Edgar Filing: US BANCORP \DE\ - Form 8-K

US BANCORP \DE\
Form 8-K
April 17, 2001

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

FORM 8-K

CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of Report (Date of earliest event reported): December 31, 2000

(Commission File Number)

U.S. BANCORP

(Exact name of Registrant as specified in its charter)

DELAWARE 41-0255900

(State of incorporation) (I.R.S. Employer
Identification Number)

U.S. Bank Place
601 Second Avenue South, Minneapolis, Minnesota 55402-4302

(Address of Registrant's principal executive office)

(612) 973-1111




Edgar Filing: US BANCORP \DE\ - Form 8-K

ITEM 5. OTHER EVENTS

The following consolidated financial statements of U.S. Bancorp, a
Delaware corporation, are included in this report:

Balance Sheet as of December 31, 2000 and 1999;

Statement of Income for the Years Ended December 31, 2000, 1999 and
1998;

Statement of Shareholders' Equity for the Years Ended December 31,
2000, 1999 and 1998;

Statement of Cash Flows for the Years Ended December 31, 2000, 1999 and
1998

Report of Independent Accountants
Supplemental Financial Data and Tables
ITEM 7. FINANCIAL STATEMENTS, PRO FORMA FINANCIAL INFORMATION AND EXHIBITS

(a) Financial statements of businesses acquired.
Not applicable.

(b) Pro forma financial information.
Not applicable.

(c) Exhibits. None.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934,
the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

U.S. BANCORP

By: /s/ Terrance R. Dolan
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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 1is 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
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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.

SELECTED FINANCIAL DATA

(Dollars in Millions, Except Per Share Data) 2000 1999 1998

CONDENSED INCOME STATEMENT

Net interest income (taxable-—-equivalent basis).............. $6,135.0 $5,932.7 $5,676.2
Merger and restructuring related gains..............en.. - - -
Securities gains, Net . ...ttt ittt ittt et eenaaens 8.1 13.2 29.1
Other noninterest 1NCOmME. ... i i ittt ittt ittt eeeeaeeens 4,875.1 4,231.7 3,620.9
Merger and restructuring related charges.................... 348.7 532.8 593.8
Other noninterest eXpense........ ittt eeeeteeennnneenns 5,368.3 5,128.5 4,829.6
Provision for credit 10SSeS. ...ttt et eeeenneneenns 828.0 646.0 491.3
Income DEefOre LaXe S . v i ittt ittt ittt ittt eeeeeeeeaeenenan 4,473.2 3,870.3 3,411.5
Taxable-equivalent adjustment........ ...ttt ennnnenns 85.4 96.3 111.2
TN COME L AXE S e v vt i ettt e et ettt et teeeeeeeeeeeeeeeeeeeeaeeaens 1,512.2 1,392.2 1,167.4
= S 1o Yol 11T $2,875.6 $2,381.8 $2,132.9

FINANCIAL RATIOS

RetUrn 0N average aSSetl S ... i it i in ittt eneeeeeeeeaneeeeenns 1.81% 1.59% 1.49%
Return on average Uity .. ..o iin ittt ettt eeeeeeeonneeeenns 20.0 18.0 17.2
Net interest margin (taxable-equivalent basis).............. 4.36 4.44 4.44
Efficiency ratio. ...ttt ittt e et e et e 51.9 55.7 58.3
Banking efficiency ratio* . ... ..ttt et e 46.8 52.0 56.1
PER COMMON SHARE
Earnings Per Share. ...t i it in ittt eeeeeeeeeeneeeeeeeeennns S 1.51 S 1.25 S 1.12
Diluted earnings per share....... ...ttt tennnnennnn 1.50 1.23 1.10
Dividends declared. ... .ttt ittt nnnneeeeeeeeennnnas .65 .4625 .33
SELECTED FINANCIAL RATIOS EXCLUDING MERGER AND RESTRUCTURING RELATED

ITEMS
RetUrn 0N average asSSetl S ... i it it ittt eneeeeeeeeanneeeenns 2.03% 1.94% 1.91%
Return on average Uity .. ..o u i i in ittt ttneeeeeeeonneeeenns 22.4 22.0 22.0
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Efficiency ratio. ...ttt ittt e e et e et e 48.8 50.5 51.9
Banking efficiency ratio*. ... ...t e 43.5 46.3 49.4
AVERAGE BALANCE SHEET DATA

T 7= 50 = $118,317 $109, 638 $102,451
Loans held for Sale. ...ttt ittt eeeeeeeeeeeeneeneeens 1,303 1,450 1,264
Investment secUrities. ...ttt ittt et ittt ee e et 17,311 19,271 21,114
Earning @SSet S . vt ittt ittt e et ettt et e e 140, 606 133,757 127,738
== 0wl = 158,481 150,167 142,887
Noninterest bearing deposits. .. ...ttt ennn 23,820 23,556 23,011
JD 1Y o X = 103,426 99,920 98,940
Short-—term DoOrroOWInNgS . v ittt it e et ettt ettt eee e eeaeenns 12,586 11,707 11,102
Long—term debt . ...ttt it ettt e et e e e e 22,410 20,248 15,732
Total shareholders' eqUity. ...ttt ittt ittt eeneenns 14,365 13,221 12,383
Average shares outstanding.........c.o ittt iminneeeeennnnns 1,906.0 1,907.8 1,898.8
Average diluted shares outstanding.............iiiiinnnnn.. 1,918.5 1,930.0 1,930.5
YEAR-END BALANCE SHEET DATA

T 2= 50 = $122,365 $113,229 $106, 958
Investment secUrities. ...ttt ittt ittt e ee e ee e 17,642 17,449 20,965
= 0wl = 164,921 154,318 150,714
JD 1Y o X I = 109,535 103,417 104,346
Long-—term debt . ...ttt it ettt e e e et 21,876 21,027 18,679
Total shareholders' eqUityY. ...ttt ittt ii et eeneenns 15,168 13,947 12,574

*Without investment banking and brokerage activity.

U.S. Bancorp 1
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CONSOLIDATED BALANCE SHEET

At December 31 (Dollars in Millions) 2000 1999
ASSETS

Cash and due from DanKS. ... .t ittt ittt ettt teeeeneean S 8,475 S 7,324
Money market InvestmentS. ... ...ttt ittt teeeeeeeeennenns 657 1,934
Trading account secUritiesS.......i i iiineneeeeeennenns 753 617

Investment securities
Held-to-maturity (fair value $257 and $200,

TESPECEIVE LY ) ¢ ittt ettt e e e e e e e e e e e et e 252 194

Availlable—for—Sale. @ittt ittt ittt e et e 17,390 17,255

Loans held for sale. ...ttt ittt ettt eeaaeeaeens 764 670
Loans

(O3 101011 ot @ 10 52,817 45,856

Commercial real estate. ...ttt ittt ittt ee e 26,443 25,142

Residential MOrtgage S . v v e ittt ittt tte e eeeeeaeenns 7,753 11,395

2 w0 Ot 35,352 30,836

Total 10ANS .t i it ittt ettt ettt ettt ettt eeeeeeeeeeaaeean 122,365 113,229

Less allowance for credit 1losSseS.......veeeeennene... 1,787 1,710

NEt 10N S e it ittt ettt et e e et eeeeeeeeeeeeeenaeeeeeeens 120,578 111,519

Premises and equipment . ... ... iiii ittt ittt neeeeeanneeeenns 1,836 1,865

Customers' liability on acceptanCes. .. ... ettt ennnneenns 183 167

Goodwill and other intangible assets............iiiiiiiee... 5,309 4,825

(@ 1ol o = = i Y 8,724 7,948

TOLAl S SEE St i ittt ettt ettt e ettt ettt ettt e $164,921 $154,318
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LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits
Noninterest-bearing. .. ...ttt ittt ne ettt eeeeeeeeeeenns
Interest-bearing. ...ttt ittt ittt ettt ettt
Time deposits greater than $100,000..... ¢ ennnn.

Total depPoOSi it S . i i ittt ittt et e e e ettt et
Short-—term DoOrroOWIngS . v ittt ittt e et ettt ettt eeeeaeenns
Long—term debt ...ttt it ettt e e e e e et
Company-obligated mandatorily redeemable preferred

securities of subsidiary trusts holding solely the junior

subordinated debentures of the parent company..............
Acceptances outstanding. . ...ttt ittt ittt e e
Other liabilities. ...ttt ittt ettt

Total liabilities. ...ttt ettt teeeeeeenes
Shareholders' equity
Common stock, par value $0.01 a share —-- authorized
2,000,000,000 shares; issued: 2000 -- 1,943,541,593
shares; 1999 —-- 1,938,856,001 shares......uueeieeenenn.
CapPital SULPLUS . i ittt ittt ettt e ee ettt eaeeeeeeeeanaaens
Retained earnings. ...ttt ii ittt it ettt eeeeeeennn
Less cost of common stock in treasury: 2000 -- 41,458,159
shares; 1999 —— 10,346,823 SharesS. ... vttt tneeneeennnnn
Other comprehensive income......... ..ttt tinnnnnnnn.

Total shareholders' equity.......i i iennneen..

$ 26,
68,

633
177

14,725

109,535

11,
21,

1,

4,

833
876

400
183
926

$

26,350
66,731
10,336

103,417
10,558
21,027

1,400
167
3,802

149,

4,
11,

753

19
276
658

140,371

See Notes to Consolidated Financial Statements.

CONSOLIDATED STATEMENT OF INCOME

U.

S.

Bancorp

Year Ended December 31 (Dollars and Shares in Millions, Except Per Share Data)

Investment securities

=Y o T
NON=TaXal e . i vttt ittt et et e e e ettt et ettt e
Money market InvestmentsS. ... ..ottt ii ittt tteeeeeeeeenneaeens
Trading secUrities. . .ttt it ettt e et e ettt e
Other interest 1NCOmMEe. . ...ttt ittt ittt ittt ettt eeeeee e

Total interest IncCome. .. ...ttt ittt et eeeannnn

INTEREST EXPENSE

I T =
Short—term DoOrroOWingS . .« v vttt ittt ettt e et ettt aeeeeeaeens
Long—term debt ...ttt i ettt et e e et e e

Company-obligated mandatorily redeemable preferred securities of subsidiary
trusts holding solely the junior subordinated debentures of the parent

$10,562.
102.1

(€]
Ur

1,008.3
140.6
53.9
7

4
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Total Interest EXPENSE . . ittt ittt ittt ettt eeaaeeeeaeens

Net dnterest 1nCOmMe. ...t ittt ittt ettt ettt ae et eeaeeeaeneens
Provision for credit 1oSSeS. ..ttt ittt te et teeeeeeeeeenneaeens

Net interest income after provision for credit losses................
NONINTEREST INCOME

Credit card and payment ProCesSinNg reVEeNUE . .. .. v v eenneneeeeeennnnenenens
Trust and investment management fees......... ..ttt iinneeeeeennnnn
Deposit ServicCe ChargeS . ... ittt ittt et i ettt eee et anaeaeens
Cash management feeS . . ittt ittt ittt et ettt et eeeeee e enaeaaens
Mortgage banking FevVeNUE. .« ittt t it ettt ettt e ettt aeeeeeeeeeannens
Trading account profits and commissSions.........i ittt iineneeeeennnnn
Investment products fees and commisSSIiONS. .. ...ttt ittt eneeeeennnnn
Investment banking reveNUe . ...ttt ittt ittt ettt et eeeeaeeeeeannenn
Commercial ProdUCE FeVENUE . ¢ v vttt ittt ettt tee e e e et eneeeeeeeeenaeeeens
Securities gains, Nel . ...ttt ittt ettt et ettt aeeeeeeeeeanens

Total noninterest 1NCOME. ...ttt ittt et ee et taeeeeeeeens
NONINTEREST EXPENSE
ST I = B =
Employee benef it s. ittt ittt e e e e e e e e e et e
JA S S @ Y e 5 €= K 1/
Furniture and equUipment . ... ..ttt ittt ettt eeeeeeeeeenaeaenns

Total nNoninterest EXPEeNSE . v v vttt ittt ittt ettt eeaeeeeeeeens

Income before InNCOmMEe LaXeS . i i it ittt ittt ettt eeeeeeeeeeannens
Applicable 1NCOME LaXES . ittt ittt e eee e eeeeeeeeeeaneeeeeeeeaeens

J LS T I8 'a ¥ @) 111 O

Earnings per Share. ...ttt ittt et ettt ettt eee et
Diluted earnings Per Share. .. ...ttt ittt ittt et ettt enaeaeens

Average COMMON SNareS. ...ttt ittt ittt ittt ettt ettt eeeenenn
Average diluted COMMON SNATES . .t it ittt ittt et e ettt eeeeeeeeeeannens

See Notes to Consolidated Financial Statements.

U.S. Bancorp
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CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

Preferred Common Capital
(Dollars in Millions) Stock Stock Surplus

Retained
Earnings

Treasury
Stock
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BALANCE DECEMBER 31, 1997....... $ 5.3 $18.8 $3,970.8 $ 7,465.0 S (175.0)
Net income.......cuiiiiineennnnn 2,132.9
Unrealized gain on securities
available for sale.............
Reclassification adjustment for
gains realized in net income...
Income taxes.......oiiiiiiinenn.

Total comprehensive

income.......coiiiii..

Cash dividends declared on

common stock........ ... (977.6)
Cash dividends declared on

preferred stock............. ... (.1)
Conversion of preferred stock

into common stock.............. (5.3) 4.7 .5 .1
Issuance of common stock and

treasury shares................ .5 423.4 137.7 422.9
Purchase of treasury stock...... (1,104.0)

Purchase and retirement of
common stock and treasury

SEOCK . v i e e e e e (107.0) 106.7
Shares reserved to meet deferred

compensation obligations....... 9.1 (7.9)
Amortization of restricted

StoCK . v i i e e 37.7
ESOP debt reduction, net........ 1.8
BALANCE DECEMBER 31, 1998....... $ - $19.3 $4,338.7 $ 8,758.4 S  (755.4)
Net dincome. ......coiiiiineennnnn 2,381.8

Unrealized loss on securities
available for sale.............
Reclassification adjustment for
losses realized in net
Income. ¢ v v ittt it e e e e e
Income taxes. ..ot i,

Total comprehensive
income.......coiiiii...
Cash dividends declared on
common stock........ ... (1,090.8)
Issuance of common stock and
treasury shares................ .2 213.8 1,377.0
Purchase of treasury stock...... (1,187.9)
Retirement of treasury stock.... (.1) (343.8) 344.0
Shares reserved to meet deferred
compensation obligations....... 2.1 (2.0)
Amortization of restricted

Net income. ......cuiiiiineennnnn 2,875.6
Unrealized gain on securities
available for sale.............
Foreign currency translation
adjustment........ ...
Reclassification adjustment for
gains realized in net income...
Income taxes.......oiiiiiinenn.



Edgar Filing: US BANCORP \DE\ - Form 8-K

Total comprehensive
income.......cuiiiii...
Cash dividends declared on
common stock........ ... (1,267.0)
Issuance of common stock and
treasury shares................ (35.0) 534.9
Purchase of treasury stock...... (1,182.2)
Shares reserved to meet deferred
compensation obligations....... 8.5 (8.5)
Amortization of restricted

See Notes to Consolidated Financial Statements.

4 U.S. Bancorp
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended December 31 (Dollars in Millions) 2000 1999 1

OPERATING ACTIVITIES
Net I COME . o ittt it e e e et et ettt e et e ettt ettt S 2,875.6 $ 2,381.8 S 2,13
Adjustments to reconcile net income to net cash provided by

operating activities:

Provision for credit 10SSEeS. ..ttt it e e eenneeeennn 828.0 646.0 49
Depreciation and amortization of capitalized assets...... 262.6 270.6 29
Amortization of goodwill and other intangibles........... 392.3 329.8 30
Provision for deferred income taxes..........iiiienen... 357.1 252.9 8
Net (increase) decrease in trading securities............ (135.6) 65.6 (18
(Gain) /loss on sale of securities and other assets,
0T O (47.3) 149.9
Mortgage loans originated for sale in the secondary
00T a0 (5,563.3) (6,117.1) (8,30
Proceeds from sale of mortgage loans..........eeeueeeenene.. 5,475.0 7,229.3 7,00
Other assets and liabilities, net...... ... .. (1.8) (242.2) (35
Net cash provided by operating activities.......... 4,442 .6 4,966.6 1,47
INVESTING ACTIVITIES
Securities
1S I = 10,194.0 6,819.7 2,80
1l B e Y 2,127.7 5,290.7 7,59
L et o = === (12,161.3) (9,135.8) (8,96
Loans
1S I = 6,655.8 4,136.0 91
L Tt o = = == (658.1) (254.0) (1,57
Net increase in loans outstandings............oeeeieeeeeennn. (13,541.3) (9,002.3) (4,49
Proceeds from sales of premises and equipment............... 212.9 64.2 6
Purchase of premises and equipment.............oiiieeiee... (382.8) (289.0) (37
Acquisitions, net of cash acquired...........oiiiiiiiiii.. 840.9 (220.5) (5
Divestitures of branches. . ... ..ttt ettt teeeeenn (78.2) (469.0) 1
Cash and cash equivalents of acquired subsidiaries.......... 63.5 462.4
OLhEr, Net .t ittt et ittt ettt ettt eeeeaaeeeeneeeennns (289.1) (961.3) (14
Net cash used in investing activities.............. (7,016.0) (3,559.5) (4,20
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FINANCING ACTIVITIES
Net change in

J T T X< I 3,403.7 (

Short—term DoOrroWIinNgS. ...ttt ittt ettt et e eenns 702.1
Principal payments on long-term debt............... i (5,277.5) (
Proceeds from long-term debt....... ...ttt ennnnnnnnn 5,862.7
Proceeds from issuance of common stock............ccoiiie... 210.0

Issuance of Company-obligated mandatorily redeemable
preferred securities of subsidiary trusts holding solely
the junior subordinated debentures of the parent company... -

Repurchase of common StoCK....... ittt eennnnnnnn (1,182.2) (
Cash dividends paid. ...ttt ittt ettt et aaeeeeeen (1,271.3) (
Other, Net ..ttt ittt et e et et ettt ettt ettt et eaeeens -

3,034.9)
544.9

5,706.1)

8,067.5
275.5

1,187.9)
1,029.7)

Net cash provided by (used in) financing

ACTAVILIES . ittt it e e e e e e e e e e e e 2,447.5 (

Change in cash and cash equivalents................ (125.9)

Cash and cash equivalents at beginning of year.............. 9,257.5
Cash and cash equivalents at end of year........... $ 9,131.6 S

See Notes to Consolidated Financial Statements.

U.S. Bancorp 5
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 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,

10
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direct mail and automated teller machines ('ATM'). It encompasses community
banking, metropolitan banking, small business banking, consumer lending,
mortgage banking, ATM banking, workplace banking, 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

6 U.S. Bancorp
12

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.

11
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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
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.

12
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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

13
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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 wvalue
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.

8 U.S. Bancorp
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NOTE 2 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.

NOTE 3 BUSINESS COMBINATIONS
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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.

U.S. Bancorp 9
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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 S
(Dollars in Millions) 2000 1999 1998
NET INTEREST INCOME
D = $ 2,699 $ 2,643 $ 1,413
L0 3,471 3,261 3,061
Mercantile Bancorporation, INC......c.eueiieeeeennneeeenens - - 1,123
Star Banc Corporation. . ...ttt n et eeennneeeeens - - -
e X $ 6,170 $ 5,904 $ 5,597
NET INCOME
i o = $ 1,284 S 875 S 430
L0 1,592 1,507 1,328
Mercantile Bancorporation, INC......eeeeieeeeennneeeenns - - 375
Star Banc Corporation. . ...ttt e ettt eennnneeeenns - - -
e - $ 2,876 $ 2,382 $ 2,133
TOTAL ASSETS AT PERIOD END
D = $77,585 $72,788 $38,476
L0 87,336 81,530 76,438
Mercantile Bancorporation, INC......eeeeieeeeeennneeenens - - 35,800
Star Banc Corporation. .....uii ittt ittt et eennnneeeennn - - -
e X $164,921 $154,318 $150,714
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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
Othe
(Dollars in Millions) Date Assets Deposits Intangible
Scripps Financial Corporation........ October 2000 $ 650 $ 618 $ 113
Lyon Financial Services, Inc......... September 2000 1,289 —— 124
Oliver-Allen Corporation............. April 2000 280 - 34
Peninsula Bank...........iiiin.. January 2000 491 452 71
Western BanCoOrP. . v e eeeeeeeennnenenens November 1999 2,508 2,105 773
Mercantile Bancorporation............ September 1999 35,520 24,334 -
Voyager Fleet Systems, InC........... September 1999 43 - 25
Bank of Commerce.......cuouoviueeeennnnn July 1999 638 529 269
Mellon Network Services' Electronic
Funds Transfer Processing Unit.... June 1999 - - 78
Libra Investments, InC...........c.... January 1999 33 - 4
Northwest Bancshares, IncC............ December 1998 377 344 90
Firstar Corporation.................. November 1998 20,688 14,560 ——
First Financial Bancorporation....... September 1998 558 478 -
Financial Services Corporation of the
MidwWwest . oo ettt e et e e e e e August 1998 514 414 -
Trans Financial, INC......euieueenenennn August 1998 2,409 1,620 -
Cargill Leasing Corporation.......... July 1998 613 - 64
CBT Corporation.........oeeieeeeennnnn. July 1998 1,006 696 -
Firstbank of Illinois Co......ouovo... July 1998 2,285 1,970 ——
Piper Jaffray Companies, Inc......... May 1998 1,272 - 555
HomeCorP, INC. . ittt eeeeeeeannnn March 1998 335 309 -
Horizon Bancorp, INC......eeeeeeeennn. February 1998 537 454 -
Great Financial Corporation.......... February 1998 2,809 2,001 363
Branches of:
First Union......ei et eneeneenns December 2000 424 1,779 359
BaAnk ONe. it ittt ettt eein e June/August 1998 193 1,198 137
Accounting
(Dollars in Millions) Shares Issued Method
Scripps Financial Corporation........ 9,406,023 Purchase
Lyon Financial Services, Inc......... —= Purchase
Oliver-Allen Corporation............. 3,343,026 Purchase
Peninsula Bank........ouiiiiiieeneenn. 5,112,584 Purchase
Western BanCoOrP. . v e eeeeeeeennneneens 35,127,108 Purchase
Mercantile Bancorporation............ 331,772,028 Pooling
Voyager Fleet Systems, InC........... - Purchase
Bank of CommercCe. .. .vueteneeneennenns 11,749,269 Purchase
Mellon Network Services' Electronic
Funds Transfer Processing Unit.... - Purchase
Libra Investments, InC.........coc.... 1,299,504 Purchase
Northwest Bancshares, IncC............ —— Purchase
Firstar Corporation.................. 331,737,543 Pooling
First Financial Bancorporation....... 6,563,279 Pooling
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Financial Services Corporation of the

Midwest ..o u ittt ittt e e e et 4,331,398 Pooling
Trans Financial, INC.....euieweenenennn 32,100,000 Pooling
Cargill Leasing Corporation.......... - Purchase
CBT Corporation.........o.eeieeeeennnnn 10,712,640 Pooling
Firstbank of Illinois Co....v.uueo... 27,920,372 Pooling
Piper Jaffray Companies, Inc......... —= Purchase
HomeCorP, INC. ittt eeeeeeeeannnn 1,787,303 Pooling
Horizon Bancorp, INC......eveeeeeennn. 5,331,987 Pooling
Great Financial Corporation.......... 28,500,000 Purchase
Branches of:

First Union. ...ttt eeennnnn - Purchase
Bank One. ...ttt iieeeeeannnn - Purchase
10 U.S. Bancorp
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NOTE 4

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*
2000

F TSR et o X1 R $ 43.0 $ 16.3 $ -
SYSTemMS CONVELSIONS . v v it ittt ittt ettt ettt eaeeeeeeeeeaeenns 115.2 19.0 -
Asset writedowns and lease terminations..................... 42.7 4.6 -
Charitable contribuULions. .. ...ttt ittt ettt - - -
Other merger-related charges....... .ot iiiiiitennnnnnnn 26.1 12.7 -
Total 2000 . ¢ i i i ittt ettt ettt ettt te et e et $227.0 $ 52.6 $ -
1999

F TSR et o X1 $131.0 $ 10.6 $ 8.0
SYSTeMS CONVELSIONS . v v it ittt ettt ettt et e eaeeeeeeeeenaenns 19.5 78.9 4.4
Asset writedowns and lease terminations..................... .2 4.4 1.6
Charitable contribULionsS. .. ...ttt ittt ittt 35.0 - -
Loss on sale of secuUurities. ... ...ttt ennnneennn 177.8 - -
Other merger-related charges...... ..ttt itnnnnnnnnn 46.0 2.0 18.6
Total 1900, ittt ittt it i ettt et ettt e e $409.5 $ 95.9 $ 32.6
1998

F TSR et o X1 R S - $ 80.0 $ -
SYSTEemMS CONVELSIONS . v v vt ittt ettt ettt ettt eaeeeeeeeeeneanns - 26.9 229.4
Asset writedowns and lease terminations..................... - 44 .4 -
Benefit curtailment gains.......c. ittt ittt ennnneennn —= —= (25.6)
Charitable contribULionsS. .. ...ttt ittt et - 20.0 -
Other merger-related charges....... .ottt ieennnennnn - 39.7

o ot R R $ - $211.0 $203.8
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* 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
U.S. Bancorp 11
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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
Balance at December 31, 1997 ... ittt ettt teeeeennnn S - S - $ 189.0
Provision charged to operating expense..........ceeeeee... - 211.0 203.8
Additions related to purchase acquisitions............... - - -
Cash OUL LAY S .t i ittt ittt e et et et e e ettt e e —— (78.7) (273.6)
Noncash writedowns and other........ ... eennn. - (7.1) (37.9)
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Balance at December 31, 1998 ... .. ittt ittt eetneenneens —— 125.2 81.3
Provision charged to operating expense..........ceeeeee... 409.4 95.8 32.6
Additions related to purchase acquisitions............... - - -
Cash OUL LAY St i i ittt ittt e e et et ettt et eeeeeeeeeeaaaens (182.8) (176.5) (36.0)
Noncash writedowns and other........ ... eennn. (27.7) (44.5) (28.2)
Loss on sale of securities......c.uiii ittt eennnnns (177.7) - -
Transfer of tax liability™ ... ..ttt eennnnns - - (33.8)

Balance at December 31, 1999. ... ..ttt itttetnennnnns 21.2 —— 15.9
Provision charged to operating expense..........ceeeeee... 227.0 52.6 -
Additions related to purchase acquisitions............... - - -
Cash OUL LAY St i i ittt ittt et ettt et ettt et eeeeeee e eeaaaens (197.9) (52.0) (11.2)
Noncash writedowns and other........ ... ennn. (50.3) - (4.7)

Balance at December 31, 2000. ... ittt ttteeeeeeeenneeneenn S - S - S -

*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
LTS ot o Y o $13.8 $ 55.8
Other employee-related COSES. .ttt ittt ittt ettt teeeeeeenns 6.8 16.6
Lease termination and facility costs........iiiiiiiinnnen... 8.4 9.5
Contracts and system writeoffs....... ..., 7.4 6.4
(050 o L 13.4 14.9

o i $49.8 $103.2

The merger related accrual by significant acquisition was as follows:

December 31

(Dollars in Millions) 2000 1999
Piper Jaffray Companies, INC......eeeteeeeneneneoeeeeeeennnnns $15.0 $ 17.5
e SEETrN BaANCO D ¢ vt et e e e ettt e ee e e et eeaeeeeeseeneeeeeeeeenns 5.1 20.8
Scripps Financial Corporation......c...e it iieneeeeeennnenns 4.6 -
Bank Of CoOMMErCe . & v i ittt ittt ettt e ettt eeeeee e eaaeeaeees 4.1 7.5
Peninsula BanKk. .. ...ttt ittt et ettt 3.0 -
Lyon Financial Services, INC. ... iii ittt eeeeeeeanneeeenns 2.7 -
Northwest Bancshares, INC. ... it it eneeeeeeeeeeeeneeneennens 2.3 3.5
L = L - 15.9
Mercantile BancCorporation. ... ...ttt ittt eeeeeeeeeennenns - 21.2
Other acquisitions. ...ttt ittt ettt e e ettt e 13.0 16.8

o ol $49.8 $103.2
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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 U.S. Bancorp
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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.

NOTE 5
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.

NOTE 6
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
Gross Gross
Unrealized Unrealized
Amortized Holding Holding
(Dollars in Millions) Cost Gains Losses
Held-to-maturity:
U.S. Treasuries and agencies......... $ - S — S -
Mortgage-backed securities........... 36 - -
Obligations of state and political
subdivisions........iii it 216 5 -
Total held-to-maturity securities.... $ 252 $ 5 S ——
Available-for-sale:
U.S. Treasuries and agencies......... $ 1,600 S 27 S (3)
Mortgage-backed securities........... 11,800 128 (35)
Obligations of state and political
subdivisions. ......iii ittt 2,370 41 (2)
[ 3 o o 1 1,472 21 (29)
Total available-for-sale
SECULIE IS e it ittt et e ettt et $17,242 $217 $(69)
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1999
Gross
Unrealized
Holding Fair
(Dollars in Millions) Losses Value
Held-to-maturity:
U.S. Treasuries and agencies......... S - S -
Mortgage-backed securities........... - 45
Obligations of state and political
subdivisions........iii ittt - 155
Total held-to-maturity securities.... S - S 200
Available-for-sale:
U.S. Treasuries and agencies......... S (21) $ 2,363
Mortgage-backed securities........... (193) 9,461
Obligations of state and political
subdivisions.......ui it (18) 2,738
Other. ... i et i e (88 2,693
Total available-for-sale
SECULIE IS et i ittt et e et ettt $(320) $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
Gross realized galnsS. ...ttt it ettt et eeeeeeeeaeeeeeeeeennns $ 23.1 $ 31.1
Gross realizZed 1OSSE S i v ii ittt it ittt ettt ettt ettt e (15.0) (195.6)

Net realized gains (lOSSES) c vttt it e e eeeeeeeeeeeennnnees s 8.1 $(164.5)
Income tax (benefit) on realized gains (losSs€sS) ............. s 2.8 S (57.9)

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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NOTE 7
LOANS AND ALLOWANCE FOR CREDIT LOSSES
The composition of the loan portfolio at December 31, 2000 was as follows:
(Dollars in Millions) 2000
COMMERCIAL
(@73 1111113 a1 = B S 47,041
Lease finanCing. @it i i ittt ittt ettt eeeeeeeeeenaeens 5,776
Total COmMMErCial. ..t in et eeeeeeeeeeeeeeeeeeeneeneean 52,817
COMMERCIAL REAL ESTATE
Commercial MOTtEgage S . v v vt i ettt it e ee e eeeeeeeeeeneenens 19,466
Construction and development . ... ..ttt iineeeeeeennnnns 6,977
Total commercial real estate.......iiii ittt enennnnn 26,443
RESIDENTIAL MORTGAGE S . i i ittt it it et ettt et e aeeseseeassnnsnnns 7,753
RETAIL
Credit CaArd. i it ittt ettt ittt ettt aeeeeeeneenenan 6,012
Retaill 1easSing. ...ttt ittt eeeeeeeeeeeneeeeenns 4,153
Other retail. ...ttt e et et et e ettt ettt ee e eaeeens 25,187
Total retail. ...ttt it ettt ettt et eee e 35,352
1 it = ' ¥ ' 1T $122,365

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
Loans on nonaccrual StatlUsS. ...ttt teneneeeeeeeeeennnns $765.0 $5
Renegotiated 10ansS. ...ttt iteie et eteeeeeeeeaaaeeeenns -
Total nonperforming loanS. ...ttt ettt e e eeeeeeeeeeeennnnees $765.0 $5

Interest income that would have been recognized at original

contractual LermMS. .. v ittt ittt ittt ittt ettt e 72.2
Amount recognized as interest income........... . i 21.4
FOTgONE TEVENUE . v v v v v et e et e e e e e eanoeeesseenensenneeesseenennnns $ 50.8 $

3
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Activity in the allowance for credit losses was as follows:

(Dollars in Millions) 2000 1999
Balance at beginning of year.........iiiiiiniieeeeeeennnnnn $1,710.3 $1,705.7 S$1,
Add:

Provision charged to operating expense..........ceeeeee... 828.0 646.0
Deduct:

Loans charged off. ...ttt ittt e ittt eeaeeenn 1,017.6 902.8

Less recoveries of loans charged off...... ... ... .. ..., 192.2 230.2

Net loans charged off. ... ..ttt ittt e iiieeennn 825.4 672.6
Acquisitions and other changes........ ..t iennnnn. 74.0 31.2
Balance at end Of YeaT ...t i ittt ittt it eeeeeeeeneeeeeneeennns $1,786.9 $1,710.3 s1,
14 U.S. Bancorp
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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:

2000 1999
Recorded Valuation Recorded Valu
(Dollars in Millions) Investment Allowance Investment Allo
Impaired Loans:
Valuation allowance required.........ooueee... $198 $57 S 22 S
No valuation allowance required.............. 486 - 397 -
Total impaired 10ANS. ...ttt eeeeennnnneens $684 $57 $419 S
Average balance of impaired loans during year... $526 $408
Interest income recognized on impaired loans
AUEING VAT e v i it e e ettt et e ettt et eneeaeeeeeanns 7.8 3.3

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.

NOTE 8
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
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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 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.

U.S. Bancorp 15
21

SERVICING ASSET POSITION

SBA
(Dollars in Millions) Loans
Servicing assets at December 31, 1999................... S 4.3
Servicing assets recognized during the period........... 4.0
2N 1T Bk wll A= il I 3o (1.4)

24



Edgar Filing: US BANCORP \DE\ - Form 8-K

No valuation allowances were required during 2000. Servicing assets are reported
in aggregate but measured on a transaction specific basis. Market values were
determined using discounted cash flows, utilizing the assumptions noted in the
table below. Key economic assumptions used in valuing servicing assets at the
date of sale resulting from sales completed during 2000 were as follows:

2000
(Dollars in Millions) SBA Loans (1)
Fair value of assets recognized................. $7.9
Prepayment Speed(2) . v v vt ettt teeeeeeeeeenneens 21 CPR
Weighted average life (y€ars) .......eeeeeeeeee.. 3.9
Expected credit 10SSEeS. i ittt iitneneeeeeennnnns Not Applicable
Discount rate. ... ..ottt ittt et 12%
Variable returns to transferees................. Not Applicable

1. All loans were adjustable based on the Wall Street Journal Prime rate.

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
weighted average life calculated using the prepayment vector.

RESIDUAL ECONOMIC ASSUMPTIONS AND ADVERSE CHANGES

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, and sales of SBA
loans since 1988.

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
Automobile SBA
At December 31, 2000 (Dollars in Millions) Loans Loans (1)
Carrying amount/fair value of retained interests............ $46.2 $4.2
Weighted—average life (in yeaArsS) ...ttt ittt teeeeeeeeenns 1.0 3.9
PREPAYMENT SPEED ASSUMPTION (ANNUAL RATE) (3,4) .. ... 1.5 ABS 21 CPR
Impact on fair value of 10% adverse change............... $(.3) $(.3)
Impact on fair value of 20% adverse change............... S(.7) $(.6)
EXPECTED CREDIT LOSSES (CUMULATIVE) v vt v it it tinteneenneaneens 1.6% -
Impact on fair value of 10% adverse change............... $(1.2) -
Impact on fair value of 20% adverse change............... $(2.4) -
RESIDUAL CASH FLOWS DISCOUNT RATE (ANNUAL) ¢ .t v vt vt i vetennens 12.0% 12.0%
Impact on fair value of 10% adverse change............... $(.6) $(.2)
Impact on fair value of 20% adverse change............... $(1.2) $(.3)

Co

Receiva
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INTEREST RATES ON VARIABLE AND ADJUSTABLE CONTRACTS......... NA NA
Impact on fair value of 10% adverse change............... NA NA
Impact on fair value of 20% adverse change............... NA NA

1. 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 prepayment assumption.

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.

16 U.S. Bancorp
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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 NEeW SaAleS. . i i iin et eeeeneeeeeeeeeneeneeens $ 3,966.3
Proceeds from corporate and credit card securitization(l)... 8,042.7
Reinvestment in corporate and credit card securitization

e YT =3 ARV = 1 o 31 X T (5 T (7,972.9)
Servicing fees received. ... ..ttt 52.9
Other cash flows received on retained interests(2).......... 34.2

Purchases of delinquent or foreclosed assets................ -

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

December 31,

Total Principal Delinquent™*

Asset Type (Dollars in Millions) Balance Balance
COMMETCIAl LOANS e v vttt et et e e ettt et e et eeeeeeeeeeeneeeeeeas $ 17,382 S 50
Indirect automobile 10aNS. ... i ittt ittt teteeeeeeeeeeneeanns 1,242 21
Guaranteed SBA LOaNS ...ttt ittt eeeteeeennnneeeeeeeeennnas 828 11
Corporate card receivables. ...ttt ittt teeneeeennn 815 27
Credit card receivables. ...ttt ittt ettt ettt e taeeens 2,219 70
Total 10ans MANATEA . v vttt v vttt eeeeeneeneenaeeeeeeeenennanneees $ 22,486 $ 179
Less:

Loans sold or securitized.......oi ittt teeeneennnan 3,853

Loans held in portfolio. . v e ettt ittt ee e eennnns $ 18,633
*Principal amount 60 days or more past due.

NOTE 9
PREMISES AND EQUIPMENT
Premises and equipment at December 31 consisted of the following:
(Dollars in Millions) 2000 1999
T o S 276 S 282
Buildings and Improvement S. ... .o i ittt ittt e eeeeeeenneeeenns 1,786 1,960
Furniture, fixtures and equipment............iiiiiiinnnnene... 1,888 1,752
Capitalized building and equipment leaseS.........ceueueeeee... 171 108
ConsStrUCLion 1N PrOgrEeSS . v i vt ittt ittt ettt et eaneeeeeees 48 46
4,169 4,148

Less accumulated depreciation and amortization.............. 2,333 2,283

o ol $1,836 $1,865
U.S. Bancorp 17
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NOTE 10

MORTGAGE SERVICING RIGHTS

Changes in capitalized mortgage servicing rights are summarized as follows:
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(Dollars in Millions) 2000 1999
Balance at beginning of year.......c..iiiiiiiiiieeeeeennnnnn $ 213 $ 232
Rights purchased. .. ...ttt ittt ettt et 16 1
Rights capitalized. ...ttt et e ettt e 137 170
2N 41wl wils I B (35) (47)
2 o ) = T 0 I (101) (144)
B 103 o= B e (11D o (1) —=

Balance at end Of YeaTr ... .ttt i ittt ittt eeeeenneeeeennns $ 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.

NOTE 11
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
(€ e $4,312 $3,790
Core deposit benefits. ...ttt et ettt 374 407
Mortgage servicing rights........ ittt eennnnns 229 212
Other identified intangibles...... ...ttt eennnnnnnn 394 416
Total intangible assSet S .. i i ittt it ittt teeeeeneeeennnns $5,309 $4,825
18 U.S. Bancorp
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NOTE 12

SHORT-TERM BORROWINGS

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

(Dollars in Millions) Amount Rate Amount Ra

At year end
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Federal funds purchased. ... ..o ieit it teeenenneeeeennns S 2,849 5.8% $ 5,489 4

Securities sold under agreements to repurchase........... 3,347 4.6 3,174 3

CoMMETCIlal PAPE e v vttt et et e ettt et e ettt eaeeeeeeeeeaaeens 223 6.4 170 4

Treasury, tax and loan NOLES. ...ttt ttneeeeeeennnnns 776 5.2 619 5

Other short-term borrowings..........couiiiiiitennnnennn. 4,638 6.1 1,106 5

o ol $ 11,833 5.6% $ 10,558 4

Average for the year

Federal funds purchased. ... ..o iee it teeeeenneeeeennns S 5,690 6.2% $ 5,898 5

Securities sold under agreements to repurchase........... 3,028 4.8 3,128 4

CoMMETCIlal PAPET e v vttt et e e e ettt et e e et eaeeeeeeeeenaeens 215 6.3 370 5

Treasury, tax and loan NOLES. ... i ittt teeeeeeeeennenns 912 6.1 577 4

Other short-term borrowings..........ceuiiiiittennnnennn. 2,741 7.7 1,734 6

i $ 12,586 6.2% $ 11,707 5

Maximum month-end balance

Federal funds purchased. .. ... ieet ittt eenenneeeeennns s 7,807 $ 7,080

Securities sold under agreements to repurchase........... 3,415 3,278

CoMMETCIlal PAPET e v vttt et e et et et et e e et eaeeeeeeeeaaaeens 300 397

Treasury, tax and loan NOLES. ...ttt teeeeeeeeennenns 3,578 1,435

Other short-term borrowings..........ceuiiiiieeennnnennn. 4,920 4,945
U.S. Bancorp 19
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NOTE 13

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

7.625% due 2002. ¢t ittt e e e e e e e e e S 150 $ 150
B8.125% due 2002, . ittt ittt ittt et e ettt e e e 150 150
T.00% due 2003 . ¢ ittt ittt et e e e e e e e e e et 150 150
6.625% due 2003 . i . ittt e e e e e e e 100 100
8.00% due 2004. .. i ittt e e e e e e e e 125 125
7.625% due 2005. ..ttt e e e e e e e 150 150
6.75% due 2005 . . i ittt e e e e e e e e 300 300
6.875% due 2007 . i ittt ittt e e e e e e e e 250 250
T.30% due 2007 ¢ i ittt ittt e e e e e e e e e e e e e e e 200 200
T.50% dUe 2026 . ¢ it ittt et e e e e e e e e e e e e 200 200
T.25% due 2003 . i it ittt e e e e e e e e e e e e 32 32
Fixed-rate senior notes
6.35% due 2001 . . .ttt e e e e e 200 200
6.80% due 2001 . ..ttt e e e e e e e e e 150 150
6.50% due 2002. . . .ttt e e e e e e 199 199
5.875% due 2003 . .« i ittt ittt e e e e e e e e e e e 100 100
T.05% due 2004 . . ittt e e e e e e e e e 150 150
MediUm—LermM NOLES . i i it ittt ettt ettt et ettt e eeeeeeeeneeaeean 3,835 2,654
Capitalized lease obligations, mortgage indebtedness and
[ oA o L Y 122 71
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LU o it i 6,563 5,331
SUBSIDIARIES
Fixed-rate subordinated notes
6.00% dUe 2003, ¢t ittt ittt ittt ete ettt e 100 100
7.55% due 2004. .. ittt e e e e e e 100 100
8.35% due 2004 . . i ittt ittt et e e et e e e e 100 100
T.30% due 2005 . i ittt ettt e e e 100 100
6.875% AUE 2000 . ¢ i v ittt ittt ettt ettt e e e 125 125
6.50% AU 2008 . . ittt ittt it ettt e e e e 300 300
6.30% AU 2008 . ¢ttt ittt ittt ettt e e e e 300 300
5.70% due 2008 . . ittt ittt et ettt e e 400 400
6.375% due 2004 . @ ittt it i e ettt e e 75 75
6.375% due 2004 . @ ittt it i ettt e e e e 149 149
6.625% AUE 2000 . ¢t i ittt ittt et e e e 99 99
T.125% due 2000 . . ittt et e e e et e 495 495
T7.80% dUue 2010 . .ttt ettt ettt et eeeeeeenaaeeeaaeeeeenns 299 -
Fixed-rate senior notes
6.25% AU 2002 . ittt ittt ittt e e ettt e e 249 249
T.13% due 2000 . et ittt et ettt ettt ettt et - 25
Federal Home Loan Bank advanCesS. ... ... ieunteneeneeneenneens 2,753 3,946
BaAnK NOLES . i it ittt et e et et et et e ettt ettt ettt eae e 9,051 8,459
Euro medium-term notes due 2004. ... ...ttt ennnnnnnnn 400 400
Floating-rate notes due 2000.. ... ..ttt ittt teennnennnn - 250
Capitalized lease obligations, mortgage indebtedness and
[ U o 218 24
e o= $ 21,876 $ 21,027

Medium-term notes ("MINs") outstanding at December 31, 200
January 2001 through December 2004. The MTNs bear fixed or flo
rates ranging from 5.80 percent to 7.50 percent.
rate of MINs at December 31, 2000, was 6.82 percent. Federal H
advances outstanding at December 31, 2000, mature from 2001 th

0, mature from
ating interest

ome Loan Bank
rough 2026. The

The weighted average interest

advances bear fixed or floating interest rates ranging from 4.99 percent to 8.25

percent.
20
26

based on collateral available
Company could have borrowed an additional $13.0 billion at December 31,
The weighted average interest rate of FHLB advances at December 31,
Bank notes outstanding at December 31,

6.45 percent.
2001 through 2005.

at December 31, 2000,
December 31, 2000,
percent.

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

Maturities of long-term debt outstanding at December 31,

(Dollars in Millions)

bear floating rate interest at three-month LIBOR plus
The interest rate at December 31,

The Company has an arrangement with the FHLB whereby

U.S. Bancorp

the
2000.
2000, was
mature from January

(residential and commercial mortgages),

2000,

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
was 6.73 percent. Euro medium-term notes outstanding at
.15
2000, was 6.95 percent.

of which the total amount
2000.

2000, were:

Parent

Consolidated Company
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200 L et e e e e e e e e e e e e ettt e e e e S 7,732 S 1,422
2/ 4,551 1,468
2/ 0 2,804 1,541
2/ 2,069 932
2/ 0 1,426 457
[ o L ol S W i = I 3,294 743
o o $21,876 $ 6,563
NOTE 14

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 Jjunior 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 R
Issuance Trust (Dollars in Millions) Date Amount Type 12
USB Capital Tl ...t iiieee et teeaeeeeeeeeenneneeneens 03/1998 $350 Fixed
USB Capital T.iiiiiiii ettt eeeeeneeeeeeeeeennnaeeenns 12/1996 300 Fixed
FBS Capital T.iiiiiiii et ittt eeeeeeeeeeeeeennnaeeenns 11/1996 300 Fixed
Star Capital T i ee ettt ettt eeeeeeeeeennnns 06/1997 150 Variable
Firstar Capital TruST T iiiuttntenneenneenneennnn 12/1996 150 Fixed
Mercantile Capital Trust I.......ieuiineeeeennnneens 02/1997 150 Variable
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Note: The variable rate Trust Preferred Securities re-price quarterly.

U.S. Bancorp 21
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NOTE 15
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
repurchase programs of Firstar and
January 17, 2001, respectively, in
formerly separate companies.

The following table summarizes the
of the last three years:

program of 100 million shares. The stock
USBM were rescinded on October 4, 2000 and
connection with the planned merger of the

Company's common stock repurchases for each

Number of Shares Value
58.6 $1,182.2
44 .5 1,187.9
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.
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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'

(Dollars in Millions)

Pre-tax

equity for the years ended December 31,

is as follows:

2000
Unrealized gain on securities
available for sale............
Reclassification adjustment for
gains realized in net
income. ...oviiii it il i i
Foreign currency translation
adjustment......... ..

1999
Unrealized loss on securities
available for sale............
Reclassification adjustment for
losses realized in net
income. « v vt ittt e e e

1998

Unrealized gain on securities
available for sale............

Reclassification adjustment for
gains realized in net
income. ...ttt it e

Tax—-effect Net-of-t
$(157.8) $ 278.2
15.8 (25.8

2 (.3
$(141.8) $ 252.1
$ 268.2 $(475.7
(57.7) 106.2

$ 210.5 $(369.5
S (64.8) $ 115.1
12.2 (21.8

S (52.6) $ 93.3

NOTE 16
EARNINGS PER SHARE

The components of earnings per share were:

(Dollars in Millions,

Except Per Share Data)

A LS A 1o ¥ @) (11 R

Adjustments to net income:

Dividends on preferred stock...... ..o

Net income applicable to common shareholders................

ax
)
)
)
)
)
U.S. Bancorp
2000 1999 1998
$2,875.6 $2,381.8 $2,132.9
- - (.1)
$2,875.6 $2,381.8 $2,132.8
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Weighted average shares outstanding: (in millions)

COMMON SN S e i ittt it ettt et ettt ettt eaetaeeeeeeaeeanns 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. .. ...ttt ittt e e ee e et - - .6

Options and sStoCK PlanS. ...t i i ettt eneeeeeeeeoneeeeenns 12.5 22.2 31.1

Dilutive common shares outstanding..............oiiieiee... 1,918.5 1,930.0 1,930.5

Earning per share:

== 1 X 2 $1.51 $1.25 $1.12

5 0 S Y o O $1.50 $1.23 $1.10
NOTE 17

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 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. The following table sets forth the components of net periodic
benefit cost for the retirement plans.

Pension Plans

(Dollars in Millions) 2000 1999 1998

Components of net periodic benefit cost
Service COST .ttt it i i i e S 65.4 S 70.1 S 68.4
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Interest COSt . it ittt ittt et e e e ettt et eeeeeennn 117
Expected return on plan assetS.......couiiiiieeeenn. (201
Net amortization and deferral............c..couin... (13
Recognized actuarial 10SS....cuiiiiitieeeeneneennn
Net periodic benefit cost..... ... (31.
Curtailment and settlement (gains) losses.......... (17
Net periodic benefit cost after curtailment and
settlement (GalNS) v vt et i e e eeeeeeeeeeeeeennneeeennenn S (48

The following tables summarize benefit obligation and plan asset activity for

the retirement plans.

(Dollars in Millions)

CHANGE IN BENEFIT OBLIGATION
Benefit obligation at beginning of measurement period....
1SV 1 = @1 ¥
Interest COST .. ittt i i it it ittt i it e e

Plan participants' contributions...............cciiii....
Plan amendment S . v v v it ittt ittt ettt eeeeeeeeeeanaeeeees
Actuarial (gain) L1oOSS . i it i iii ittt tee et eeneeeeeneenns

Acquisitions and special termination benefits............
Benefit payments. ...ttt ittt e e e e e e e
CUrtallment S . v vttt ettt ettt ettt ettt i i e
1S o o S 41 o i

CHANGE IN FAIR VALUE OF PLAN ASSETS
Fair value at beginning of measurement period............
Actual return on plan asSSetS...u ittt ittt tenneeeeeeenns
Employer contribuUtions.......iii ittt et ennnnennnn
Plan participants' contributions...............cciiiii....
Acquisition/divestitUres . i vttt ittt ittt
ST o o S 41 o
Benefit payments. ...ttt et e e e e et

FUNDED STATUS
Funded status at end of measurement period...............
Unrecognized transition (asset) obligation...............
Unrecognized prior service CoOSt......cuiiiiiiiinnnnnn..
Unrecognized net (gain)
Fourth quarter contribution............c..iiiiiiiiiinee...

COMPONENTS OF BALANCE SHEET
Prepaid benefit cCoOsSt ... ittt iieee
Accrued benefit liability. ...ttt eeeennn

.3 107.1 109.3
6) (177.5) (145.5)
2) 1.3 (6.6)
7 1.9 1.9
4) 2.9 27.5
.0) (6.2) (22.6)
4) $ (3.3) $ 4.9
Pension Plans Pos
2000 1999
$1,580.3 $1,653.0 S 2
65.4 70.1
117.4 107.1
- 23.4
.1 (144.3)
—— 1.9
(111.8) (92.0) (
(4.4) (4.0)
(51.6) (34.9)
$1,595.4 $1,580.3 S 2
$1,985.3 $1,808.0 S
443.7 220.3
18.9 76.0
1.1 7.9
(51.6) (34.9)
(111.7) (92.0) (
$2,285.7 $1,985.3 S
S 690.3 $ 405.0 $(2
(1.8) (6.3)
(87.6) (97.9)
(338.6) (103.0)
1.2 7
$ 263.5 $ 198.5 $(2
$  433.1 $ 351.6 $
(169.6) (153.1) (2
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The following table sets forth the weighted average plan assumptions and other
data:

USBM
2000 1999 1998
Pension Plan Actuarial Computations
Discount rate in determining benefit obligations... 7.8% 7.5% 6.5%
Expected long-term return on plan assets........... 9.5 9.5 9.5
Rate of increase in future compensation............ 5.6 5.6 5.6
Other Postretirement Plan Actuarial Computations
Discount rate in determining benefit obligations... 7.8% 7.5% 6.5%
Expected long-term return on plan assets........... 5.0 5.0 5.0
Health care cost trend rate
Prior €O age 65 . . ittt ittt it e et 7.7 7.0 7.0
After age B0 . . ittt it et e e e e e e e 7.7 5.5 6.4
Effect of One Percent Increase in Health Care Cost
Trend Rate Service and interest costs.............. $ 1.0 $ 1.3 $ 1.2
Accumulated postretirement benefit obligation...... 13.1 12.4 13.1
Effect of One Percent Decrease in Health Care Cost
Trend Rate Service and interest costs.............. S (.9) $ (1.0) S (1.0)
Accumulated postretirement benefit obligation...... (11.6) (10.9) (11.8)

* The Firstar Plan had no assets as of December 31, 2000, 1999 and 1998.

The following table provides information for pension plans with benefit
obligations in excess of plan assets:

(Dollars in Millions) 2000 1999
Benefit obligation.......ueeiiieneeeeeennnnn. $216.5 $189.8
Accumulated benefit obligation............... 193.9 155.0

Fair value of plan assets......cooiiiiieennnn. - -

EMPLOYEE INVESTMENT PLAN The Company has defined contribution retirement savings
plans which allow qualified employees, at their option, to make contributions up
to certain percentages of pre-tax base salary through salary deductions under
Section 401 (k) of the Internal Revenue Code. A portion of these contributions is
matched by the Company. All of the Company's matching contributions are invested
in the Company's common stock. Employee contributions are invested, at the
employees' direction, among a variety of investment alternatives. Total expense
was $53.6 million, $57.3 million and $37.1 million in 2000, 1999 and 1998,
respectively.

36



Edgar Filing: US BANCORP \DE\ - Form 8-K

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
participants could purchase stock for 85 percent of the fair market value, which
is based on the price at the beginning or the end of the purchase period,
whichever is lower. Any discount was determined by a committee of the Board of
Directors. In 2000 and 1999, the purchase price was 85 percent of the fair
market value. The plan resulted in no compensation expense to the Company. Due
to the merger with Firstar, the ESPP was terminated effective October 13, 2000.

NOTE 18
STOCK OPTIONS AND COMPENSATION PLANS

STOCK OPTION AND COMPENSATION PLANS As part of its employee and director
compensation programs, the Company may grant certain stock awards under the
provisions of existing stock option and compensation plans. The Company has
stock options outstanding under various plans at December 31, including plans
assumed in acquisitions. The plans provide for grants of options to purchase
shares of common stock generally at the stock's fair market value at the date of
grant. In addition, the plans provide for grants of shares of common stock which
are subject to restriction on transfer and to a right of repurchase by the
Company .

With respect to stock option and stock compensation plans, the Company has
elected to follow Accounting Principles Board Opinion No. 25, "Accounting for
Stock Issued to Employees" ("APB 25") in accounting for its employee stock
incentive and purchase plans. Under APB 25, because the exercise price of the
Company's employee stock options equals the market price of the underlying stock

U.S. Bancorp 25
31

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.
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2000 1999
Weighted- Weighted-
Stock Options/ Average Stock Options/ Average
Awards Exercise Price Awards Exercise Price
EXECUTIVE STOCK OPTION
PLANS:
Number outstanding at
beginning of year.......... 153,163,030 $22.74 107,405,102 $17.97
Granted......... ... .. 22,633,170 19.64 75,922,950 27.08
Assumed/converted........ 447,341 6.85 1,210,738 16.58
Exercised......cuvveennnn. (10,017,357) 11.02 (22,332,730) 13.03
Cancelled....vveeeueno.. (12,829,958) 19.91 (9,043,030) 25.63
Number outstanding at end of
DTS 153,396,226 $22.80 153,163,030 $22.74
Exercisable at end of
DTS 68,870,745 $19.78 70,527,758 $18.00
RESTRICTED SHARE PLANS:
Number outstanding at
beginning of year.......... 4,212,954 6,072,217
Granted......... ... ... 4,110,440 1,379,808
Cancelled................ (1,946,257) (3,239,071)
Number outstanding at end of
Y25 6,377,137 4,212,954

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

Options Outstanding

Weighted-Average

Range of Remaining Contractual Weighted-Average
Exercise Prices Shares Life (Years) Exercise Price
S 1.44 = S10.00. ..ttt 11,373,733 3.6 $ 6.09
$10.01 = S$15.00. ..ttt ittt 9,099,454 5.4 11.61
$S15.01 = $20.00. ..t ii it ii i 21,459,832 7.4 17.66
$20.01 = S$25.00. ..ttt 40,893,167 8.6 22.50
$25.01 = $30.00. ..ttt 62,864,266 8.0 28.14
$30.01 = $35.00. ..ttt 6,704,533 7.4 32.52
$35.01 = S$37.20. ittt e 1,001,241 7.5 35.82

153,396,226 7.6 $22.80

Pro forma information regarding net income and earnings per share is
required by SFAS 123, "Accounting and Disclosure of Stock-Based Compensation"
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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 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.

Year Ended December 31
(Dollars in Millions, = ———————mmmm—— e

Except Per-Share Data) 2000 1999 1998
Pro forma net income........... $2,752.1 $2,240.5 $1,922.1
Pro forma earnings per share:
Earnings per share.......... $ 1.44 S 1.17 $ 1.01
Diluted earnings per
share...... ... ... 1.43 1.16 1.00

Weighted average assumptions in
option valuation:

USBM

Risk-free interest rates....... 6.1
Dividend yields................ 3.0
Stock volatility factor........ 0.37
Expected life of options (in

VEATS) vt v e teeeee et 4.7 6.1 2.3

oe

FIRSTAR

Risk-free interest rates....... 5.
Dividend yields................ 2
Stock volatility factor........ 0.3
Expected life of options (in

VEATS) v vt e teeeee et 2.5-5.5 2.5-5.5 2.5-5.5

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
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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.

NOTE 19
INCOME TAXES

The components of income tax expense (benefit) were:

(Dollars in Millions) 2000 1999
FEDERAL
[ B a3 S 996.1 $1,036.0 S
| ik ot =Y 324.5 219.5

Federal 1ncCome faX ... uiow it e oo eeeeeeeeneeeeeeneeneeens 1,320.6 1,255.5 1,
STATE
[ s o o 159.0 103.3
|k ot =Y 32.6 33.4

State INCOME LaAX . i i ii it it iin ettt eeeeeeeeeeeneeeeeneanns 191.6 136.7

Total 1ncome tax ProOVISION. ...ttt eeeeeeneeeeeeennns $1,512.2 $1,392.2 $1,
U.S. Bancorp 27
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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
Tax at statutory rate (35%) v ittt ittt ittt ettt e eeaaaeens $1,535.8 $1,320.9 s1,
State income tax, at statutory rates, net of federal tax
01T o i 124.5 88.9
Tax effect of:
Tax—exempt interest, nNet.......... ittt eennnnns (56.0) (60.3)
Amortization of nondeductible goodwill................... 91.6 73.1
S o =Y o B 5 = T (62.7) (41.7)
Nondeductible merger charges. . ... .ttt iiteeeneeeenns 4.9 56.4
Sale of preferred minority interest............. ... .. ... (50.0) -
[l Sl I i = 1= (75.9) (45.1)
Applicable 1NCOME LaAXES . i i vttt eeeeeeneeeeeeeeeeennnneens $1,512.2 $1,392.2 s1,

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.
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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 Millions) 2000 1999 199

DEFERRED TAX ASSETS

Allowance for Credit 10SSES ...ttt tneeeeneeeeeeeeeeennnneees S 637.0 $ 633.4 S 626.
Pension and postretirement benefits............. ... . ... 53.5 67.7 73.
Deferred feeS. . vttt ittt e e e e e e e e e e e e 35.0 56.2 75.
Real estate and other asset basis differences............... 31.9 30.2 31
State and federal net operating loss carry forwards......... 25.0 23.8 22.
Federal AMT credits and capital 10SSES. ... iieeeetennnnnennn 22.0 22.9 7.
Charitable contribuULions. .. ...ttt ittt it eeeeeeennn 9 6.5 4.
Accrued severance, pension and retirement benefits.......... 30.6 70.9 56
Other deferred tax assets, Net ... ..ttt ittt tneennnens 196.0 186.4 293
Gross deferred tax @sSSELS . v i i ittt ittt tteeeneennnan 1,031.9 1,098.0 1,190.
DEFERRED TAX LIABILITIES
Leasing activities. ..ttt ittt ettt ettt (1,218.1) (941.0) (673
Accelerated depreciation. ...ttt ittt it e e e e e (92.7) (68.4) (44
Other investment basis differences.........iiiiiiiiennnnn. (41.1) (16.8) (13.
Securities available—for—Sale ... .u ittt ittt ettt eeeeeaeann (52.2) 89.3 (121
Other deferred tax liabilities, net.........iiiiiiiennnnn. (124.0) (107.9) (104
Gross deferred tax liabilities........iiiiiiiiiiinnnnnn (1,528.1) (1,044.8) (956.
Valuation AllOWalCe . v it it ittt ettt ettt et e et e e eeeeeeeeeeann (16.06) (12.7) (10.
NET DEFERRED TAX ASSETS (LIABILITIES) « vt it it i et eeeeeeeeenns S (512.8) S 40.5 S 223

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

41



Edgar Filing: US BANCORP \DE\ - Form 8-K

reserves for which no deferred federal income tax liability has been recognized.

NOTE 20
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

Commitments to extend credit

(@73 1111113 a1 = B $46,434

Corporate and purchasing CardsS. ... .ot ieneeeeeeennnnns 21,236

Consumer credit CardsS . ... i it n ittt eeeeeeeeeeeneeneean 20,254

Ot e T CONSUME T . v i ittt ettt ettt ettt ettt eeeeeeeeeeeneeneeens 8,580
Letters of credit

1S o= o L 1 YO 6,380

(0} 11110 ot = 527
Interest rate swap contracts

2 £ L 8,758

BaS 1S SWaAD S e e vttt et ittt e e ettt 1,000

Intermediated. vttt ittt e et e et et e e e e 4,007
Options contracts

Hedge interest rate floors purchased................o.... 500

Intermediated interest rate and foreign exchange caps and

floors purChased. . oot ittt ittt et et e e ettt e 709

Intermediated interest rate and foreign exchange caps and

f1lo0rs Written . @it ittt et e e e e e e e e 709
Credit derivatives purchased....... ...t iiiinnnnenn. 80
Futures and forward contractLs. ...ttt ittt teenenennns 25
Recourse on assSetsS SOLld. . i ittt tteeeeeeeeeeeeneeneeens 2,138
Foreign currency commitments

Commitments toO purchase. ......i ittt ittt eennnnns 1,717

Commitments O Sell. ...ttt en ettt eeeeneeeeeeneeneean 1,724
Commitments from securities lending.............iiiiiiee... 1,037
Commitments to sell residential mortgagesS..........coeevee... 963

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 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

$46,734
18,503
19,971
8,895

5,832
587

8,643
2,008
805

589
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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.........o.. $8,643 $ 8,107 $ 6,528
AddItioNS . et e ettt ittt 1,720 5,032 3,180
Maturities. ...t eennn (260) (2,240) (1,358)
Amortization..........iiiiiiii.. (666) (143) -
TerminationsS. ..ottt ennennn (679) (2,113) (243)

Notional amount outstanding at end

At December 31:
Weighted average interest rate

paid. ..o e 6.78% 6.51% 5.72%
Weighted average interest rate
received....... . i i it 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.
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For swaps and options used as hedges, the Company recognizes interest income
or expense as 1t is 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 wvalue 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.
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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, 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.

NOTE 21 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.
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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 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.

32 U.S. Bancorp
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The estimated fair values of the Company's financial instruments are shown in
the table below.

Carrying Fair Carrying
(Dollars in Millions) Amount Value Amount
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FINANCIAL ASSETS

Cash and cash equivalent s . . v. ettt ittt et eeneeeeeennnns $ 9,132 $ 9,132 $ 9,258
Trading account securities.......c.o.iii ittt ineeeeennnnns 753 753 617
Investment SeCUritieS ...ttt ittt ettt ettt eeeeneeans 17,642 17,647 17,449
Loans held for sale. ...ttt teeeeeeeeeenaenns 764 764 670
Y= o = Ot 120,578 121,139 111,519
Total financial asSSeL S . i ii ittt ittt tieeeeenenens 148,869 $149,435 139,513
Nonfinancial asset S .. .u it ii ittt eeeeneennnnn 16,052 14,805

TOLAl ASSEE St i it ittt ettt ettt eeeeeeeeennn $164,921 $154,318

FINANCIAL LIABILITIES

DEPOSIE S . vttt e e e e e e e e e e e e $109, 535 $109,593 $103,417
Short-term DoOrroWingsS. ...ttt ittt ettt eeeeeeeenns 11,833 11,833 10,558
Long—term debt ... ..ttt ittt et ettt e 21,876 22,006 21,027
Company-obligated mandatorily redeemable preferred
TS bl ol I == 1,400 1,351 1,400
Total financial liabilities.......c..iiiiiinnennnn.. 144,644 $144,783 136,402
Nonfinancial liabilities........iiiiiiieeeennn. 5,109 3,969
Shareholders' eqUitY ...ttt eenns 15,168 13,947
Total liabilities and shareholders' equity......... $164,921 $154,318

OFF-BALANCE SHEET FINANCIAL INSTRUMENTS
Hedge swaps
= o 140
7T =1 (33)
Trading swaps
Interest rate contracts

= I o 27 27 42
7T =1 (21) (21) (38)
Foreign exchange contracts
= I o 13 13 7
7T =1 (9) (9) (5)
NOTE 22

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
2 OO Y $ 11.4 $ 196.5
2 0O 10.3 180.3
200G T 8.7 155.7
2 O 7.9 122.3
2 001 T 6.6 101.7
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Thereafter. o i i i e e 56.5 564.7

Total minimum lease PaAYMENtS. .ttt ittt ettt ettt eeeeeeennenns __;151_;_______;1:;;1T;_
Less amount representing interest...........oiiiiiiiinnnne... 2.3

Present value of net minimum lease payments................. ;_;;_1

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.
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NOTE 23
U.S. BANCORP (PARENT COMPANY)

CONDENSED BALANCE SHEET

December 31 (Dollars in Millions) 2000 1999
ASSETS
Deposits with subsidiary banks, principally
INnterest-Dearing. « v vt ittt ittt it e ettt e e e $ 1,714 $ 1,046
Available-for-sale securities......c.o. i iiin et eennnnns 325 340
Investments in:
Bank affiliates . v ettt tt ettt ettt eeeeeenaaeeeeeens 15,019 14,625
Nonbank affiliates. . ...ttt ettt et e eaenanns 1,059 796
Advances to:
Bank affiliatesS. . ittt ittt et e e e e 1,071 1,016
Nonbank affiliates. ...ttt ittt et eeeeaenanns 2,858 1,927
(@ 1ol o = = i Y 2,179 2,180
I o= T A= = T $24,225 $21,930

LIABILITIES AND SHAREHOLDERS' EQUITY

Short-term funds borrowed. .......i ittt ittt eeeeeennnnneens $ 224 S 170
Advances from subsidiaries........o ittt 97 111
Long—term debt ...ttt et et e et et e e et 6,563 5,331

Junior subordinated debentures issued to subsidiary
o = I 1,443 1,434
Other liabilities......i ittt ittt 730 937
Shareholders' eqUity ...ttt ittt ettt eeeeeeeeaeenns 15,168 13,947
Total liabilities and shareholders' equity............ $24,225 $21,930

CONDENSED STATEMENT OF INCOME

Year Ended December 31 (Dollars in Millions) 2000 1999
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INCOME
Dividends from subsidiaries (including $3,010.5, $1,661.0
and $2,093.2 from bank subsidiaries) ......c..ueiiiieennnnnenn $3,027.8 $1,704.3 $2,
Interest from subsidiaries..........iiiiiiii it nennnn 234.8 177.2
Service and management fees from subsidiaries............... 246.0 229.1
Other 1NCOmMe. ottt ittt et e e e e et e e e ettt et 217.0 202.0
Total INCOME . vt ittt et et et ettt ettt ettt eeeeaeeens 3,725.6 2,312.6 2,
EXPENSES
Interest on short-term funds borrowed........... ... oo 19.3 26.8
Interest on long-term debt...... ...t iiieeneeeennnn 441.7 296.4
Interest on junior subordinated debentures issued to
SUDLSIdiary LrUSE S . v i i ittt ittt it e e e e e e e e et e 111.3 110.3
Merger-related Charges. . ...t ittt ittt et e ettt eaeennn 21.3 103.8
(O ol TS oD 4 @ o 1= = 225.2 307.7
TOLaAl XN S S e v v vt e ettt teee e et aeeeeeeseeaaeeeeeses 818.8 845.0
Income before income taxes and equity in undistributed
income of sUbsSidiaries. . .u.e ittt ettt eteeeenetaeeens 2,906.8 1,467.6 1,
Income tax Credit ... i ettt ittt ettt ettt (34.0) (36.9) (
Income Of PArent COMPANY .« v vt i i v it ettt neeeeeeeenneeeeeeeenns 2,940.8 1,504.5 2,
Equity (deficiency) in undistributed income of
£ RS @ F= T I e = 1 == (65.2) 877.3
L= S 1o ) 11 $2,875.6 $2,381.8 $2,
34 U.S. Bancorp
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CONDENSED STATEMENT OF CASH FLOWS
Year Ended December 31 (Dollars in Millions) 2000 1999

OPERATING ACTIVITIES
L= S 15's ) 1= $ 2,875.6 $ 2,381.8 S
Adjustments to reconcile net income to net cash provided by
operating activities:
(Equity) deficiency in undistributed income of

SUDSIALIarieS . i ittt ittt e e e e e e e e e e e e e e e 65.2 (877.3)
Losses (gains) on available-for-sale securities.......... 4.1 (7.0)
Depreciation and amortization of premises and

1Y 6 e ) 1T o Y 51.7 76.2
[l TSl o = (391.1) (3.2)

Net cash provided by operating activities............. 2,605.5 1,570.5

INVESTING ACTIVITIES
Available-for-sale securities

Sales and maturities. . ...ttt ettt et e e 92.2 128.9

L Tt o = = = (59.4) (334.3)

Investments 1n subsidiaries. . ...ttt teeeenenenn (4.0) (26.0)

Equity distributions from subsidiaries............. ... - 145.0
Net decrease (increase) 1in short-term advances to

= e = i = (829.0) 58.1

(O] ol o TSl o N (113.7) (421.3)
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Net cash used in investing activities................. (914.5) (449.6)

FINANCING ACTIVITIES
Net (decrease) increase in short-term advances from

LR O @ 1= I e = 1 == (15.06) 62.6
Net (decrease) increase in short-term funds borrowed........ 53.3 (11.5)
Net change in long-term debt......... ..ttt enennnn 1,183.7 824.8

Issuance of junior subordinated debentures to subsidiary
L = -
Proceeds from dividend reinvestment, stock option and stock

PULChASE PlanS . v vttt ittt ittt et ettt e tee e eneeeeeeeeanns 210.0 277.6
Repurchase of common StoCK....... ittt eeennnennn (1,182.2) (1,187.9)

Shares reserved to meet deferred compensation obligations... -

Cash dividends. .. ...ttt it ittt (1,271.3) (1,029.7)
Net cash used in financing activities................. _ZITBE;TI;_______ZITB;ETI; _______
Change in cash and cash equivalents................... ____;;éj;____________;gjé ________
Cash and cash equivalents at beginning of year.............. 1,045.5 988.7
Cash and cash equivalents at end of year.............. ;_1:;1;_;_______;_Ijgggjg ________

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 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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NOTE 24
SUPPLEMENTAL DISCLOSURES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF CASH FLOWS
Listed below are supplemental disclosures to the Consolidated Statement of Cash
Flows:

$ 816

Year Ended December 31 (Dollars in Millions) 2000 1999
TNCOME £aAXES PAIld. t v v i ittt ittt ittt et eeeeeeeeeeeeenneaeeeenens $ 1,046.5 $ 901.1
Interest Padld. ...ttt ettt et e e e e e e e 5,686.3 4,697.6
Net noncash transfers to foreclosed property................ 94.3 102.9

Change in unrealized gain (loss) on available-for-sale
securities, net of taxes of $141.5 in 2000, $210.6 in 1999
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and $52.0 In 1908 . . it e e e e 252.4 (369.5)

Acquisitions and divestitures

ASSelS ACUITEA. ¢ttt ittt ittt et ettt et ieeee e eeeeaanaaes $ 3,314.06 $ 4,229.3
Liabilities (AsSsUmed) . v v ittt ie ittt ettt eeeeenenens (3,755.9) (2,610.0)
S S (441.3) $ 1,619.3

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-bearing deposits. .t n ittt ittt e $ 82 S 56
Federal funds SOld. ... u ittt tinteeeeeeeneeoeeeeeeeneeneeens 203 1,100
Securities purchased under agreements to resell............. 372 778
Total money market investments..........oeiiimieeeeeeennnn $657 $1,934
36 U.S. Bancorp
42

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.
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/S/ PRICEWATERHOUSECOOPERS, LLP
Minneapolis, Minnesota
April 13, 2001
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CONSOLIDATED BALANCE SHEET —-

FIVE-YEAR SUMMARY

December 31 (Dollars in Millions)

U.

37

S. Bancorp

ASSETS

Cash and due from banks......... ...
Money market investments..........euiiiinenteennnnnns
Trading account securities.........ccuiiiiiiinnnnnenn.
Held-to-maturity securities....... ...,
Available-for-sale securities.......c.oiiiiiiiinnnnn..
Loans held for sale. ... ..ttt eennennennens

Loans

CommercCial. . vttt et ettt et e e
Commercial real estate. ...t enneennns
Residential mOrtgagesS .« v v ittt ittt it teeeeeeenenn
Retadl. ittt it e e e e et e e e e e e e e e e e

J R wir= B A o Y o
Less allowance for credit 1osSseS.......iieiuenenn..

Net 10N S e it ettt it ettt e ettt eeeeeeeeeenaeeeens
Other @SSl S i it ittt it ittt e e e ettt e eeeeieeeeenn

Total @SSEL S .ttt ittt ittt ittt e e

LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits

Noninterest-bearing.......c.uo ittt iiieeeeeeennnnn
Interest-bearing. ... ...t iin it teeeneeeeenn

Total deposSitS. e ettt ittt iiieeeeenn
Short-term DoOrroWingsS. ... i i ittt ittt et eeeeennns
Long-term debt ... ..ttt ittt ettt

Company-obligated mandatorily redeemable preferred

SECUrItIES . ittt it e e e e e e e e e e e e
Other liabilities..... ittt eeeeennenenns

Total liabilities......coiiiiiiiiiinnnnnnnn.
Shareholders' eqUity. ...ttt ittt ittt eeeeeenns

Total liabilities and shareholders'

$ 8,475
657

753

252
17,390
764

52,817
26,443

7,753
35,352

$ 7,324
1,934
617

194
17,255
670

45,856
25,142
11,395
30, 836

122,365
1,787

113,229
1,710

1,706

16,052

14,805

12,116

$ 26,633
82,902

$ 26,350
77,067

$ 27,479
76,867

109,535
11,833
21,876

1,400
5,109

103,417
10,558
21,027

1,400
3,969

104,346
10,011
18,679

1,400
3,704

149,753
15,168

140,371
13,947

138,140
12,574
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$164, 921

U.S. Bancorp
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CONSOLIDATED STATEMENT OF INCOME —-- FIVE-YEAR SUMMARY

Year Ended December 31 (Dollars in Millions)

$154, 318

$150,714

$137

Investment securities
=¥ o 2 O
Non-taxable. . ..ottt ittt ettt
Money market investments..........cceiiiiiieennnnn.
Trading securities...... ittt eennnnns
Other interest dncome.........cuiiiiiitiinnnnnnn.

Total interest income....................

INTEREST EXPENSE
T = e
Short-term borrowings. ...ttt i e eennnnns
Long-term debt ... ...ttt ittt et
Company-obligated mandatorily redeemable preferred
SeCUrities . ittt i e e

Total interest expense.........ceeeeee...

Net interest dncome. ....... ...ttt imennneneennn
Provision for credit 1losSses......oiiiiiiiinnnnnn..

Net interest income after provision for credit

o == =
NONINTEREST INCOME
Credit card and payment processing revenue........
Trust and investment management fees..............
Deposit service charges.......ccuoiiiiiiiinnnnnn..
Cash management fees........i ittt ennnnnnnnn
Mortgage banking revenue..........iviiiiiieeeeennn
Trading account profits and commissions...........
Investment products fees and commissions..........
Investment banking revenue...........c.coiiiieeeenn.
Commercial produUCt YevVeNUE. ... .. eweeeeennneneennn
Securities gains, Net. ...ttt ettt eeennnnns

Total noninterest income.................
NONINTEREST EXPENSE
L= B = B =
Employee benefits. ...ttt
Net OCCUPANCY & v it ittt ittt ettt ettt et ettt et
Furniture and equipment........c.c.oiiiiiitinnnnnn..

$10,

1,

562.

102.1

008.
140.
53.

427.
399.
396.
308.
174.
242.
149.

U1 o U1 N W oW

3 J 0w o~ W

o N B> 0w o
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Total noninterest expense

Income before income taxes......oii it iiieenneeeennn
Applicable income taXeS. . i i ittt teeeeeeeeennnnns

Net 1nCOmMe. o v ittt it ettt e e e e e ettt e

348.7

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

(Dollars in Millions, Except
Per Share Data)

DATA

U.S. Bancorp

Fourth
Quarter

Second
Quarter

First
Quarter

Fourth
Quarter

Investment securities

Taxable. ...
Non-taxable.................
Money market investments.......
Trading securities.............
Other interest income..........

Total interest income....

INTEREST EXPENSE

Deposits. . ittt e
Short-term borrowings..........
Long-term debt.................

Company-obligated mandatorily
redeemable preferred

securities...... .. it

Total interest expense...
Net interest income............
Provision for credit losses....

Net interest income after

provision for credit losses...

NONINTEREST INCOME
Credit card and payment

processing revenue............
Trust and investment management

Deposit service charges........
Cash management fees...........
Mortgage banking revenue.......

N w0

L7

264.

233.
145.
71.
54.

S 00 W 00

261.

231.
144.
74.
44.

~N J W

247.

230.
138.
74.
48.

e o

218.

230.
123.
71.
42.

~J O & O

234.

229.
131.
73.
35.
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Trading account profits and

commissions.......oiiiin.. 62.4 50.9 59.8 85.3 66.7
Investment products fees and

commissions............ . ... 108.9 107.8 109.1 140.8 115.3
Investment banking revenue..... 92.8 100.6 72.9 94.0 89.0
Commercial product revenue..... 85.2 86.0 71.6 61.6 57.6
Securities gains (losses),

0TS 7.0 1.1 3 (.3) 2.1
Other...... ... 138.5 131.2 151.7 112.3 102.3

Total noninterest

income......... ... ... 1,264.9 1,233.6 1,203.3 1,181.4 1,137.2
NONINTEREST EXPENSE
Salaries.....oiiiiiiiiiiinn. 593.7 602.4 601.4 629.6 610.4
Employee benefits.............. 98.2 89.4 100.3 111.9 91.6
Net OCCUPANCY .« v v vttt veenennennn 104.2 99.8 95.7 97.2 95.7
Furniture and equipment........ 76.2 79.6 75.7 76.7 79.6
POStaAgE . i vttt et e e e 44.2 43.1 42.6 44.6 41.4
Goodwill.....oiiiiiiiiinnnnn. 64.2 60.4 59.8 58.4 51.7
Other intangible assets........ 37.8 37.3 37.0 37.4 35.5
Merger-related charges......... 84.1 117.7 81.9 65.0 90.5
Other...... ... . 329.3 321.7 316.7 301.8 336.2

Total noninterest

EXPENSE .t v v vttt et 1,431.9 1,451.4 1,411.1 1,422.6 1,432.6
Income before income taxes..... 1,145.0 1,081.2 1,096.4 1,065.2 1,009.4
Applicable income taxes........ 376.3 370.9 386.6 378.4 372.4
Net inCcome........ouoeiiieennnnn. $ 768.7 $ 710.3 $ 709.8 $ 686.8 $ 637.0
Earnings per share............. $ .41 $ .37 $ .37 $ .36 $ .33
Diluted earnings per share..... $ .40 $ .37 $ .37 $ .36 $ .33
U.S. Bancorp 41
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CONSOLIDATED DAILY AVERAGE BALANCE

Year Ended December 31 2000
(Dollars in Millions) Balance Interest
ASSETS
Money market 1nvesStmentsS. . ...t ii it i ittt eeeeeennnnneens $ 931 S 53.9
Trading account secuUritiesS.......i ittt iiineneeeeeennenns 779 57.6
Taxable SEeCUTriLIeS . v it ittt ittt ittt ittt e ettt et e taeeeeean 14,567 1,008.3
Nontaxable secUrities. ...ttt ittt ettt et eeaeeanns 2,744 203.1
Loans held for Sale. ...ttt ittt eeeteeeeeeeneeaeeens 1,303 102.1
Loans
(O3 101011 ot @ 1= 50,062 4,257.2
Commercial real estate. ...ttt ittt ittt ee e 26,040 2,305.5
Residential MOrtgage . « v v vttt ittt ettt et et eeeeeeenns 9,578 723.4
2 = e 0 Ot 32,637 3,295.4
o o= B A I =S = J 118,317 10,581.5
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Other earnNing @SSeL S . v i it ittt ittt ettt ettt eeaaeeaeens 1,965 151.4
Allowance for credit 10SSEeS ... i ittt ittt teeeeeeeneennns 1,781
Total earning assets® ...ttt ittt ettt e 140,606 12,157.9
(O 1ol o = = i Y 19,656
I o= i T $158,481

LIABILITIES AND SHAREHOLDERS' EQUITY

Noninterest-bearing deposits. .. ...ttt ennn $ 23,820
Interest-bearing deposits
Interest checking. . ...ttt et ettt 13,035 270.4
Money market aCCOUNES. ..ttt ittt ittt ettt eeeeeeeeeenns 22,774 1,000.0
SAVINGS ACCOUNE S . i v ittt it ittt et ettt ae ettt eeaeeeeeneenns 5,027 74.0
Time certificates of deposit less than $100,000.......... 25,861 1,458.3
Time deposits greater than $100,000..... ¢ ennn. 12,909 816.1
Total interest-bearing deposits...........c......... 79,606 3,618.8
Short-—term DoOrroOWInNgS . .« v ittt ittt et ettt ettt eeeeeeaeenns 12,586 781.7
Long-—term debt . ...ttt it ettt e e e et 22,410 1,510.4
Company-obligated mandatorily redeemable preferred
FS TS b i e I = 1,400 112.0
Total interest-bearing liabilities................. 116,002 6,022.9
Other 1iabilifie s . v i ittt ittt ettt et ettt eeeeeeeaeeens 4,294
Shareholders' eqUity ...ttt ittt ettt eeeeeeeeaeenns 14,365
Total liabilities and shareholders' equity............. $158,481
Net dnterest 1nCOmME . . v i vttt ittt ettt ettt e e et eeeeeeeeeannn $ 6,135.0

Gross 1nterest Margin. .. ..ottt ittt ittt eaeeeeeees

Gross interest margin without taxable-equivalent
InCrement S . v i e e e e e e e

PERCENT OF EARNING ASSETS
Interest INCOmME. .. ittt ittt ittt ettt et ettt e eeeeeeeeeanns
TNt erest EXPENSE . i i ittt it it it it i ettt e e e e e

Net dnterest mMargin. .. ..ot iii ittt tneeeeeeeenneeeeeeeenns
Net interest margin without taxable-equivalent increments...

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

56



$ 1,082
630
16,301
2,970
1,450

43,328
23,076
12,680
30,554

18,119

109,719
3,671
13,221

Edgar Filing: US BANCORP \DE\ - Form 8-K

S 44.

[
~
o
IS
~
O o O WO

Yields
and Rates

.15%
.59
.42
.43
.17

~N J o 3

.59
.41
.52
.70

O J 0 J

.79
.74
.88
.03
.33

[ BN Ca I e  CV I

.89
.97
.57
.93

~ O W

$ 1,170
428
17,977
3,137
1,264

38,983
20,458
15,160
27,850

16,837

104,077
3,416
12,383

=
~
=
~J
]
o N O oy O

57

~N J o o0

O J 0 J

o

~ 01 O



Edgar Filing: US BANCORP \DE\ - Form 8-K

U.S. Bancorp 43
49

SUPPLEMENTAL FINANCIAL DATA

EARNINGS PER SHARE SUMMARY 2000 1999 1998
Earnings Per Share. ...ttt i i e neeeeeeeeeeeeeaeeeeeeeeennns $1.51 $1.25 $1.12
Diluted earnings pPer Share. ... ...ttt etenneeeeeeeneeennns $1.50 $1.23 $1.10
RATIOS

RetUrn 0N average asSSetl S ... u it ii ettt enneeeeeeeaneeeeenns 1.81% 1.59% 1.49%
Return on average common €gUity.......iiiiiiieeeeeeennneenns 20.0 18.0 17.2
Average total equity to average assetsS.......ceiiiiitneannn 9.1 8.8 8.7
Dividends per share to net income per share................. 43.0 37.0 29.5

OTHER STATISTICS
(Shares in Millions)

Common shares outstanding —— year end *.........iiuimennenee.. 1,902.0 1,982.5 1,903.5
Average common shares outstanding and common stock
equivalents
Earnings per share. . ... ...ttt ttneeeeeeeanns 1,906.0 1,907.8 1,898.8
Diluted earnings per share....... ...ttt eennnn. 1,918.5 1,930.0 1,930.5
Common dividends declared (MI1lionNS) v v vv v it eeeneenneennenns $1,267.0 $1,090.8 $977.6

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

STOCK PRICE RANGE AND DIVIDENDS

2000

Sales Price Sal

—————————————————————————— Dividends ————————
High Low Declared High
First quarter............ ... $24.63 $17.00 $ .1625 $31.85
Second qUATLEr . .o i vt ittt et 27.75 21.06 .1625 34.56
Third quarter......... ... 25.00 19.75 .1625 29.44
Fourth quarter................... 24.25 15.63 .1625 29.38

Closing price —-- December 31...... 23.25

The common stock of U.S. Bancorp is traded on the New York Stock Exchange, under
the ticker symbol, "USB."

44 U.S. Bancorp
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TABLE 1
LINE OF BUSINESS FINANCIAL PERFORMANCE

Operating segments are components of the Company about which financial
information is available and is evaluated regularly in deciding how to allocate
resources and assess performance. Prior to the merger, the Company operated its
business units separately in 2000 and 1999 as Firstar and USBM and the basis of
financial presentation differed significantly. Accordingly, the presentation of
comparative business line results is not practicable at this time.

At the date of the merger of Firstar and USBM, the Company has reorganized
into the following operating segments: Consumer Banking; Payment Systems;
Wholesale Banking; Private Client, Trust and Asset Management; Capital Markets;
Treasury; and Corporate Support. For descriptions of these operating segments
see "BUSINESS SEGMENTS" in Note 1 on page 6.

The following table provides restated financial results during 2000 for the

Company's primary operating segments:

Year Ended December 31, 2000

Private
Client, Trust
Consumer Payment Wholesale and Asset
(Dollars in Millions) Banking Systems Banking Management
Net interest income.............cco.... $3,123.3 $ 515.2 $1,780.1 $ 227.6
Noninterest income.........coiiiueeninon. 1,128.8 867.4 495.7 906.2
Total reveNUEe. .. v i ittt eeteeeeneennenn 4,252.1 1,382.6 2,275.8 1,133.8
Noninterest exXpense........c.ceoeeeeeeenen. 1,677.6 357.6 382.2 478.3
Other intangible amortization.......... 62.3 23.7 1.3 19.9
Goodwill amortization.................. 4.4 11.4 8.0 1.2
Total noninterest expense........... 1,744.3 392.7 391.5 499.4
Operating income................. 2,507.8 989.9 1,884.3 634.4
Provision for credit losses............ 368.7 400.8 141.4 7.0
Income before taxesS.......uiieeeeennnn. 2,139.1 589.1 1,742.9 627.4
Income taxes and taxable-equivalent
adjustment. ... ..t e 760.9 209.5 619.9 223.2
Operating earnings, before
merger-related charges................ $1,378.2 $ 379.6 $1,123.0 $ 404.2
Net merger-related charges (after-tax)*
Net income
AVERAGE BALANCE SHEET DATA
T TS o 1 $ 41,016 S 8,871 $ 55,763 $ 3,802
ASSEE S e ittt e e 46,706 9,400 60,254 5,255
Noninterest-bearing deposits........... 11,483 184 9,436 2,267
Interest-bearing deposits.............. 62,156 1 4,847 4,754
Total DepPOSitS.e v e e e ettt ieeeeennnnns $ 73,639 S 185 $ 14,283 $ 7,021

Year Ended December 31, 2000
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Corporate Consolidated
(Dollars in Millions) Treasury Support Company
Net interest INCOME. .....v'iveieeennnnn $1,322.7 S (862.8) $6,135.0
Noninterest income.........couiiueenenon. 218.1 168.8 4,883.2
Total revenNUe. .. v i et eeeneeeneennnn 1,540.8 (694.0) 11,018.2
Noninterest exXpense........c.ceoueeeeeeenen. 18.7 1,152.5 4,976.0
Other intangible amortization.......... - 42.3 149.5
Goodwill amortization.................. - 216.8 242.8
Total noninterest expense........... 18.7 1,411.6 5,368.3
Operating income................. 1,522.1 (2,105.06) 5,649.9
Provision for credit losses............ 1.0 (90.9) 828.0
Income before taxes......oueeeiieeenennn 1,521.1 (2,014.7) 4,821.9
Income taxes and taxable-equivalent
adjustment . ...t e e e e e 541.1 (716.8) 1,715.0
Operating earnings, before
merger-related charges................ $ 980.0 $(1,297.9) $3,106.9
Net merger-related charges (after-tax)* (231.3)
Net income $2,875.6
AVERAGE BALANCE SHEET DATA
7= 50 = $ 11,923 S (3,321) $118,317
2= wif = Y 24,417 9,057 158,481
Noninterest-bearing deposits........... 255 40 23,820
Interest-bearing deposits.............. 10,793 (2,945) 79,606
Total DepOSitS.e v e e ettt ieeeeennnnns $ 11,048 S (2,905) $103,426

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

TABLE 2
RECONCILIATION OF OPERATING EARNINGS* TO NET INCOME IN ACCORDANCE WITH
GAAP
(Dollars in Millions) 2000 1999
Operating earnings, before merger and restructuring items... $3,106.9 $2,799.0 $2,
Merger and restructuring related items
Other merger —- related charges........c.oiiiiiiiinnnenn.. (348.7) (355.1) (
TS YOOl I ol A = = S I = = —— (177.7)
Provision for credit 10SSeS . it it ittt ettt et eeeeeeeeaenaen —= (7.5)
Gain on sale of branches....... ittt eennnnns - -
Applicable tax benefit. ... . ittt it e e 117.4 123.1
Net income in accordance wWith GAAP . ... . i ittt ittt eeeeeennnnn $2,875.6 $2,381.8 $2,
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*The Company analyzes 1its 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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TABLE 3

U.S. Bancorp

ANALYSIS OF NET INTEREST INCOME

(Dollars in Millions) 2000 1999
Components of net interest income
Income ONn earnNing asSSeL S ... i i it e nnneeeeeeeeeeeennnnneens $12,157.9 $10,723.0 S
Expenses on interest bearing liabilities................. 6,022.9 4,790.3
Net interest income -- (taxable-equivalent basis)........... $ 6,135.0 $ 5,932.7 S
Net interest income, as reported.......c..iieeeenneeeeeeennnn $ 6,049.06 $ 5,836.4 S
Average yields and rates paid -- (taxable-equivalent basis)
Earning assets yield. ... ...ttt itii it eenneeennns 8.65% 8.02%
Rate paid on interest-bearing liabilities................ 5.19 4.37
Gross 1nterest Margin. .. ..ottt ittt ittt ettt eaeeeeeeees 3.46% 3.65%
Net dnterest mMargin. ... ..ot ii ittt tneeeeeeeeeneeeeeeeenns 4.36% 4.44%
Net interest margin -- (without taxable-equivalent
I o Ry =Y 1T o 5 w1 I 4.30% 4.37%
Average balances:
Investment SECUFILIES . v i it ittt ittt ettt et ettt e $ 17,311 $ 19,271 S
Y= o = Ot 118,317 109,638
EarnNing asSSet S . v it ittt ittt et ettt et ettt 140,606 133,757
Interest bearing liabilities.........ciiiiiiiinnnnno.. 116,002 109,719
Net free fUunds™ . ...ttt ittt ittt ettt et e eaeeaens 24,604 24,038

*Represents noninterest-bearing deposits, other non-earning assets and

liabilities and equity.

TABLE 4

NET INTEREST INCOME -- CHANGES DUE TO RATE AND VOLUME

(Dollars in Millions)

2000 Compared with 1999 1



Edgar Filing: US BANCORP \DE\ - Form 8-K

Increase (decrease) in
Interest income

Commercial loans...... $ 511.1 $ 457.8 $ 968.9 $ 346.7
Commercial real
estate...... ... ... 249.2 116.0 365.2 228.3
Residential
mortgagesS. v ve e enn. (233.3) 3.0 (230.3) (191.5)
Retail loans.......... 202.0 130.0 332.0 270.2
Total loans........ 729.0 706.8 1,435.8 653.7
Loans held for sale... (10.5) 8.7 (1.8) 13.5
Investment
securities........... (128.2) 71.9 (56.3) (122.7)
Money market
investments.......... (6.3) 15.3 9.0 (4.7)
Trading securities.... 11.3 (1.5) 9.8 13.0
Other earning
assetsS. ..., 18.7 19.7 38.4 25.2
Total...vovveeennnn. 614.0 820.9 1,434.9 578.0
Interest expense
Interest checking..... 2.5 36.9 39.4 12.0
Money market
accounts............. 9.0 148.8 157.8 89.1
Other savings
accounts............. (17.5) (20.4) (37.9) (12.2)
Savings
certificates......... (21.9) 157.6 135.7 (180.3)
Certificates over
$100,000. ... 225.6 128.2 353.8 81.0
Total
interest-bearing
deposits.......... 197.7 451.1 648.8 (10.4)
Short-term
borrowings........... 43.7 155.6 199.3 32.4
Long-term debt........ 120.3 263.2 383.5 266.0
Mandatorily redeemable
preferred
securities of
subsidiary
trusts............. - 1.0 1.0 6.8
Total...oeeveeennnn. 361.7 870.9 1,232.6 294.8

Increase (decrease) in
net interest
income. .voveenen.. $ 252.3 $ (50.0) $ 202.3 $ 283.2

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.

U.S. Bancorp 47
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TABLE 5
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NONINTEREST INCOME

(Dollars in Millions) 2000 1999
Credit card and payment processing revenuUe...........oeeeoa. $ 992.1 $ 837.8 S
Trust and investment management fees.............. ... 926.2 887.1
Deposit service ChargesS. ...ttt ittt e ettt e 551.1 497.2
Cash management feesS. ...ttt ittt ittt ettt taaeeeeeen 292.4 280.6
Mortgage banking revenUe. .. ...ttt ittt ittt eeeeeeeeeennenns 189.9 190.4
Trading account profits and commissions.............ccee.o... 258.4 222.4
Investment products fees and commissions..........oeeeeeenn. 466.6 450.8
Investment banking revenue. ......... ittt ttneeneeeeanns 360.3 246.6
Insurance ProdUCh FeVENUE . . .t v vttt ittt meeeeeeeennneeeeeeeenns 145.3 105.3
Commercial pProdUCL FeVENUE. . v vttt ittt ettt e eeeeeeeaneeaeenns 304.4 215.7
Retall produCt revenUe . .. ...ttt ii ittt ettt eeaneeeeenns 69.1 78.0
Securities gains, Net . ...ttt ittt ittt et eeneenns 8.1 13.2
(05 o L 319.3 219.8

Total noninterest 1NCOME. ... vttt ittt ittt ee e et eeeeenn $4,883.2 $4,244.9 $3,

TABLE 6
NONINTEREST EXPENSE

(Dollars in Millions) 2000 1999 1998
LS T = ol $2,427.1 $2,355.3 $2,196.7
Employee benefits. ..t ittt e e e e e e e 399.8 410.1 424.9
Nt OCCUPANC Y ¢ v v v v e e e e e et et e ee e e e e eeaeeeeeseeneeeeeeeeenns 396.9 371.8 356.9
Furniture and equipment . ..... ..ttt ittt neeeeeennneeenns 308.2 307.9 314.1
Professional ServiCesS. ...ttt ittt nnnas 109.0 95.7 105.3
Advertising and marketing. ... .. ..ottt ittt 122.1 124.1 126.9
Other PersonNNEel COST S . i i it ittt ittt ittt ettt eaeeeaeees 107.0 88.4 73.7
S = T = 111.9 72.2 51.5
Data ProOCEeSSINg. @ v vt ittt ittt ettt ettt eeeeeeeeeaaeeaeaes 149.7 133.7 120.0
(073 1110115 e I = ol 3 o 138.8 123.4 114.2
@ = = L 174.5 170.7 155.4
ol o w1 o o 86.5 90.7 89.6
(€ e 242.8 177.7 177.2
Other intangible assetS. ...ttt ittt ettt e eeeeeennen 149.5 152.1 124.6
(05 o L 444.5 454.7 398.6

Total operating noninterest expense..........iviiennnnn.. 5,368.3 5,128.5 4,829.6
Merger and restructuring-related charges.................... 348.7 532.8 593.8

Total NoNinterest EXPeNSE . ... i ettt eeeeenneoneeeeeenns $5,717.0 $5,661.3 $5,423.4
Efficiency ratioX . . .ttt ittt e e e e e e et e 51.9% 55.7% 58.3%
Efficiency ratio, before merger and restructuring-related
() o= ek 1= Y 48.8 50.5 51.9
Banking efficiency ratio, before merger and
restructuring-related charges* ™ .. ... ...ttt ennnn 43.5 46.3 49.4
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*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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TABLE 7
LOAN PORTFOLIO DISTRIBUTION

At December 31 (Dollars in Millions)

COMMERCIAL
Commercial.... ..o ieeenennnnn
Lease financing.........coeevee.o...

Total commercial............
COMMERCIAL REAL ESTATE

Commercial mortgages..............

Construction and development......

Total commercial real
estate...... . i il ia,

RESIDENTIAL MORTGAGES. ...t nn.
RETAIL
Credit card... ...,
Retail leasing........oieeieeunnn.
Other retail....... ...

U.S. Bancorp
1999

Percent
Amount of Total
$ 42,021 37.1
3,835 3.4
45,856 40.5
18,636 16.5
6,506 5.7
25,142 22.2
11,395 10.1
5,004 4.4
2,123 1.9
23,709 20.9
30,836 27.2
$113,229 100.0

At December 31 (Dollars in Millions)

COMMERCIAL
Commercial.... ..o inennennnnn
Lease financing.........cooevee.o...

Total commercial............
COMMERCIAL REAL ESTATE

Commercial mortgages..............

Construction and development......

Total commercial real

estate...... .. i il
RESIDENTIAL MORTGAGES. ...t en.
RETAIL

2000
Percent
Amount of Total
$ 47,041 38.5%
5,776 4.7
52,817 43.2
19,466 15.9
6,977 5.7
26,443 21.6
7,753 6.3
6,012 4.9
4,153 3.4
25,187 20.6
35,352 28.9
$122,365 100.0%
1996
Percent
Amount of Total
$30,790 33.7%
2,351 2.6
33,141 36.3
15,363 16.8
3,541 3.9
18,904 20.7
13,919 15.3
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Credit card. ...ttt ieneenennn 5,089 5.6
Retail leasing........oieeieeunnn. 787 0.8
Other retail...... ... 19,402 21.3
Total retail.......ooiiiiieon. 25,278 27.7
Total 10ANS. .. uieeeeeennnnnn $91,242 100.0%

TABLE 8
SELECTED LOAN MATURITY DISTRIBUTION

Over One

One Year Through Over Five
At December 31, 2000 (Dollars in Millions) or Less Five Years Years
(@703 1115173 a1 = $23,498 $24,673 S 4,646
Commercial real estate. ...ttt ittt ettt eneeaneens 7,645 13,261 5,537
Residential MOrtgage S . c v v v v ittt ittt ettt ettt aaeeeeenes 526 892 6,335
Retail . i e e e e e e e e e e e 16,974 11,399 6,979
Total L10ANS . i ittt ittt ettt ettt ettt et et e $48,643 $50,225 $23,497
Total of loans due after one year with
Predetermined interest rates.......ii ittt tennnnennnn
Floating interest rates...... .ttt ittt eenneeeennn
U.S. Bancorp 49
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TABLE 9
COMMERCIAL LOAN EXPOSURE BY INDUSTRY GROUP AND GEOGRAPHY
December 31, 2000
INDUSTRY GROUP (Dollars in Millions) Loans %
Consumer products and ServViCeS. .. ...ttt eeeeeeeeeeeeeeennnns $ 9,791 18.4% S
Capital gOOAS . i ittt ittt ettt et e e e e e e e e e e 6,984 13.2
e 150 F= o ¥ 8 J Y 5,438 10.3
CONSUMETY STAP e S .t i it ittt ettt ettt e ettt eeeeeeeeeeaaeeaeenes 5,427 10.3
2o Bl @ 6 G ot 4,177 7.9
BN ar= N o =3 T i = i Y o o NP 2,775 5.3
Private INvVe ST Or S . i it ittt ittt ettt ettt ettt ettt 2,405 4.6
Paper and forestry products, mining and basic materials..... 2,249 4.3
Health CAre . it it ittt et e et e et et ettt ettt s ae et eaeeaeeens 1,631 3.1
BT o8 o X T o Y Y 1,223 2.3
Mortgage bankKing. ...ttt ittt ettt et ettt e 961 1.8
0 o a2 742 1.4
(0 5 o L 9,014 17.1
e - $52,817 100.0% $4
GEOGRAPHY
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L= T e 3o B = $ 3,174 6.0% S
(O 31 ¥ o= T L 1Y 2,661 5.0
0 o Yo 3 0 R 3,336 6.3
D708 o L= o X wit N 8,724 16.5
D= 1 ke 2,163 4.1
(0o I 1 2,269 4.3
(@ ST o 2,769 5.2
L == o o L i o 4,860 9.2
LS =T T 3'a = 1o 3,153 6.0
Other banking regions:

I A7 = 4,547 8.6

I L= = 2,230 4.2

1Y £ 6 w15 o 1,316 2.5

S OUL NWE S L TN v it ittt e it et et et e et e e e e e 1,460 2.8

Total banking regilons. ... i ittt ittt eenneeeennn 42,662 80.8 3

(@ ol XS i oy Y i X o = 10,155 19.2

e o= Ot $52,817 100.0% $4

50 U.S. Bancorp
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TABLE 10
COMMERCIAL REAL ESTATE EXPOSURE BY PROPERTY TYPE AND GEOGRAPHY
December 31, 2000

PROPERTY TYPE (Dollars in Millions) Loans %
Business Owner OCCUPIEd. .t i v ittt ittt it teeeeeeneeeeeeeennnnns $ 7,329 27.7% $
MULEI=fami Ly . e ettt ettt et e e e et ettt et ettt 3,908 14.8
Commercial property:

I oL LG = i = B Y 1,923 7.3

L s 2Ot 2,761 10.4

2 w0 O 2,537 9.6

[ ol o T O 2,755 10.4
2 K] 115 o X B 0 e L= Y 1,521 5.8
5 o Y ot N v T o = 1,916 7.2
(0w o P 1,793 6.8

e o= Ot $26,443 100.0% $2
GEOGRAPHY
L= T e 3o B = $ 3,255 12.3% S
[ @ o= o L 2 855 3.2
0 o Yo 3 0 836 3.2
D70 8 o L= X wit 1,088 4.1
D= 1 e 2,842 10.7
(0o I 1P 2,425 9.2
(@ ST o ) 1,638 6.2
L= NS o e s i o O 2,937 11.1
LS =T 3o = 1o 2,113 8.0
Other banking regions:

I 7 = 2,982 11.3

@ L= = 1,798 6.8
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3 B'a i 5 o O 573 2.2
LT b ol 0wl ' 1,264 4.8
Total banking regilons. ... ittt ittt it eenneeeenns 24,606 25.1 2

(@ ol o XS i oy Y i o = 1,837 6.9

e - $26,443 100.0% $2
U.S. Bancorp 51
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TABLE 11

INVESTMENT SECURITIES

Available-for-Sale
Average W
Amortized Fair Maturity in
December 31, 2000 (Dollars in Millions) Cost Value Years
U.S. Treasuries and agencies.......c.c.ueeeeewnnnn. S 498 S 500 0.32
Within one year. ..ottt ittt it 1,030 1,050 2.74
One through five yvears........ ..., 63 65 6.81
Five through ten years........ ... ... 9 9 14.96
[T - - -
Total ettt e e e e e e e e e $ 1,600 $ 1,624 2.22
Mortgage-backed securities
Within ONE VeaAT . . it ittt ittt ettt eeeeeennaeeeenn S 379 $ 379 0.54
One through five yvears........ ... 1,679 1,687 2.96
Five through ten years........ .. ... 2,235 2,255 6.74
[T 7,507 7,572 15.28
= $11,800 $11,893 11.44
Obligations of state and political subdivisions
Within ONE VeaAT . . it ittt ittt ettt et e eeennaeeennn S 347 $ 348 0.50
One through five yvears........ ..., 1,265 1,284 3.10
Five through ten years........ ... 600 614 7.39
OV e i e e e e e e e e et e e e e e e e e e e 158 163 15.13
Total ittt e e e e e e e e $ 2,370 $ 2,409 4.61
Other
Within ONE VeAT . . ittt it ittt ettt eeeeeennaeeeenn S 15 $ 15 0.46
One through five yvears........ ..., 655 658 2.78
Five through ten years........ ..., 8 8 7.30
[T 269 256 26.18
Total ittt e e e e e e S 947 $ 937 9.44
Other equity securities.......oieiieiennnnnnnn. S 274 $ 276 -
Money market funds...........ii ittt 251 251 -
Total investment secCUritiesS........uuiviueeennnnnn $17,242 $17,390 9.47
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Held-to-Maturity
Average Weighted
Maturity in Average
December 31, 2000 (Dollars in Millions) Years Yield
U.S. Treasuries and agencies.........oueeewenenen.. - -—%
Within one year. ..ottt it ittt - -
One through five yvears........ ..., - -
Five through ten years........ ... .. - -
[T - -
e ) i - -
Mortgage-backed securities
Within one year. ...ttt ittt - -
One through five yvears........ ... 4.63 7.92
Five through ten years........ ... - -
[T - -
Total ittt e e e e e e e 4.63 7.92
Obligations of state and political subdivisions
Within one year. ..ottt ittt et 0.41 5.78
One through five yvears..........oiiiiiiinnnnn.. 3.21 5.61
Five through ten years........ ... 7.8 5.55
L7 15.38 5.68
= 7.09 5.64
Other
Within one year. ...ttt ittt - -
One through five yvears........ ... - -
Five through ten years........ ... - -
[T - -
e - -
Other equity securities........c.coiiiiiiiiinnnnn.. - -
Money market funds...........iiiiitiiiiiii e, - -
Total investment securities..............ooooo.. - -—%

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.

TABLE 12
NET CHARGE-OFFS AS A PERCENTAGE OF AVERAGE LOANS OUTSTANDING

2000 1999 1998 1997

COMMERCIAL
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Commercial. ...t eeeeeeeeeeannnn
Lease financing........coueeiieeeeennnn.

Total commercial.......cuovvveuneenon.
COMMERCIAL REAL ESTATE

Commercial mortgages. ... e e eeennn.

Construction and development..........

Total commercial real estate.......
RESIDENTIAL MORTGAGES. ... ittt ittt eeeans
RETAIL

Credit card. ...ttt ieeannnn
Retail leasing......c.uouiiieeeiinnnnnn.
Other retail.... ... . iinnnnnn.

*Information not available

52
58

TABLE 13
NONPERFORMING ASSETS*

(Dollars in Millions)

COMMERCIAL
Commercial. ...t eeeeeeeeeennnnn
Lease financing.........ueeiieeeeennnn.

Total commercial.......cuovvveenenenen.
COMMERCIAL REAL ESTATE

Commercial mortgages. ... e e e e eeeennn.

Construction and development..........

Total commercial real estate.......
RESIDENTIAL MORTGAGES. ...ttt ittt eeeans
RETAIL

Credit card. ...ttt eannnn
Retail leasing......c.uoueiiieeeiinnnnnn.
Other retail.... ... iinnnnnn.

Total retail...... ...,

Total nonperforming loans....

OTHER REAL ESTATE. ... ittt ittt
OTHER ASSETS . . ittt ittt it i ii i iieie e

Total nonperforming assets...

Accruing loans 90 days or more past due**
Nonperforming loans to total loans.......

................... 56% L41% *% *%
................... 46 .24 * *
................... 55 40 31 50
................... 03 .02 * *
................... 11 .03 * *
................... 05 02 (.04) (.05)
................... 13 12 08 06
................... 3.68 3.50 3.53 4.05
................... 41 .28 * *
................... 1.27 1.23 * *
................... 1.60 1.57 1.51 1.65
................... 70% 61% .53% 63%
U.S. Bancorp
December 31

2000 1999 1998 1
................... $470.4 $219.0 $230.4 $26
................... 70.5 31.5 17.7
................... 540.9 250.5 248.1 27
................... 105.5 138.2 86.9 9
................... 38.2 31.6 28.4 1
................... 143.7 169.8 115.3 11
................... 56.9 72.8 98.7 9
................... 8.8 5.0 2.6
................... - .4 5
................... 15.0 21.1 30.4 1
................... 23.8 26.5 33.5 1
................... 765.3 519.6 495.6 50
................... 61.1 40.0 35.1 5
................... 40.6 28.9 16.9 1
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Nonperforming assets to total loans plus other real
L = 71 .52 .51
Net interest lost on nonperforming loansS.........eeeeeeeenn. $ 50.8 $ 29.5 $ 21.3 S 3

*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

U.S. Bancorp 53
59

TABLE 14
SUMMARY OF ALLOWANCE FOR CREDIT LOSSES

(Dollars in Millions) 2000 1999 1998
Balance at beginning of year.........iiiiiiniieeeteennnnnnnn $1,710.3 $1,705.7 $1,665.8
CHARGE-OFFS
Commercial
CommerCial. vttt e et et e et et e ettt 319.8 250.1 *
Lease finanCing. ... .ottt i ittt eeeeeeeeeeanns 27.9 12.4 *
Total commercial. .. ..ot iin et teneeeeeeeenneeeenns 347.7 262.5 202.3
Commercial real estate
Commercial MOTrtgageS . v v v e vttt i eeeeeeeeeeeeeeeeeeeanns 15.8 19.1 *
Construction and development .. ...ttt iineeneeeennns 10.3 2.6 *
Total commercial real estate.........coiii... 26.1 21.7 23.6
Residential MOrtgage S . v v v vttt ittt teee e eeneeeeenns 13.7 16.2 14.4
Retail
Credit card. ...ttt e e e et e 235.8 220.2 223.9
Retall 1easSing. c vt iii ittt eeeeeeeeeenneeeeeeeanns 14.8 6.2 *
Other retaill. ...ttt ittt e ettt et teeeeeeeeanns 379.5 376.0 *
Total retail. . vttt ettt et eeeenaanaens 630.1 602.4 533.4
Total charge-o0ffs. ... ...t iiii e 1,017.6 902.8 773.7
RECOVERIES
Commercial
ComMmMErCial. @ittt et e e e e et et e et 64.0 84.8 *
Lease finanCing. ...ttt ittt ettt eeeeeeeeeeanns 7.2 4.0 *
Total commercial. .. ..ot iii i ettt teneeeeeeeenneeeennn 71.2 88.8 81.9
Commercial real estate
Commercial MOTrtgageS . v v v e vttt it e eeeeeeeeneeeeeeeeanns 10.8 15.1 *
Construction and development .. ... ..ot iimennneeennnsn 2.6 1.0 *
Total commercial real estate...........iii... 13.4 16.1 31.0
Residential MOrtgage S . v v vttt i ittt it ettt eeneeeeenns 1.3 1.4 3.0
Retail
Credit Card. i i ittt ittt et e e ettt e et 27.5 34.6 36.9
Retall 1easSing. c vt iiiii ittt eeeeeeeeeeeeneeeeeeeanns 2.0 1.1 *
Other retail. ...ttt ittt ettt e teeeeeeeeanns 76.8 88.2 *
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Total retail. ...ttt ittt e e ettt

Total reCOVETrieS . i i ittt it e et e eeeeeeeeennn

NET CHARGE-OFFS
Commercial

L@@ 111 10T ot = O
Lease finanCing. .. ..ottt ittt ettt eeneeeeeneenns

Total commercCial. ... e e et eeeeeeeeennnenns

Commercial real estate

Commercial MOTrtgageS . v v v v ettt oeeeeeeeeeneeeeeeeenns
Construction and development........oitiiienneneennn

Total commercial real estate..........ci...
Residential MOrtgage S . v v e ittt i ittt e tee e eennenns

Retail

Credit Card. ittt ittt et ettt et eeeee e
Retall 1eaSing. i iee ettt eeeeeeeeeeneeeeeneenns
Other retail. ...ttt ittt ettt

Total retail. ...ttt ittt e ettt e e
Total net charge-offs..... ...
Provision for credit 10SSEeS. ...ttt teeeeeeeeennnnns

Acquisitions and other changes........ ...

Balance at end 0f year. .. ..ttt ittt et teeeeeeennenns

Allowance as a percentage of:

Period-end 1oansS. ...ttt ittt ennnnneeees
Nonperforming loanS .« vt vttt it e eeeeeeenneeeeeeeenns
Nonperforming assetS. ...ttt ittt teeeeeeeeenns
Net charge—o0ffs. ..ttt it ettt e ie e eeaenn

*Information not available
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TABLE 15
DELINQUENT LOAN RATIOS*

90 days or more past due

COMMERCIAL

(0703 111 0TS ot e = R
Lease finanCing. @it i ittt teee e eeeeneeeeeeeanns

Total commerCial. ...t iein ettt eeneeeeeeeeneeeeenns

COMMERCIAL REAL ESTATE

Commercial MOTtgage S . v v v v ittt ittt ettt eeneeeeeeeanns
Construction and development.........oii it iiieeneeeennnn

Total commercial real estate.......oiii ...

106.3 123.9 112.6
192.2 230.2 228.5
255.8 165.3 *
20.7 8.4 *
276.5 173.7 120.4
5.0 4.0 *
7.7 1.6 *
12.7 5.6 (7.4)
12.4 14.8 11.4
208.3 185.6 187.0
12.8 5.1 *
302.7 287.8 *
523.8 478.5 420.8
825.4 672.6 545.2
828.0 646.0 491.3
74.0 31.2 93.8
$1,786.9 $1,710.3 $1,705.7
1.46% 1.51% 1.59%
233 329 344
206 291 312
216 254 313

U.S. Bancorp

December 31

2000 1999 1998 1997 1
1.11% 57% 69% **%
1.24 82 57 *x
1.13 59 68 84

61 82 59 *x

57 53 60 *x

60 74 .59 67
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RESIDENTIAL MORTGAGES..........

RETAIL

Credit card.......co.
Retail leasing..............
Other retail................

............................. 1.49 1.11 1.26 90
............................. 1.85 1.33 1.07 *x
............................. 20 14 13 *x
............................. 64 47 47 *x
............................. 79 59 .55 42
............................. 94% 68% 70% 2%

* Ratios include nonperforming loans and are expressed as a percent of ending

loan balances.

** Information not available

TABLE 16

ALLOCATION OF ALLOWANCE FOR CREDIT LOSSES

(Dollars in Millions)

COMMERCIAL

Commercial........cvvinnn.
Lease financing.............

Total commercial.........

COMMERCIAL REAL ESTATE

Commercial mortgages........

Construction and

development................

Total commercial real

estate........ .. o o
RESIDENTIAL MORTGAGES..........

RETAIL

Credit card.......cov..
Retail leasing..............
Other retail................

Total retail.............

Total allocated

(Dollars in Millions)

COMMERCIAL

Commercial.........coovuunnn.
Lease financing.............

Allocation Amount At December 31

2000 1999 1998 1997 1996

$ 626.5 $ 408.3 S 343.7 $ 370.5 S 341.5
26.7 20.2 21.5 16.4 13.7
653.2 428.5 365.2 386.9 355.2
59.2 110.4 105.2 105.6 149.3
23.6 22.5 25.9 27.7 24.1
82.8 132.9 131.1 133.3 173.4

9.6 18.6 27.2 36.9 30.9
265.6 320.8 304.3 217.4 234.5
27.2 18.6 6.5 4.9 2.4
358.9 389.2 365.6 257.9 201.0
651.7 728.6 676.4 480.2 437.9
1,397.3 1,308.6 1,199.9 1,037.3 997.4
389.6 401.7 505.8 628.5 602.7
$1,786.9 $1,710.3 $1,705.7 $1,665.8 $1,600.1

2000 1999 1998 1997 1996
1.33% .97% .91% 1.10% 1.11%
.46 .53 .65 .62 .58
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Total commercial........... 1.24 .93 .89 1.06 .07
COMMERCIAL REAL ESTATE
Commercial mortgages.......... .30 .59 .63 .67 .97
Construction and
development.........ccovu... .34 .35 .50 .68 .68
Total commercial real
estate.... ... i il .31 .53 .60 .67 .92
RESIDENTIAL MORTGAGES............ .12 .16 .19 .23 .22
RETAIL
Credit card.......... ..., 4.42 6.41 6.27 4.35 .61
Retail leasing................ .65 .87 .40 .45 .31
Other retail...... ... 1.43 1.64 1.55 1.23 .04
Total retail............... 1.84 2.36 2.25 1.78 73
Total allocated
AlloWaNnNCEe. v v v it v e eeeee e 1.14 1.16 1.12 1.05 .09
Unallocated portion........ 32 35 47 63 .66
Total allowanCe.......ueeeunenennn. 1.46% 1.51% 1.59% 1.68% 75%
U.S. Bancorp 55
61
TABLE 17
DEPOSITS BY TYPE
December 31 (Dollars in Millions) 2000 1999 1998
Noninterest-bearing deposits. . v vttt ittt eeeeeennnnn $ 26,633 $ 26,350 $ 27,479
Interest-bearing deposits
SAVINGgS ACCOUNT S . i ittt it it e e ettt e ee ettt eeaeeeeeneanns 4,516 5,445 6,352
Interest checking. . ...ttt ittt et e 13,982 13,141 13,385
Money market aCCOUNES. ..ttt ittt ittt ettt eeeeeeeeenns 23,899 22,751 22,086
Time certificates of deposit less than $100,000............. 25,780 25,394 27,935
Time deposits greater than $100,000
L) 10 L e 11,221 9,348 6,261
@ et I o 3,504 988 848
Total depPoOSi it S . i i et ittt ittt ettt e et ettt e $109,535 $103,417 $104, 346
Percent of deposits by type
Noninterest-bearing deposits. .. ...ttt eeennn 24.3% 25.4% 26.3%
Interest-bearing deposits
SAVINGgS ACCOUNT S . v v ittt it ittt ettt ee et et eeaeeeeeneanns 4.1 5.3 6.1
Interest checking. . ...ttt ittt ettt 12.8 12.6 12.8
Money market aCCOUNES. ..ttt ittt ittt ettt eeeeeeeeenns 21.8 22.0 21.2
Time certificates of deposit less than $100,000............. 23.5 24.6 26.8
Time deposits greater than $100,000
@) 11 L= i 10.3 9. 6.
@ ot I o 3.2 1.
Total deposits. ..ttt e e e 100.0% 100.0% 100.0%
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The maturity of time deposits greater than $100,000 is as follows:

December 31, 2000 (Dollars in Millions)

Three MONEhS OF 1@ S . i vt ittt ittt ettt ettt e eee et eeneeens $ 9,466

Over three months through six months........................ 1,727

Over six months through twelve months....................... 1,850

Over twelve MONthS . . ittt ittt e it e et ettt ettt ee e 1,682
o ol $14,725

56 U.S. Bancorp

62
TABLE 18

INTEREST RATE SENSITIVITY GAP ANALYSIS

Repricing Ma

Less than 3-6 6-12
December 31, 2000 (Dollars in Millions) 3 months months months
EARNING ASSETS
T T o = $64,299 $ 7,246 $ 9,900
Loans held for sale.. ...ttt eeeeeeeeeeanns 764 - -
Investment SeCUritieS. ..ttt ittt ettt tneennenn 2,357 1,028 1,644
[ o8 o L 2,420 7 13
Total earning assetS. v it i ettt et eeeennnneens $69,840 $ 8,281 $11,557
INTEREST-BEARING LIABILITIES
DEPOSIE St vttt e e e e e e e e e $43,813 $ 7,714 $ 9,443
Short—-term DoOrroWingsS. ... ittt ittt et eeeeeeeenn 9,394 25 2,406
Long—term debt ... ...ttt ittt ettt 13,825 389 839
Company-obligated mandatorily redeemable preferred
ST Bl i = 300 - -
Total interest-bearing liabilities............... $67,332 $ 8,128 $12,688
Effect of off-balance sheet hedging instruments
Recelving fixed. ..u oottt ittt ie ettt eeeeeeennnnnanns $ 811 $ 423 S 568
Receilving floating. ... .i ittt ittt iiee e eeaeenns 1,500 - -
Paying fixed. ..ottt ittt e e e e e e e e —= —= (500)
Paying f£loating. ...t ittt ittt et (9,093) (150) —=
Total effect of off-balance sheet hedging
I8 o W= w51 o o $(6,782) S 273 S 68
J2XCY Xk I eI X e 7= o J0U OO $(4,274) $ 426 $(1,063)
Cumulative repPricCing gapP .« v e ettt m i ettt teeeeeeeeeenneens (4,274) (3,848) (4,911)
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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.

TABLE 19
INTEREST RATE SWAP HEDGING PORTFOLIO NOTIONAL BALANCES AND YIELDS BY
MATURITY DATE

December 31, 2000 (Dollars in Millions)

Weighted
Average
Notional Interest Rate
Maturity Date Amount Received
200 L e i e e e e e e e e e e e e e $1,465 6.76%
2002 . e e e e e e e e e e e e e e e e e 544 6.22
72800 T 1,674 6.02
200 . e e e e e e e e e e e e 1,475 6.60
2800 1,000 6.88
[ o ol S i = I 2,600 6.66
e $8,758 6.54%
At December 31, 2000 the Company had $1.0 billion in basis swaps maturing in
2002.
U.S. Bancorp 57
63
TABLE 20
DEBT RATINGS
Standard &
At December 31, 2000 Moody's Poors Fitch
U.S. Bancorp
Short—term DoOrroOWIingS. . .. ittt ittt ettt ettt e eeannn Fl
Senior debt and medium-term notes............ ... Al A A+
Subordinated debt ... ittt e e e A2 A- A
Preferred SLOCK. .. ittt ittt ettt ittt al BBB+ A
COMME T CIlal PAPE e ittt it e et e e ettt ae e et eeaeeeeeeeeeaaeens P-1 A-1 Fl
U.S. Bank, NA
Short—-term time deposSits. . ittt ittt ittt ettt e iee e e eannn P-1 A-1 Fl+
Long-term time deposits. ...ttt it ie et Aa3 A+ AA-
J= o8 o U o o o = 2 Aa3/P-1 A+/A-1 A+/F1+
Subordinated debt ... ..ttt e e Al A A

Firstar Bank, NA
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Short—-term time deposSits. . ittt ittt et ieeeeeennn
Long-term time deposits. ...ttt it ittt
== 0 1 oL X =

P-1
Aa3
Aa3/P-1

Fl+
AA-

A+/F1+

TABLE 21
REGULATORY CAPITAL RATIOS

At December 31 (Dollars in Millions)

U.S. BANCORP
Tangible common eqUIiLY X . .ttt it ettt ettt e e e eeaeenns
As a percent
Tier 1 Capital. ..ttt ittt ittt ettt ettt e eaeeeeeeeeeaaanns
As a percent of risk-weighted assets........... ... ...
As a percent of adjusted quarterly average assets
(Leverage ratdo) vt m it ittt ittt ettt eeeeeeeeaeaens
Total Risk-based capital. ... ..ottt tneeeeeeeeennenns
As a percent of risk-weighted assets........... ... ...

SIGNIFICANT BANK SUBSIDIARIES**

U.S. BANK N.A.:
Tier 1 Capital. ...ttt ittt ettt eeaaanns
Total Risk-based Capital...... .ottt iineneeeeennnnns
TS o e e

FIRSTAR BANK, N.A.
Tier 1 Capital. ...ttt ittt ettt et eeeeeeeeeenaanns
Total Risk-based Capital....... it iineeeeeeennnnns
TS o e e

BANK REGULATORY CAPITAL REQUIREMENTS

Tier 1 Capital. ...ttt ittt ettt ettt eeaaanns
Total Risk-based Capital.......ciiiiiiitiineeeeeeennnnns
TS o e e

$10,856
6.76%

$11,602
7.21%
7.39%

$17,038
10.59%

7.29%
7.89
6.58%

6.43

Minimum

$10,137
6.74%

$10,936
7.35%

7.50%
$16,342
10.99%

6.89%
11.08
7.67

7.43%

7.30

Well-
Capitalized

* Defined as shareholders' equity less goodwill

** These balances and ratios were prepared in accordance with regulatory

accounting principles as disclosed in the subsidiaries'’

58
64

TABLE 22
FOURTH QUARTER SUMMARY

U.s.

regulatory reports.

Bancorp

Three Months Ended
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(Dollars in Millions, Except Per Share Data)

December 31

CONDENSED INCOME STATEMENT

Net interest income (taxable-equivalent basis)
Securities gains,
Other noninterest income....... ...ttt eenenennnn
Merger-related Charges. . ...ttt ittt et e ettt eaeennn
Other noninterest eXpense. .. ...ttt ittt neeeeeennnneenns
Provision for credit 10SSeS. ...ttt ittt neeeeeennneeenns

Income before 1ncCoOme taXeS. .. ittt itneeeeeeeeneeeeenns
Taxable-equivalent adjustment......... ...ttt ennnnenn.
B 0 ) = T > -

Net INCOmME . &ttt ittt e e e e et e et e ettt eaeeeeee e

FINANCIAL RATIOS

Return on average assSels. ...ttt ittt eneeas
Return on average common €gUity.......iiiiiineeeeennnnennns
Net interest margin (taxable-equivalent basis)
Efficiency ratio. ...ttt ittt ittt et it
Banking efficiency ratioX. ... ..ttt i

PER COMMON SHARE

Earnings per share. ... ..ttt ittt ittt ittt eaeeeeennen
Diluted earnings per share....... ..ttt ennnnennnn
Dividends declared. ... ...ttt ittt nnnneeeeeeeeennnnas

SELECTED FINANCIAL RATIOS EXCLUDING MERGER-RELATED CHARGES

Return on average assSels. ...ttt ittt ittt ittt eeeeas
Return on average Uity ... .ot i i ettt itteeeeeeeonneeeenns
Efficiency ratio. ...ttt it ittt ittt it
Banking efficiency ratioX. ... ..ttt

*Without investment banking and brokerage activity

U.s.
65

Bancorp

EXHIBIT 12
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Year Ended December 31 (Dollars in Millions)

EARNINGS
T o A I o o] ) 1
2. Applicable income £aXeS. . i ittt ittine et eeeneeeeeeeanns
3. Income before taxes (1 4+ 2) i vttt ittt ettt teteeenens
4. Fixed charges:

a. Interest expense excluding interest on deposits......
b. Portion of rents representative of interest and

2000 1999
$1,562.5 $1,501.4
7.0 2.1
1,257.9 1,135.1
84.1 90.5
1,347.8 1,342.1
229.5 173.7
1,166.0 1,032.
21.0 22.9
376.3 372.4
S 768.7 $ 637.0
1.89% 1.66%
20.7 18.3
4.33 4.49
50.8 54.6
44.9 50.3
$ 41 $ .33
.40 .33
.1625 1625
2.02% 1.88%
22.2 20.7
47.9 51.2
42.0 46.5
59
2000 1999 1998
$ 2,875 $2,381.8 $2,132.9
1,512 1,392.2 1,167.4
S 4,387 $3,774.0 $3,300.3
S 2,404 $1,820.3 $1,625.0
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amortization of debt expense......... ... ...

c. Fixed charges excluding interest on deposits (4a +

4b) v

d. Interest On depPoOSitS. ittt ittt it ee et

e. Fixed charges including interest on deposits (4c +

4d) oo

O 0 J o U

Amortization of interest capitalized....................
Earnings excluding interest on deposits (3 + 4c + 5)....
Earnings including interest on deposits (3 + 4e + 5)....
Fixed charges excluding interest on deposits (4c).......
Fixed charges including interest on deposits (4e).......

RATIO OF EARNINGS TO FIXED CHARGES
10. Excluding interest on deposits (line 6/line 8)..........
11. Including interest on deposits (line 7/line 9)..........

6,878
10,497
2,490
6,109

.6
.4
.8
.6

60
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1

3, 4

1, 2, 5
2, 4, 5
4, 5

3, 4

3, 4

1, 2, 5
1, 2, 3
4
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Formerly Chairman
Firstar Corporation

Delbert W. Johnson 1, 3, 4
Vice President
Safeguard Scientifics, Inc.

Joel W. Johnson 4, 5
Chairman, President and Chief Executive Officer
Hormel Foods Corporation

Jerry W. Levin 2, 5
Chairman and Chief Executive Officer
Sunbeam Corporation

Sheldon B. Lubar 1, 5
Chairman
Lubar & Company

Frank Lyon, Jr. 2, 4
Wingmead
Daniel F. McKeithan, Jr. 1, 3, 5

President and Chief Executive Officer
Tamarack Petroleum Company, Inc.

David B. O'Maley 1, 2
Chairman, President and Chief Executive Officer
Ohio National Financial Services

O0'dell M. Owens, M.D., M.P.H. 3, 4
Medical Director
United Healthcare

Thomas E. Petry 1, 2, 3
Formerly Chairman and Chief Executive Officer
Eagle-Picher Industries, Inc.

Richard G. Reiten 1, 2, 3
President and Chief Executive Officer
Northwest Natural Gas Company

S. Walter Richey 1, 2
Formerly Chairman and Chief Executive Officer
Meritex, Inc.

Warren R. Staley 1, 3
Chairman and Chief Executive Officer
Cargill, Inc.

Patrick T. Stokes 1, 5
President
Anheuser-Busch

John J. Stollenwerk 2, 3, 4
President
Allen-Edmonds Shoe Corporation

1 Executive Committee

2 Compensation Committee
3 Audit Committee

4 Community Outreach and
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Fair Lending Committee
5 Governance Committee

67
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

81



Edgar Filing: US BANCORP \DE\ - Form 8-K

judith.murphy@usbank.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. [RECYCLED LOGO]

[US BANCORP LOGO]
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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
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