mortgages ........ ... ... e 13 A2 .08 .06 .05
Retail
(07T 1007 o Y 3.68 350 3.53 4.05 3.93
REtall 8aSING . . oottt A1 28 * * *
OtNer Tetall . o oo 127 1.23 * * *
Total Tetall e 160 157 1.51 1.65 1.42
Ot 08NS . et ettt 70%  61% .53% .63% 45%

“Information not available
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LEICREY Nonperforming Assets™

December 31

(Dollars in Millions) 2000 1999 1998 1997 1996
Commercial
COMMEICIAL . .« o ettt e e e e e e e e e e e e $470.4  $219.0 $2804 $2639 $
LaSE fINANCING . . o ottt e e e e 70.5 31.5 e 9.8 e
Total COMMETCIAL . . . o oo e e e e e e 540.9 250.5 2481 273.7 238.7
Commercial real estate
CommeErCial MOMGATES .+« v v e et et ettt e e e e e e e e 106.5 138.2 86.9 94.9
Construction and developmMENt . .. ...ttt 38.2 31.6 28.4 19.5
Total commercial real estate . ... 143.7 169.8 116.3 114.4 123.5
Residential mortgages. . .......... ... ... . 56.9 72.8 98.7 95.0 90.5
Retail
Credit Card . ..ot 8.8 5.0 2.6 e e
REtall I88SING .« . v vttt et — 4 5 5 3
ONEr Tt . o o e e 15.0 211 30.4 171 171
Total retall ..o 23.8 26.5 33.5 17.6 17.4
Total NoNPEfOrMING I0ANS . .+« oot 765.3 519.6 495.6 500.7 4701
Otherreal estate ......... ... ... . 61.1 40.0 35.1 57.0 69.9
Other assets .......... ... . 40.6 28.9 16.9 17.4 12.3
Total NONPEMOMING BSSELS . .+ o vttt et e et et e e et $867.0 $588.5  $547.6  $575.1  $552.3
Accruing loans 90 days or more past dUB™ ... ... $3852  $248.6  $252.9  $213.7  $234.6
Nonperforming 10ans 1o total [0aNS . .. ..ottt e .63% 46% 46% 51% .52%
Nonperforming assets to total loans plus other realestate. . ... 71 52 .51 .58 .60
Net interest lost on nonNperforming 10aNS . .. ..o $508 $295 $21.3 $321 P30

“Throughout this document, nonperforming assets and related ratios do not include accruing loans 90 days or more past due.

**These loans are not included in nonperforming assets and continue to accrue interest because they are secured by collateral and/or are in the process of collection and are
reasonably expected to result in repayment or restoration to current status.

***Information not available
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Summary of Allowance for Credit Losses

(Dollars in Millions) 2000 1999 1998 1997 1996
Balance at beginning of year. . ... ... $1,710.3  $1,705.7 $1,6658 $1,600.1 $1,487.3
Charge-offs
Commercial
COMMEICIAl .« v ettt e e e e 319.8 250.1 * * *
Lease fiNanCING . ..ottt 27.9 12.4 * * *
Total commercial .. ... 347.7 262.5 202.3 232.8 143.4
Commercial real estate
Commercial MOMGAGES « .+« « v vttt ettt e et e e e 156.8 191 * * *
Construction and development ... 10.3 2.6 * * *
Total commercial real estate . . ..o 26.1 21.7 23.6 27.3 30.4
Residential MOrMgages . . ..o vt 13.7 16.2 14.4 111 12.8
Retall
Credit Card . ..o 235.8 220.2 223.9 258.3 2371
Retall 18aSINg .ot 14.8 6.2 * * *
Other retall ..o 379.5 376.0 * * *
Total retall . . 630.1 602.4 533.4 522.4 426.4
Total charge-0ffs .. oo vt 1,017.6 902.8 773.7 793.6 613.0
Recoveries
Commercial
COMMEICIAl .« o e ettt e e 64.0 84.8 * * *
Lease fINANCING .« vttt et e e e e e e e 7.2 4.0 * * *
Total COMMEICIAl . ..o vttt 71.2 88.8 81.9 59.3 75.4
Commercial real estate
CommMErCial MOMGAGES + .+« v v ettt e ettt et e e e et 10.8 1561 * * *
Construction and development ... ... 2.6 1.0 * * *
Total commercial real estate . . ..ot 13.4 16.1 31.0 37.7 35.8
Residential mortgages . . ..o v 1.3 1.4 3.0 2.5 5.3
Retall
Credit Card .. oot 27.5 34.6 36.9 38.3 29.5
Retall 188SING .+ v v ettt et 2.0 1.1 * * *
Other retall .. 76.8 88.2 * * *
Total retall . .o 106.3 123.9 112.6 93.1 80.8
TOtal FECOVENIES .« . vttt ettt e e e e 192.2 230.2 228.5 192.6 197.3
Net Charge-offs
Commercial
COMMETCIAl . . v e ettt e e e e e e 255.8 1656.3 * * *
Lease fiNanCING ... oo vttt 20.7 8.4 * * *
Total COMMEICIAl . ..ot ee 276.5 173.7 120.4 173.5 68.0
Commercial real estate
ComMMErCIal MOMGATES .+« v v vttt ettt e e et e e e et e 5.0 4.0 * * *
Construction and development . ... ... 7.7 1.6 * * *
Total commercial real estate . . ..o 12.7 5.6 (7.4) (10.4) (5.4)
Residential mortgages . . ..o 12.4 14.8 1.4 8.6 7.5
Retall
Credit Card ..ottt 208.3 185.6 187.0 220.0 207.6
Retall 188SING .+ v oo ettt et 12.8 5.1 * * *
Other retall oo 302.7 287.8 * * *
Total retall . .o 523.8 478.5 420.8 429.3 345.6
Total net charge-offS . . . oot 825.4 672.6 545.2 601.0 416.7
Provision for Credit I0SSES . v v vttt 828.0 646.0 491.3 639.9 429.9
Acquisitions and other Changes .« ... oo vt 74.0 31.2 93.8 26.8 98.6
Balance at end of year ... ... i $1,786.9 $1,710.3 $1,705.7 $1,665.8 $1,600.1
Allowance as a percentage of:
Period-end 108NS . . .ottt 1.46% 1.51% 1.69% 1.68% 1.75%
NoNPEerformMing I0aNS . . .« ot e 233 329 344 333 340
NONPEfOrMING @SSEIS . .« ot vt 206 291 312 290 290
Net Charge-0ffs . ..ot 216 254 313 277 385

*Information not available
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EVIER T Delinquent Loan Ratios*

December 31

90 days or more past due 2000 1999 1998 1997 1996
Commercial
COMMEICIAL .« .« v ettt e ettt e e e e e e e e e e e e e e e e 1.11%  .57%  .69% % %
LaSE fINANCING .« .ttt e e e e e 1.24 .82 57 * *
Total COMMEICIAL . . . o oottt e e e e e e e 1.13 .59 .68 .84 .83
Commercial real estate
COMMEICIAl MOMGAGES .+« + e ettt e e e e e e e et e e e e e e e e e .61 .82 .59 = **
Construction and deVEIODMENT . . . ...ttt e e e e e e .57 .53 .60 = *
Total commercCial real BSTAIE . . .. ..o .60 T4 .59 67 .82
Residential mortgages . . ........ ... .. e 149 1.1 1.26 .90 .95
Retail
[T 180 1856 133 1.07 * *
Retall 88SING . . ottt .20 14 13 ** -
ONET Tt . o v ettt e e .64 A7 47 > *
Total Tt .« v et 79 .59 .55 42 AT
0] N 94%  68% 70% 72% T77%

* Ratios include nonperforming loans and are expressed as a percent of ending loan balances.
** Information not available

Allocation of Allowance for Credit Losses

Allocation Amount At December 31 Allocation as a Percent of Loans Outstanding
(Dollars in Millions) 2000 1999 1998 1997 1996 2000 1999 1998 1997 1996
Commercial
Commercial ... $ 6265 $ 4083 $ 3437 $ 3705 $ 3415 1.33% 97% 91%  1.10%  1.11%
Lease financing . ............... 26.7 20.2 21.5 16.4 13.7 .46 .53 .65 62 .68
Total commercial ............ 653.2 428.5 365.2 386.9 3565.2 1.24 .93 .89 1.06 1.07
Commercial real estate
Commercial mortgages. . ........ 59.2 110.4 106.2 106.6 149.3 .30 .59 .63 67 97
Construction and development . . . 23.6 22.5 25.9 27.7 24.1 .34 .35 .50 .68 .68
Total commercial real estate .. 82.8 132.9 131.1 133.3 173.4 .31 .53 .60 67 .92
Residential mortgages . ... ...... 9.6 18.6 27.2 36.9 30.9 12 16 19 23 22
Retail
Creditcard.................... 265.6 320.8 304.3 217.4 234.5 4.42 6.41 6.27 4.35 4.61
Retail leasing . .....ooovvviia.. 27.2 18.6 6.5 4.9 2.4 .65 .87 .40 45 .31
Otherretail ..., 358.9 389.2 365.6 257.9 201.0 1.43 1.64 1.65 1.23 1.04
Totalretail . ...l 651.7 728.6 676.4 480.2 437.9 1.84 2.36 2.25 1.78 1.73
Total allocated allowance .. ... 1,397.3 1,308.6 1,199.9 1,037.3 997.4 1.14 1.16 1.12 1.05 1.09
Unallocated portion.......... 389.6 401.7 505.8 628.5 602.7 .32 .35 A7 .63 .66
Total allowance. . .......oooveii... $1,786.9 $1,710.3  $1,705.7  $1,6656.8  $1,600.1 1.46%  1.51% 1.59% 1.68% 1.75%
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Deposits by Type

December 31 (Dollars in Millions) 2000 1999 1998 1997 1996
Noninterest-bearnng dePOSIES . . ..ottt e e e $ 26,633 P 26,350 P 27,479  $24,062  $23,417
Interest-bearing deposits
SAVINGS ACCOUNES &+ o v vttt et et e ettt e et e e e e e e e 4,516 5,445 6,352 6,414 6,807
INterest CheCKING . . .ot 13,982 13,141 13,385 12,212 11,629
Money Markel ACCOUNTS . . . oo v et ettt e e e e e e e e e e 23,899 22,751 22,086 18,672 17,416
Time certificates of deposit less than $100,000 . ... ... 25,780 25,394 27,935 29,5648 27,687
Time deposits greater than $100,000
DOMEBSHC « . ettt e e e e e 11,221 9,348 6,261 6,622 6,572
oI o o 3,504 988 848 793 483
Total depOSIS . . ettt $109,535  $103,417  $104,346  $98,323  $93,811

Percent of deposits by type

Noninterest-bearing dePOSITS . . . . oottt 24.3% 25.4% 26.3% 24.4% 25.0%
Interest-bearing deposits
SAVINGS ACCOUNES &+ v v vttt et e e e ettt et e e e e e e 4.1 5.3 6.1 6.5 7.2
INterest CheCKING . . .ot 12.8 12.6 12.8 12.4 12.3
Money Markel ACCOUNTS . . . vt vttt e e e e e e e e e e 21.8 22.0 21.2 19.0 18.6
Time certificates of deposit less than $100,000 ... .ot 235 24.6 26.8 30.2 29.4
Time deposits greater than $100,000
DOMESHIC oo 10.3 9.1 6.0 6.7 7.0
L1510 3.2 1.0 .8 .8 5
Total depOSIS . et 100.0% 100.0% 100.0% 100.0% 100.0%

The maturity of time deposits greater than $100,000 is as follows:

December 31, 2000 (Dollars in Millions)

TIMEE MONMNS OF IBSS . . v vttt ettt e e e e e e e e e e e e e e e e e e e e e e e e $ 9,466
Over three Months throUGh SIX MONINS . . . oottt ettt e e e e e e e e et e e e e e e e e e e e e e e 1,727
Over six Months through tWEIVE MONTNS . . . . oot et e e e e e e et e e e e e e e e e e e e e e e 1,850
OV AWV E MNONINS . ettt e et et e e et et e e e e e e e e e e e e e 1,682

Ol e $14,725
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LEVICREY [nterest Rate Sensitivity Gap Analysis

Repricing Maturities

Less than 3-6 6-12 1-5 More than
December 31, 2000 (Dollars in Millions) 3 months months months years 5 years Total
Earning Assets
[0 = $64,299  $7,246 $ 9900 $32,911 $ 8,009 $122,365
Loans held for Sale . ...t 764 - - - - 764
Investment SECUMIES . . ..o vt 2,357 1,028 1,644 8,401 4,212 17,642
BT o e 2,420 7 13 21 890 3,351
Total @aming assets . ... ..ot $69,840  $8281  $11,557  $41,333 $13,111 $144,122
Interest-Bearing Liabilities
DEPOSIS - . v e e ettt $43,813  $7,714  $ 9,443  $21,865 $ 67 $ 82,902
Short-term DOMOWINGS .« .o v et ettt 9,394 25 2,406 1 7 11,833
Long-term debt ... 13,825 389 839 4,825 1,998 21,876
Company-obligated mandatorily redeemable preferred securities . ....... 300 — — — 1,100 1,400
Total interest-bearing liabilities . ... ... $67,332  $8,128 $12,688  $26,691 $ 3172 $118,011
Effect of off-balance sheet hedging instruments
Receiving fiXed .. ... $ 811 $ 423 $ 568 P 4,416 $ 2,040 $ 8,258
Receiving floating . ... 1,500 — — — — 1,500
Paying fiXxed . ... — — (500) — — (600)
Paying floating . ... (9,093) (150) — (15) — (9,258)
Total effect of off-balance sheet hedging instruments ........... $6,782) $ 273 $ 68 $ 4,401 $ 2040 3 —
REPMCING QD .+ v v ettt et et et e e e e e $@4274 $ 426  $(1,063) $19,043 $11,979 $ 26,111
Cumulative repricing GaP + « v vttt e e (4,274) (3,848) (4,911) 14,132 26,111

The estimates of the Company’s assets, liabilities, and hedging instruments are based upon the Company’s assessment of the repricing characteristics of contractual and non-
contractual instruments. Non-contractual deposit liabilities are subject to immediate withdrawal. For purposes of the above analysis these accounts are reported based upon a

historical analysis of the Company’s accounts.

Interest Rate Swap Hedging Portfolio Notional Balances and Yields by

Maturity Date

December 31, 2000 (Dollars in Millions)

Weighted Weighted

Average Average

Notional Interest Rate Interest Rate

Maturity Date Amount Received Paid
200 e $1,465 6.76% 6.84%

2002 e 544 6.22 6.74

2008 . 1,674 6.02 6.69

200 1,475 6.60 6.72

200D e 1,000 6.88 6.87

1055 1 2,600 6.66 6.82
oAl e $8,758 6.54% 6.78%

At December 31, 2000 the Company had $1.0 billion in basis swaps maturing in 2002.
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Debt Ratings

Standard &
At December 31, 2000 Moody's Poors Fitch
U.S. Bancorp
ShOrt-tEIM DOMOWINGS .+« v v ettt e e e et e e e e e e e e e e et e e e e e e e e F1
Senior debt and Medium-term NOTES . . . . . ..ottt Al A A+
Subordinated debt . . ... A2 A- A
Preferred StOCK. . . ..o al BBB+ A
COMMETCIAl PADET .« .« o ettt e e e e et et e e e e e e e e e e e e e P-1 A-1 F1
U.S. Bank, NA
Short-term tiMe AEPOSITS . « .« « o ottt et e e e e e e e P-1 A-1 F1+
LONG-term tIME AEPOSITS . . . v et ettt e e e e e e e e e e e e Aa3 A+ AA-
BanK NOTES .« oo AaB/P-1 A+/A-1 A+/F1+
Subordinated debt . . ... Al A A
Firstar Bank, NA
Short-term tiMe AEPOSIES . . . oottt e e P-1 A-1 F1+
LoNg-term tiMe AEPOSIES . . .« o oo ettt e Aa3 A+ AA-
BanK NMOTES . . .o AaB/P-1 A+/A-1 A+/F1+
Subordinated debt . . ... Al A A
Regulatory Capital Ratios
At December 31 (Dollars in Millions) 2000 1999
U.S. Bancorp
TaNgIDIE COMMON EOUIY . .\ et ettt e ettt e e e e e e e e e e e e e e e e e e e e e e e e $10,856  $10,137
As a percent Of TaNGIDIE @SSEIS . . ...ttt 6.76% 6.74%
LIS T = o] PP $11,602  $10,936
As a percent Of Misk-WeIghted @SSEIS . . . . oo vttt e 7.21% 7.35%
As a percent of adjusted quarterly average assets (Leverage ratio) . . ... ...t 7.39% 7.50%
Total RISK-DASEA CAPIAl .+ . . v vttt ettt et e e e e e e e e e e e $17,038  $16,342
As a percent Of risk-WeIghted @SSEIS . . . . oo vttt e e 10.59% 10.99%
Significant Bank Subsidiaries**
U.S. Bank N.A.:
LIS 7= PP 7.29% 6.89%
Total Risk-Dased Caplal . ... ... e 11.21 11.08
[T T T Y 7.89 7.67
Firstar Bank, N.A.
TIEr 1 CaDIal oot 6.58% 7.43%
Total Risk-Dased Caplal . . ... ... e 10.39 10.22
[T T T Y 6.43 7.30
Well-
Bank Regulatory Capital Requirements Minimurn Capitalized
TIEr 1 DAl .« vt ettt e e 4.00% 6.00%
Total Risk-Dased Capital . . . ...ttt e et e e e 8.00 10.00
[T T 3.00 5.00

* Defined as shareholders’ equity less goodwill

** These balances and ratios were prepared in accordance with regulatory accounting principles as disclosed in the subsidiaries’ regulatory reports.
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E\VIEWPY Fourth Quarter Summary

Three Months Ended
December 31

(Dollars in Millions, Except Per Share Data) 2000 1999
Condensed Income Statement
Net interest income (taxable-equivalent DASIS) . . . ... ...t $1,562.5 $1,501.4
SECUMIIES GAINS, NB . ottt et et e e e e e e e e e e 7.0 2.1
Other NONINTEIEST INCOME . . . . .ottt e e e e e e e e e e e 1,257.9 1,135.1
Merger-related ChargesS . . . .. oottt e et e e e e e e e e e e e 84.1 90.5
Other NONINTEIEST EXPENSE .« . . v ettt ettt et e e e e e e et e e e e e e e e e ettt e e e e e et e 1,347.8 1,342.1
Provision for Credit I0SSES . . . . v v vttt e 229.5 173.7
INComMe DEfOre INCOME TAXES . . . .ot e e e e e e e e e 1,166.0 1,032.3
Taxable-equivalent adjUsSIMmENT . . . ..o 21.0 22.9
INCOME TAXES .« v et ettt et e e e e e e e e e e e e e e e e 376.3 372.4
Nt NCOME o ettt et et et e e e e e e $ 768.7 $ 637.0
Financial Ratios
REUM 0N AVErage GSSEIS . . . o ittt e e 1.89% 1.66%
Return on average ComMMON EOUITY . . . o oottt ettt e e e e e e e et e et e e e e e e e e e e e 20.7 18.3
Net interest margin (taxable-equivalent DasIS) . . . ...ttt 4.33 4.49
=Y 1Y €= 1o 50.8 54.6
Banking effiCienCy ratior . . ... e 44.9 50.3
Per Common Share
BAMINGS POI SNAIE. . . .ottt $ 41 $ .33
Diluted €amings PEr SNAIE . . . .. v vttt e 40 .33
DIVIAENds AECIAred . . ..o e e 1625 1625
Selected Financial Ratios Excluding Merger-Related Charges
REtUM ON QVEIagE @SSEIS . .« o vttt ettt e e e e e 2.02% 1.88%
REtUn 0N average BQUILY . ..ot e e e 22.2 20.7
EffICIBNCY a0 vttt 47.9 51.2
Banking effiCienCy ralio™ . . ... 42.0 46.5
*Without investment banking and brokerage activity
U.S. Bancorp 59



Computation of Ratio of Earnings to Fixed Charges

Year Ended December 31 (Dollars in Millions) 2000 1999 1998 1997 1996
Earnings
T NEBLINCOME .ttt $ 28756 $2,331.8 $2,1329 $1,599.3 $1,918.6
2. Applicable INCOME TaXES . .ottt e e 1,612.2 1,392.2 1,167.4 950.6 1,082.9
3. Income before taxes (1 + 2) ..ttt $ 43878 $3,774.0 $3,300.3 $2,549.9 $3,001.5
4. Fixed charges:
a. Interest expense excluding interest on deposits .. ..o $ 24041  $1,820.3 $1,6250 $1,305.6  $1,067.9
b. Portion of rents representative of interest and amortization of debt expense . .. 86.7 78.9 73.3 68.0 68.5
c. Fixed charges excluding interest on deposits (4a + 4b) .................... 2,490.8 1,899.2 1,698.3 1,373.6 1,136.4
d. Interest ON depositS . .o oot 3,618.8 2,970.0 3,234.7 3,084.2 2,921.5
e. Fixed charges including interest on deposits (4c +4d) . ...ttt $ 6,109.6 $4,869.2 $4,933.0 P$4,457.8 $4,057.9
5. Amortization of interest capitalized . . .. ......oo e $ - $ - % - $ - 8 —
6. Earnings excluding interest on deposits (3 +4C +5) ..o 6,878.6 5,673.2 4,998.6 3,923.5 4,137.9
7. Earnings including interest on deposits (3 +4e +5) ... 10,497 .4 8,643.2 8,233.3 7,007.7 7,059.4
8. Fixed charges excluding interest on deposits (4C) . ....ovvii 2,490.8 1,899.2 1,698.3 1,373.6 1,136.4
9. Fixed charges including interest on deposits (4€) . ..vvvve it 6,109.6 4,869.2 4,933.0 4,457.8 4,057.9
Ratio of Earnings to Fixed Charges
10. Excluding interest on deposits
(INE B/IINE B) v vttt ettt e e e e e e e 2,76 2.99 2.94 2.86 3.64
11, Including interest on deposits
(N 7/INE Q)+ vttt et e e 1.72 1.78 1.67 1.67 1.74
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Corporate Information

Executive Offices

U.S. Bancorp

U.S. Bank Place

601 Second Avenue South
Minneapolis, Minnesota 55402-4302

Common Stock Transfer Agent and Registrar

Firstar Bank, N.A., a subsidiary of U.S. Bancorp, acts as transfer agent and
registrar, dividend paying agent and dividend reinvestment plan agent for U.S.
Bancorp and maintains all shareholder records for the corporation. Inquiries
related to shareholder records, stock transfers, changes of ownership, changes
of address and dividend payment should be sent to the transfer agent at the
following address:

Firstar Bank, N.A.

1555 North River Center Drive, Suite 301
Milwaukee, WI 53212
Phone:1-800-637-7549

Fax: 414-276-4226

Email: firstarinvestorservice@firstar.com

Independent Public Accountants

The independent public accountants of U.S. Bancorp are
PricewaterhouseCoopers LLP.

Common Stock Listing and Trading

U.S. Bancorp common stock is listed and traded on the New York Stock
Exchange under the ticker symbol USB.

Dividend Reinvestment Plan

U.S. Bancorp shareholders can take advantage of a plan that provides
automatic reinvestment of dividends and/or optional cash purchase of
additional shares of U.S. Bancorp common stock. For more information,
please contact:

Firstar Bank, N.A.

Dividend Reinvestment Department

1555 North River Center Drive, Suite 301
Milwaukee, WI 53212

or call 1-800-637-7549

Investment Community Contacts

Howell D. McCullough

Senior Vice President, Investor Relations
612-973-2261
howell.mccullough@usbank.com

Judith T. Murphy

Vice President, Investor Relations
612-973-2264
judith.murphy@usbank.com

[Ebancorp

Five Star Service Guaranteed C

For product and service information, locations and other information
about our U.S. Bank and Firstar banks and lines of business:

www.usbank.com
www.firstar.com

Financial Information

U.S. Bancorp news and financial results are available through the company’s
web site and mail.

Web site. For information about U.S. Bancorp, including news and financial
results and online annual reports, access our home page on the Internet at
www.usbank.com

Mail. At your request, we will mail to you our quarterly earnings news
releases, quarterly financial data on Form 10-Q and additional annual reports.
To be added to U.S. Bancorp’s mailing list for quarterly earnings news releases,
or to request other information, please contact:

U.S. Bancorp Investor Relations

601 Second Avenue South
Minneapolis, Minnesota 55402-4302
612-973-2263
corporaterelations@usbank.com

Media Requests

Wendy Raway

Vice President, Public Relations
612-973-2429
wendy.raway@usbank.com

Diversity

U.S. Bancorp and its subsidiaries are committed to developing and
maintaining a workplace that reflects the diversity of the communities we
serve. We support a work environment where individual differences are
valued and respected and where each individual who shares the fundamental
values of the company has an opportunity to contribute and grow based on
individual merit.

Equal Employment Opportunity/Affirmative Action

U.S. Bancorp and its subsidiaries are committed to providing Equal
Employment Opportunity to all employees and applicants for employment.

In keeping with this, employment decisions are made based upon job-related
knowledge, skills and abilities rather than race, color, religion, national origin,
gender, age, marital status, disability, veteran status, sexual orientation, gender
identity or any other characteristic protected by law. The corporation
complies with municipal, state, and federal Fair Employment Laws, including
regulations applying to federal contractors.

Community Annual Report

To request copies of the U.S. Bancorp Community Annual Report, published
separately from our U.S. Bancorp Annual Report and Form 10-K, please call
U.S. Bancorp Community Development at 612-973-4996. To request copies
of the Firstar Community Partnership Report, please call Firstar Community
Development at (513) 632-4030.

U.S. Bancorp, including each of its subsidiaries, is an Equal Opportunity
Employer and a Drug-Free Workplace.

This report has been produced on recycled paper. @
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