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Part I: FINANCIAL INFORMATION

In the opinion of management, the consolidated financial statements of Commerce Bancshares, Inc. and
Subsidiaries as of March 31, 2000 and December 31, 1999 and the related notes include all material adjustments
which were regularly recurring in nature and necessary for fair presentation of the financial condition and the
results of operations for the periods shown.

The consolidated financial statements of Commerce Bancshares, Inc. and Subsidiaries and management’s
discussion and analysis of financial condition and results of operations are presented in the schedules as follows:

Schedule 1: Consolidated Balance Sheets

Schedule 2: Consolidated Statements of Income

Schedule 3: Statements of Changes in Stockholders’ Equity

Schedule 4: Consolidated Statements of Cash Flows

Schedule 5: Notes to Consolidated Financia Statements

Schedule 6: Management’s Discussion and Analysis of Financia Condition
and Results of Operations, including Quantitative and
Qualitative Disclosures about Market Risk

Part I1: OTHER INFORMATION

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits
(27) Financial Data Schedule

(b) No reports on Form 8-K were filed during the quarter ended March 31, 2000.

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.

COMMERCE BANCSHARES, INC.

Date: May 11, 2000 By /s/ J. DANIEL STINNETT

J. Daniel Stinnett
Vice President & Secretary

Date: May 11, 2000 By /sl JEFFERY D. ABERDEEN

Jeffery D. Aberdeen
Controller
(Chief Accounting Officer)




Schedule 1

COMMERCE BANCSHARES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

March 31 December 31
2000 1999
(Unaudited)
(In thousands)
ASSETS
Loans, net of unearned iNCOME . . . . .. ..ottt e e $ 7,777,279 $ 7,576,892
Allowance for 1oan 10Sses . . ... ..o (124,803) (123,042)
NELI0ANS . . .o 7,652,476 7,453,850
Investment securities:
Avallableforsale . ... 2,268,918 2,451,785
Trading aCCouNt . . ... .o 12,456 23,639
Other non-marketable . . . ... ... 39,194 32,991
Total investment securities . ............ ... . . . . . . i 2,320,568 2,508,415
Federal funds sold and securities purchased under agreementstoresell. ........ 221,206 238,602
Cashandduefrombanks. .. ....... ... e 568,358 685,157
Land, buildingsand equipment, net .. ......... ... ... . 239,273 235,163
Goodwill and core deposit premium, net . . ... .. 66,154 68,209
O e ASSELS . . . o vttt 138,685 211,540
Total @SSELS . ..ot $11,206,720 $11,400,936
LIABILITIESAND STOCKHOLDERS EQUITY
Deposits:
Non-interest bearingdemand. ... ........ ... ... ... .. .. ... ... $ 1,504,780 $ 1,584,333
Savingsand interest bearingdemand . .. ... ... L 5,210,129 5,154,506
Time open and C.D.’s of lessthan $100,000 ........................ 2,087,927 2,114,443
Time open and C.D.’s of $100,000 and over ...................c..... 310,443 310,841
Total depoSItS. . . oot 9,113,279 9,164,123
Federal funds purchased and securities sold under agreements to repurchase. . . . . 892,516 1,042,429
Long-term debt and other borrowings . .. .......... ... .. . . . 25,372 25,735
Accrued interest, taxes and other liabilities . ............................ 86,875 88,817
Total liabilities. . ... ... 10,118,042 10,321,104

Stockholders’ equity:
Preferred stock, $1 par value.
Authorized and unissued 2,000,000 shares . . ... . ... — —
Common stock, $5 par value.

Authorized 100,000,000 shares; issued 62,428,078 shares . . ... ........ 312,140 312,140
Capital SUrPIUS . . . .o 128,941 129,173
Retained €arningsS . . . ..o v oo 674,412 642,746
Treasury stock of 765,672 shares in 2000 and 53,829 shares in 1999, at cost . (23,267) (2,089)
OthEr . o (1,435) (916)
Accumulated other comprehensiveincome. .. ............ ... ... ... (2,113) (1,222)

Total stockholders equity ............ ... i 1,088,678 1,079,832
Total liabilities and stockholders equity ...................... $11,206,720 $11,400,936

See accompanying notes to financia statements.
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COMMERCE BANCSHARES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Schedule 2

For the Three Months
Ended March 31

2000

1999

(Unaudited)
(In thousands, except
per share data)

INTEREST INCOME

Interest and feesSoN 10aNS . . . .. .. $156,718 $137,740
Interest oninvestment SECUNtiES .. ... ...ttt 37,002 40,715
Interest on federal funds sold and securities purchased under agreementsto resell . . . .. 3,110 6,043
Total INtErest INCOME . ..o 196,830 184,498
INTEREST EXPENSE
Interest on deposits:
Savingsand interest bearingdemand . ...... ... .. 35,501 33,083
Timeopen and C.D.’sof lessthan $100,000 . . . . ........ ... ottt 26,575 28,929
Timeopen and C.D.’sof $100,000 and over .. ..........cviiinnnn.nn. 3,862 3,782
Interest on other bOrrowWiNgs . ... ..ot 11,699 6,538
Total iNterest BXPENSE . .o v 77,637 72,332
Net interest iINCOME. . . ...t e e 119,193 112,166
Provision for [0an [0SSES . .. .o i ittt 8,665 8,550
Net interest income after provision for loanlosses . .................. 110,528 103,616
NON-INTEREST INCOME
TrUSE fEES . . 14,234 13,912
Deposit account chargesand other fees . .......... ... ... . i 16,582 16,241
Credit card transaction fEES . .. ... o 11,192 8,900
Trading account profits and COMMISSIONS . . .. ... ottt 2,385 2,785
Net gains (10sses) on securitiestransactions . . . ... ..ot e Q) 636
Other . . 12,404 14,982
Total NON-iNtErest iNCOME . . .o 56,796 57,456
NON-INTEREST EXPENSE
Salariesand employee benefits . ... . . 54,863 54,025
NEL OCCUPANCY . . . o o ot e e e e e e 1477 6,659
EqQUIPMENt . . . 5,139 4,875
Suppliesand COMMUNICAION . ... ...ttt e e 8,597 8,160
Data PrOCESSING .+« v oot e et 8,712 8,211
Marketing . ...t 3,150 3,251
Goodwill and core deposit . ... ot e 2,055 2,133
O hEr . o e 14,967 15,387
Total NON-INtErest BXPENSE . . ..ottt e e 104,960 102,701
Income before iINCOMEtaXES . . .. .. i e e 62,364 58,371
LESS INCOM tAXES . . o v v v vttt ettt 21,109 19,686
NEt INCOME . .. e $ 41,255 $ 38,685
Netincome per share—basic . ...t $ 66 $ .60
Net income per share—diluted .. ........ ... ... . . . . $ 66 $ .59
Cash dividends per common share . ...t $ 155 $ .143

See accompanying notes to financia statements.
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COMMERCE BANCSHARES, INC. AND SUBSIDIARIES
STATEMENTS OF CHANGESIN STOCKHOLDERS EQUITY

Schedule 3

Accumulated
Number Other
of Shares Common Capital Retained Treasury Comprehensive
| ssued Stock Surplus  Earnings Stock Other Income Total
(Unaudited)
(Dollars in thousands)

Balance January 1, 2000 ... 62,428,078 $312,140 $129,173 $642,746 $ (2,089) $ (916) $(1,222) $1,079,832
Netincome ............ 41,255 41,255
Change in unrealized gain

(loss) on available for sale

securities . ........... (891) (891)

Total comprehensive

income............ 40,364

Purchase of treasury stock. . (22,438) (22,438)
Issuance of stock under

purchase, option and

benefitplans.......... (200) 600 400
Issuance of stock under

restricted stock award

plan .......... ... ... (32) 660 (628) —
Restricted stock award

amortization ... ....... 109 109
Cash dividends paid ($.155

pershare) ............ (9,589) (9,589)

Balance March 31,2000 . ... 62,428,078 $312,140 $128,941 $674,412 $(23,267) $(1,435) $(2,113) $1,088,678

Balance January 1, 1999. . . .. 61,352,684 $306,763 $106,159 $624,256 $ (8,561) $ (904) $53,072 $1,080,785
Netincome ............ 38,685 38,685
Change in unrealized gain

(loss) on available for sale
securities ... ... ... .. (16,696) (16,696)
Total comprehensive
income............ 21,989
Purchase of treasury stock. . (21,185) (21,185)
Issuance of stock under
purchase, option and
benefit plans. .. ....... (2,499) 5,282 2,783
Issuance of stock under
restricted stock award
plan .......... ... (29) 289 (270) —
Restricted stock award
amortization . .. ....... 89 89
Cash dividends paid ($.143
pershare) ........... (9,119) (9,119)
Balance March 31, 1999. . . .. 61,352,684 $306,763 $103,641 $653,822 $(24,175) $(1,085) $36,376 $1,075,342

See accompanying notes to financia statements.
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COMMERCE BANCSHARES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES:

NEL INCOME . . oo

Adjustments to reconcile net income to net cash provided by operating activities:
Provision for [0an 10SSes . . . .. ..o
Provision for depreciation and amortization ............................
Accretion of investment security discounts .. ... ...
Amortization of investment security premiums ... ... ... .
Net (gains) losses on sales of investment securities(A) . .. ... .. ... ..
Net decrease in trading account securities. . . ... ...
(Increase) decrease ininterestreceivable . ............... ... ... ... . ...
Increase (decrease) ininterest payable . ........... ... ... . .
Other changes, Net . .. ... .. e e e

Net cash provided by operating activities ..........................

INVESTING ACTIVITIES:
Proceeds from sales of investment securitieS (A) ... ..o
Proceeds from maturities of investment securities (A) . .......... ..
Purchases of investment securitieS (A) . . . . . oottt
Net (increase) decrease in federal funds sold and securities purchased under
agreementstoresall . ... ..
Net (increase) decrease iN10ans . .. .. ..ottt
Purchases of premisesand equipment . .. ... ..
Sales of premisesand eqUIPMENt . . . . . .ot

Net cash provided (used) by investing activities .....................

FINANCING ACTIVITIES:
Net increase (decrease) in non-interest bearing demand, savings, and interest bearing
demand depositS . . . ..o
Net decreaseintimeopen and C.D.)S . ... ... i e i
Net decrease in federal funds purchased and securities sold under agreements to
FEPUICNASE . . o ot e e
Repayment of long-termdebt . . ... ...
Purchases of treasury StoCK . . ... ...
Issuance of stock under purchase, option and benefitplans. . ...................
Cash dividends paid on common stock .. ..........

Net cash used by financing activities .............. ... . ... . ... ....

Decreasein cashand cashequivalents ............................
Cash and cash equivalents at beginningof year .. ........... ... . ... . ... ....

Cash and cash equivalentsat March 31 ........... ... ... ... ......

Schedule 4

For the Three Months
Ended March 31

2000 1999

(Unaudited)

(I'n thousands)
$ 41,255 $ 38,685
8,665 8,550
8,975 8,370
(589) (824)
2,591 2,805
1 (636)
10,700 4,568
(2,570) 1,055
769 (1,745)
12,792 56,867
82,589 117,695
218 75,217
389,306 623,095
(220,666) (532,982)
17,396  (105,005)
(206,988) 96,254
(10,751)  (7,689)
1,335 768
(30,150) 149,658
39,568  (159,510)
(26,954)  (49,142)
(149,913)  (111,953)
(309) (272)
(22,438)  (20,191)
397 1,006
(9,589) (9,119)
(169,238)  (349,181)
(116,799)  (81,829)
685,157 738,672
$ 568,358 $ 656,844

(A) Available for sale and other non-marketable securities, excluding trading account securities.

During the three month period, income tax net receipts were $60,000 in 2000 and income tax net payments
were $15,815,000 in 1999. Interest paid on deposits and borrowings for the three month period was $77,637,000

in 2000 and $74,037,000 in 1999.
See accompanying notes to financial statements.
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COMMERCE BANCSHARES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2000
(Unaudited)

1. Principles of Consolidation and Presentation

Schedule 5

The accompanying consolidated financial statements include the accounts of Commerce Bancshares, Inc.
and all majority-owned subsidiaries (the Company). All significant intercompany accounts and transactions have
been eliminated. Certain reclassifications were made to 1999 data to conform to current year presentation. Results
of operations for the three month period ended March 31, 2000 are not necessarily indicative of results to be

attained for any other period.

The significant accounting policies followed in the preparation of the quarterly financia statements are the
same as those disclosed in the 1999 Annual Report to stockholders to which reference is made.

2. Allowance for Loan L osses

The following is a summary of the alowance for loan losses for the three months ended March 31, 2000

and 1999.
(In thousands) 2000 1999
Balance, January 1. . ... ...t $123,042 $117,092
Additions:
Provisionforloanlosses . .. ........ ... 8,665 8,550
Deductions:
Loanl0SSES . ..ot 9,752 9,039
Lessrecoveriesonloans . ..., 2,848 2,954
Netloanl0SSeS . . ... e 6,904 6,085
Balance, March 31 . . .. ... ... $124,803 $119,557

At March 31, 2000, non-performing assets were $36,259,000, which was .47% of total loans and .32% of
total assets. This balance consisted of $17,573,000 in loans not accruing interest, $17,396,000 in loans past due

90 days and still accruing interest, and $1,290,000 in foreclosed real estate.

3. Investment Securities

Investment securities, at fair value, consist of the following at March 31, 2000 and December 31, 1999.

March 31 December 31

(In thousands) 2000 1999

Available for sale:

U.S. government and federal agency obligations . . .............. $ 999,975 $1,136,332
State and municipal obligations .. ......... ... . ... . . . ... 74,992 80,263
CMO's and asset-backed securities. . . ............... ... ... 1,067,294 1,106,975
Other debt securities .. ........... ... . . . i 77,452 82,262
Equity securities . ... 49,205 45,953
Trading account SECUrtieS . . ... .ot 12,456 23,639
Other non-marketable securities. .. ... 39,194 32,991
Total investment securities ................. ... .. .. ..., $2,320,568 $2,508,415




4. Common Stock

The shares used in the calculation of basic and diluted income per share for the three months ended
March 31, 2000 and 1999 are shown below.

(In thousands) 2000 1999
Weighted average common shares outstanding . .. .............. 62,055 64,098
Stock OptioNs . . ... 577 915

62,632 65,013

5. Comprehensive Income

Comprehensive income is defined as the change in equity from transactions and other events and
circumstances from non-owner sources, and excludes investments by and distributions to owners. Comprehensive
income includes net income and other items of comprehensive income meeting the above criteria. The
Company’s only component of other comprehensive income is the unrealized holding gains and losses on

available for sale securities.

For the Three Months
Ended March 31

(I'n thousands) 2000 1999

Unrealized holding gains (10Sses) . . . ..o oo oo $(1,419) $(26,323)
Less: reclassification adjustment for gains included in net income . — 636
Net unrealized gains (losses) on securities . ................. (1,419) (26,959)
Income tax expense (benefit) . ........ ... ... .. L. (528) (10,263)
Other comprehensive income (10SS) .. ...........cvviin.... $ (891) $(16,696)

6. Segments

Management has established three operating segments within the Company. The Consumer segment
includes the retail branch network, consumer finance, bankcard, student loans and discount brokerage services.
The Commercial segment provides corporate lending, leasing, and international services, as well as business,
government deposit and cash management services. The Money Management segment provides traditional trust
and estate tax planning services, and advisory and discretionary investment management services.

The following table presents selected financial information by segment and reconciliations of combined
segment totals to consolidated totals. There were no material intersegment revenues between the three segments.

Money Segment Other/ Consolidated

(In thousands) Consumer Commercial Management Totals  Elimination Totals
Three Months Ended March 31, 2000

Net interest income after loan loss expense. . . . $ 5,616 $78,424 $(3,133) $ 80,907 $29,621 $110,528
Cost of funds allocation. . ................ 56,657 (36,053) 4,684 25,288 (25,288) —
Non-interestincome . ................... 29,526 6,873 18,117 54,516 2,280 56,796
Tota netrevenue. . ..................... 91,799 49,244 19,668 160,711 6,613 167,324
Non-interest expense . .. ... ... 62,331 20,924 13,896 97,151 7,809 104,960
Income before incometaxes. . .. ........... $29,468 $28,320 $ 5772 $ 63,560 $(1,196) $ 62,364
Three Months Ended March 31, 1999

Net interest income after loan loss expense. . . . $ 6,216 $60,163 $ (4,709) $ 61,670 $41,946 $103,616
Cost of funds allocation . ................. 50,621 (22,937) 6,152 33,836 (33,836) —
Non-interest income . ................... 30,805 6,932 18,453 56,190 1,266 57,456
Total netrevenue. . ..................... 87,642 44,158 19,896 151,696 9,376 161,072
Non-interest expense . .. ... ... 64,568 19,356 12,728 96,652 6,049 102,701
Income before incometaxes. . ............. $23,074 $24,802 $ 7,168 $ 55,044 $ 3,327 $ 58,371

The segment activity, as shown above, includes both direct and alocated items. Amounts in the
““Other/Elimination” column include activity not related to the segments, such as that relating to administrative
functions, and the effect of certain expense allocations to the segments.
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Schedule 6

COMMERCE BANCSHARES, INC. AND SUBSIDIARIES

MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
March 31, 2000
(Unaudited)

The following discussion and analysis should be read in conjunction with the consolidated financial
statements and related notes and with the statistical information and financial data appearing in this report as
well as the Company’s 1999 Annual Report on Form 10-K. Results of operations for the three month period
ended March 31, 2000 are not necessarily indicative of results to be attained for any other period.

Three Months
Ended March 31
72000 1999
Per Share Data
Netincome—bhasiC.......... ... i, $ 66 $ .60
Net income—diluted .. ........ ... ... . ... . . . ... ... .66 .59
Cashdividends ......... ... . . i 155 .143
Bookvalue . ... ... ... 1767 16.85
Market price . ... 3119 36.67
Selected Ratios
(Based on average balance sheets)
Loansto depositS. . . ..ot 84.56% 75.04%
Non-interest bearing deposits to total deposits . . . ........... 1519 14.87
Equitytoloans ............ i 1411 15.43
Equity todeposits . ......... 11.93 1158
Equitytototal assets . ... 9.71 9.66
Returnontotal assetS . .. ... ..ot 1.49 1.40
Return on realized stockholders equity . . ................. 1525 1517
Return on total stockholders’ equity . .................... 1533 14.53
(Based on end-of-period data)
Efficiencyratio ......... ... 58.47 59.51
Tierlcapita ratio ... 11.65 11.95
Total capital ratio. . .......... 1297 13.08
Leverageratio . ... o v v 9.25 8.75

Summary

Consolidated net income for the first three months of 2000 was $41.3 million; a $2.6 million, or 6.6%,
increase over the first three months of 1999. Diluted earnings per share increased 11.9% to $.66 compared to
$.59 for the same period in the prior year. The first quarter of 2000 was the Company’s sixteenth consecutive
quarter of double digit percentage growth in earnings per share. The return on assets for the first quarter of 2000
was 1.49% versus 1.40% last year. The return on realized equity increased to 15.25% compared to 15.17% in
1999.

Net interest income increased $7.0 million, or 6.3%, over the first three months of 1999, mainly due to 9.6%
growth in average loans. Non-interest income decreased $660 thousand, or 1.1% from 1999. This decrease was
mainly due to gains on the sales of student loans recorded in 1999, partially offset by 7.1% growth in core fee
revenue during 2000. Non-interest expense increased $2.3 million, or 2.2%, which included increases of $838
thousand in salaries and benefits and $818 thousand in occupancy expense.
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Net Interest Income

The following table summarizes the changes in net interest income on a fully taxable equivaent basis, by
major category of interest earning assets and interest bearing liabilities, identifying changes related to volumes
and rates. Changes not solely due to volume or rate changes are alocated to rate. Management believes this
allocation method, applied on a consistent basis, provides meaningful comparisons between the respective
periods.

Analysis of Changesin Net Interest Income

Three Months Ended
March 31, 2000 vs. 1999

Change dueto

Average  Average
Volume Rate Total

(In thousands)

Interest income, fully taxable equivalent basis:

L0aNS . . ot $12,940 $6,023 $18,963
Investment securities:
U.S. government and federal agency securities . ................. (4,026) 379 (3,647)
State and municipal obligations. . . ........... ... ... . . . .. (358) (16) (374)
CMO’s and asset-backed securities . . . ........ ... 1,519 (3 1,516
Other SeCUNtiES .. . ..o e e e e (1,613) 248  (1,365)
Federal funds sold and securities purchased under agreementsto resell . ... (3,508) 575  (2,933)
Total interest iNCOMe. . . ... .o vt 4954 7,206 12,160
Interest expense:
Deposits:
SAVINGS .« v v (65)  (195) (260)
Interest bearingdemand .. ........ ... 33 2,645 2,678
Time open & C.D.’s of lessthan $100,000 ..................... (2,329) (25) (2,354)
Time open & C.D.’sof $100,000 and over ..................... 31 49 80
Federal funds purchased and securities sold under agreements to
FEPUICNESE . . . . o o 2,955 2430 5,385
Long-term debt and other borrowings. ... ........ . ... ... ... ... ... (12 (9) (21)
Total interest eXpense . .. ..o e 613 4,895 5,508
Net interest income, fully taxable equivalent basis . .................... $ 4341 $2,311 $ 6,652

Net interest income for the first quarter of 2000 was $119.2 million, a 6.3% increase over the first quarter of
1999. For the quarter, the net interest rate margin was 4.68% compared with 4.49% in the first quarter of 1999
and 4.68% in the fourth quarter of 1999.

Total interest income increased $12.3 million, or 6.7%, over the first quarter of 1999, mainly due to an
increase of $668.8 million in average loan balances and an increase of 24 basis pointsin loan yields. This growth
was partly reflective of the effects of a strong economy in many of the Company’s markets. Also contributing to
this growth was an increase of $97.4 million in average balances invested in CMO'’s and asset-backed securities.
These increases were partially offset by decreases of $399.0 million in the remaining portfolio and $292.0 million
in average balances invested in federal funds sold and resell agreements. The average tax equivalent yield on
interest earning assets was 7.71% in the first quarter of 2000 compared to 7.35% in the first quarter of 1999.

Total interest expense (net of capitalized interest) increased $5.3 million, or 7.3%, compared to the first
quarter of 1999 due mainly to higher average borrowings and rates paid on federal funds purchased. In addition,
rates paid on the Company’s Premium Money Market deposit accounts increased 54 basis points. These increases
to interest expense were partially offset by lower average C.D.’s of less than $100,000. Average rates paid on all
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interest bearing liabilities increased from 3.42% in the first quarter of 1999 to 3.64% in the first quarter of 2000.
Interest capitalized on construction projects, which was deducted from interest expense on borrowings, amounted
to $203 thousand in 2000.

Summaries of average assets and liabilities and the corresponding average rates earned/paid appear on page
16.

Risk Elements of L oan Portfolio

Non-performing assets include impaired loans (non-accrual loans and loans 90 days delinquent and till
accruing interest) and foreclosed real estate. Loans are placed on non-accrual status when management does not
expect to collect payments consistent with acceptable and agreed upon terms of repayment (generally, loans that
are 90 days past due as to principal and/or interest payments). These loans were made primarily to borrowers in
Missouri, Kansas and Illinois. The following table presents non-performing assets.

March 31 December 31

2000 1999
(I'n thousands)

Non-accrual 1oans .. ...t $17,573  $12,979
Past due 90 days and till accruing interest .. .............. 17,396 21,317

Total impairedloans . ........................ 34,969 34,296
Foreclosedreal estate. . .. ............ ... .. ... ... .. ... 1,290 1,347

Total non-performingassets. .. ................. $36,259  $35,643
Non-performing assetstototal loans. . . .................. A7% A7%
Non-performing assetstototal assets . ................... .32% 31%

The level of non-performing assets increased 1.7% from year end 1999 totals. Non-accrua loans at
March 31, 2000 consisted mainly of business loans ($9.4 million), business rea estate loans ($5.1 million) and
construction and land development loans ($2.6 million). Loans which were 90 or more days past due included
credit card loans of $6.5 million and personal real estate loans of $3.8 million.

A subsidiary bank issues Visa and MasterCard credit cards, and credit card loans outstanding amounted to
$493.1 million at March 31, 2000. Because credit card loans traditionally have a higher than average ratio of net
charge-offs to loans outstanding when compared to other portfolio segments, management evaluates the credit
card allowance as a separate component to ensure its adequacy. The risk presented by the above loans and
foreclosed real estate is not considered by management to be materially adverse in relation to normal credit risks
generaly taken by lenders.

Provision/Allowance for Loan L osses

Three Months Ended

Dec.31 Mar.31 Mar. 31
1999 2000 1999

(Dallarsin thousands)

Provision for [0an 10SSES . . . . ..ot $9,751 $8,665 $8,550
Net charge-offS. . . .. 7,948 6,904 6,085
Net annualized charge-offs as a percentage of averageloans. .. ............... A2% 36% .35%

Management records the provision for loan losses, on an individual bank basis, in amounts that result in an
allowance for loan losses sufficient to cover current net charge-offs and risks believed to be inherent in the loan
portfolio of each bank. Management’s evaluation includes such factors as past loan |oss experience, current loan
portfolio mix, evaluation of actual and potential losses in the loan portfolio, prevailing regional and national
economic conditions that might have an impact on the portfolio, regular reviews and examinations of the loan
portfolio conducted by internal loan reviewers supervised by Commerce Bancshares, Inc. (the Parent), and
reviews and examinations by bank regulatory authorities. As aresult of these factors, the provision for loan losses
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increased $115 thousand compared to the first quarter of 1999 and decreased $1.1 million compared to the fourth
quarter of 1999. The alowance for loan losses as a percentage of loans outstanding was 1.60% at March 31,
2000, compared to 1.62% at year-end 1999 and 1.72% at March 31, 1999. The alowance at March 31, 2000 was
344% of non-performing assets. Management believes that the allowance for loan losses, which is a general
reserve, is adequate to cover actual and potential losses in the loan portfolio under current conditions. Other than
as previously noted, management is not aware of any significant risks in the current loan portfolio due to
concentrations of loans within any particular industry, nor of any separate types of loans within a particular
category of non-performing loans that are unusually significant as to possible loan losses when compared to the
entire loan portfolio.

Non-Interest Income

Three Months Ended Increase
March 31 (decrease)
2000 1999 Amount Percent
(Dallarsin thousands)
Trust fEBS. . o $14,234 $13912 $ 322 2.3%
Deposit account chargesand otherfees . ... ........... ... ..... 16,582 16,241 341 21
Credit card transactionfees. .. ....... ... 11,192 8,900 2,292 25.8
Trading account profits and commissions. . .. .................. 2,385 2,785 (400) (149
Net gains (losses) on securitiestransactions . ... ................ (€] 636 (637) (100.2)
Other . .. 12404 14982 (2,578) (17.2)
Total non-interest income. . .................coo.... $56,796 $57,456 $ (660) (1L.1)
As a % of operating income (net interest income plus non-interest
INCOME) . .ttt e e e e 32.3% 33.9%

Non-interest income declined 1.1% in the first quarter of 2000 compared to the first quarter of 1999. The
decrease occurred mainly in the other income category, which declined $2.6 million. The decrease was due to
$3.2 million in gains on student loan sales recorded in 1999, partially offset by increases in cash management
fees, brokerage-related fees, and gains on real estate sales. Gains on investment security transactions decreased
$637 thousand because of bank portfolio sales in 1999. Trading account profits and commissions decreased $400
thousand because of market conditions and cash liquidity positions at community banks. These decreases were
partially offset by the following increases in other fee revenues. Trust fees increased $322 thousand, mainly due
to account growth and increases in the value of assets managed. Deposit account fees grew $341 thousand mainly
due to higher overdraft and return item fees collected. Credit card fees rose $2.3 million because of increased
transaction volumes in both the cardholder and merchant areas, and growth in the Company’s debit card product.

Non-Interest Expense

Three Months Ended Increase

March 31 (decrease)
2000 1999 Amount  Percent

(Dollarsin thousands)
Sdaries and employee benefits . .......... ... $ 54,863 $ 54,025 $ 838 1.6%

NEt OCCUPANCY . . . oo 1,477 6,659 818 123
Equipment .. ... .. 5,139 4,875 264 54
Suppliesand communication . . .. ... . 8,597 8,160 437 54
DataproCESSING .« « v v v v vt e e 8,712 8,211 501 6.1
Marketing. . . ... e 3,150 3,251 (101) (3.1
Goodwill and coredeposit. . .. ... ... 2,055 2,133 (78) (3.7)
Other . .. 14,967 15,387 (420) (2.7)
Total non-interest exXpense . ............c..ouiuen... $104,960 $102,701 $2,259 2.2




Non-interest expense rose 2.2% compared to the first quarter of 1999. Salaries and employee benefits
increased $838 thousand over the first quarter of 1999. Higher incentive compensation payments contributed to
salary growth, which was partially offset by lower medica benefits costs. Occupancy costs increased $818
thousand over the first quarter of 1999 due partly to lower outside tenant rent income and higher building services
expense. Supplies and communication expense increased $437 thousand due to higher telephone-related expense.
Data processing expense increased $501 thousand, due in part to account growth and higher charges by
information service providers. The efficiency ratio was 58.47% in the first quarter of 2000 compared to 59.51%
in the first quarter of 1999 and 58.13% in the fourth quarter of 1999.

Operating Segments

The Company segregates financial information for use in assessing its performance and allocating resources
among three operating segments. The results are determined based on the Company’s management accounting
process, which assigns balance sheet and income statement items to each responsible segment. These segments
are defined by customer base and product type. The management process measures the performance of the
operating segments based on the management structure of the Company and is not necessarily comparable with
similar information for any other financia institution. Each segment is managed by executives who, in
conjunction with the Chief Executive Officer, make strategic business decisions regarding that segment. The
three reportable operating segments are Consumer, Commercial and Money Management.

Consumer

The Consumer segment includes the retail branch network, consumer finance, bankcard, student loans and
discount brokerage. For the three months ended March 31, 2000, pre-tax earnings amounted to $29.5 million, up
$6.4 million, or 27.7%, over the previous year. Funding credits allocated to the segment increased $6.0 million.
Direct net interest income increased slightly, which was offset by a 17.7% increase in net loan charge-offs. Non-
interest income declined 4.2% compared to the first three months in 1999, mainly due to gains on student loan
sales recorded in 1999. The decrease was partially offset by increases in bankcard and deposit fee revenue. Non-
interest expense decreased 3.5% from 1999 mainly due to lower salaries and benefits and assigned management
costs, as a result of reorganization and consolidation within the loan operations support functions. This decline
was partly offset by an increase in data processing expense.

Commercial

The Commercial segment provides corporate lending, leasing, international services, and corporate cash
management services. Pre-tax earnings for the first three months of 2000 were $28.3 million, an increase of $3.5
million, or 14.2%, over 1999. Direct net interest income rose $18.0 million over 1999 and was partly offset by a
$13.1 million increase in assigned funds costs. Non-interest income was stable, and non-interest expense
increased 8.1% mainly as a result of higher costs for check processing, loan servicing and salaries expense.

Money Management

The Money Management segment consists of the Investment Management Group (IMG) and the Capital
Markets Group (CMG). IMG provides trust and estate planning services, and advisory and discretionary
investment management services. CMG sells fixed-income securities for personal and commercial customers.
Pre-tax earnings were $5.8 million for the first three months in 2000, a decrease of $1.4 million from 1999. Non-
interest income decreased 1.8%, which included a decline in bond trading profits and commissions, partly offset
by an increase in trust fees. Non-interest expense grew 9.2% over 1999 with higher costs for salaries and data
processing expense

Liquidity and Capital Resources

The liquid assets of the Parent consist primarily of commercia paper, overnight repurchase agreements and
equity securities, most of which are readily marketable. The fair value of these investments was $111.5 million
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at March 31, 2000 compared to $113.3 million at December 31, 1999. Included in the fair values were unrealized
net gains of $26.2 million at March 31, 2000 and $25.1 million at December 31, 1999. The Parent’s liabilities
totaled $37.9 million at March 31, 2000, compared to $14.2 million at December 31, 1999. Liabilities at
March 31, 2000 included $27.0 million advanced mainly from subsidiary bank holding companies in order to
combine resources for short-term investment in liquid assets. The Parent had no short-term borrowings from
affiliate banks or long-term debt during 2000. The Parent’'s commercial paper, which management believes is
readily marketable, has a P1 rating from Moody’s and an A1l rating from Standard & Poor’s. The Company is
also rated A by Thomson BankWatch with a corresponding short-term rating of TBW-1. This credit availability
should provide adequate funds to meet any outstanding or future commitments of the Parent.

The liquid assets held by bank subsidiaries include federal funds sold and securities purchased under
agreements to resell and available for sale investment securities. These liquid assets had a fair value of $2.36
billion at March 31, 2000 and $2.56 billion at December 31, 1999. The available for sale bank portfolio included
an unredlized net loss in fair value of $33.4 million at March 31, 2000 compared to an unrealized net loss of
$29.7 million at December 31, 1999. U.S. government and federal agency securities comprised 46% and CMO’s
and asset-backed securities comprised 50% of the banking subsidiaries available for sale portfolio at March 31,
2000. The estimated average maturity of the available for sale investment portfolio was 2.9 years at March 31,
2000 and December 31, 1999.

In February 2000, the Board of Directors announced the approval of additional purchases of the Company’s
common stock, bringing the total purchase authorization to 3,000,000 shares. At March 31, 2000, the Company
had acquired 436,265 shares under this authorization. The Company has routinely used these reacquired shares
to fund annual stock dividends and employee benefit programs.

The Company had an equity to asset ratio of 9.71% based on 2000 average balances. As shown in the
following table, the Company’s capital exceeded the minimum risk-based capital and leverage requirements of
the regulatory agencies.

Min.
Ratios for
Well-
March 31 December 31  Capitalized
2000 1999 Banks
(Doallarsin thousands)
Risk-Adjusted Assets . ................... $8,802,595 $8,678,987
Tier I Capital . ........ ... . 1,025,867 1,014,071
Total Capital ........... ... ... ........ 1,141,990 1,127,005
Tier | Capital Ratio. . .................... 11.65% 11.68%  6.00%
Total Capital Ratio .. .................... 12.97% 12.99% 10.00%
LeverageRatio. ........... ... . ... ..... 9.25% 9.17% 5.00%

The Company’s cash and cash equivalents (defined as ** Cash and due from banks™) were $568.4 million at
March 31, 2000, a decrease of $116.8 million from December 31, 1999. Contributing to the net cash outflow
were a net decrease of $149.9 million in short-term borrowings and a net increase of $207.0 million in loans.
These outflows were partially offset by a $168.9 million increase in proceeds from sales and maturities of
investment securities, net of purchases, and $82.6 million generated from operating activities. Total assets
decreased 1.7% from year end 1999.

The Company has various commitments and contingent liabilities which are properly not reflected on the
balance sheet. Loan commitments (excluding lines of credit related to credit card loan agreements) totaled
approximately $2.96 hillion, standby letters of credit totaled $262.3 million, and commercial letters of credit
totaled $35.0 million at March 31, 2000. The Company has little risk exposure in off-balance-sheet derivative
contracts. The notional value of these contracts (interest rate and foreign exchange rate contracts) was $137.8
million at March 31, 2000. The current credit exposure (or replacement cost) across all off-balance-sheet
derivative contracts covered by the risk-based capital standardswas $1.9 million at March 31, 2000. Management
does not anticipate any material losses to arise from these contingent items and believes there are no material
commitments to extend credit that represent risks of an unusual nature.
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Quantitative and Qualitative Disclosures about Market Risk

The Company’s assets and liabilities are principally financial in nature and the resulting net interest income
thereon is subject to changes in market interest rates and the mix of various assets and liabilities. Interest ratesin
the financial markets affect the Company’s decisions on pricing its assets and liabilities which impacts net interest
income, a significant cash flow source for the Company. As aresult, a substantial portion of the Company’s risk
management activities relates to managing interest rate risk.

The Company’s Asset/Liability Management Committee monitors on a monthly basis the interest rate
sensitivity of the Company’s balance sheet using earnings simulation models and interest sensitivity GAP
analysis. Using these tools, management attempts to optimize the asset/liability mix to minimize the impacts of
significant rate movements within a broad range of interest rate scenarios.

One set of simulation models is prepared to determine the impact on net interest income for the coming
twelve months under severa interest rate scenarios. One such scenario uses rates and volumes at March 31, 2000
for the twelve month projection. When this position is subjected to a graduated shift in interest rates of 100 basis
points rising and 100 basis points falling, the annual impact to the Company’s net interest income is as follows:

$in % of Net

Scenario millions Int. Income
100 basiS POINtS FISING .« « v v e e et e $41 .8%
100 basispointsfaling . ......... ... . i (2.49) (.5)

Currently, the Company does not have significant risks related to foreign exchange, commodities or equity
risk exposures.

Impact of Accounting Standards

Statement of Financial Accounting Standards (SFAS) No. 133, ** Accounting for Derivative Instruments and
Hedging Activities”, will be adopted by the Company on January 1, 2001. SFAS No. 137, an amendment of
SFAS No. 133, deferred its effective date for one year. SFAS No. 133 establishes accounting and reporting
standards for derivative instruments and hedging activities. All derivatives must be recognized on the balance
sheet at fair value, with special accounting requirements for designated hedging activities. Certain changes in
fair value must be adjusted through income. Because of the Company’s minimal use of derivatives, management
does not anticipate that the adoption of the new Statement will have a significant effect on earnings or the
financia position of the Company.

Cautionary Statement Pursuant to Safe Harbor Provisions of the Private Securities Litigation Reform
Act of 1995

This report contains *‘ forward-looking statements” within the meaning of the federal securities laws. Such
statements are subject to certain risks and uncertainties, including changes in economic conditions in the
Company’s market area, changes in policies by regulatory agencies, fluctuations in interest rates, demand for
loans in the Company’s market area, and competition, that could cause actual results to differ materially from
historical earnings and those presently anticipated or projected.
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AVERAGE BALANCE SHEETS—AVERAGE RATES AND YIELDS
Three Months Ended March 31, 2000 and 1999

First Quarter 2000 First Quarter 1999
Interest  Avg. Rates Interest  Avg. Rates
Average Income/ Earned/ Average Income/ Earned/
Balance Expense Paid Balance Expense Paid
(Unaudited)
(Dollarsin thousands)
ASSETS:
Loans:
BUSINESS (A) .« oot $ 2,574,238 $ 49,938 7.80% $ 2,366,020 $ 41,842 7.17%
Construction and development ... .............. 367,326 7,575 8.29 350,312 6,690 7.75
Real estate—business. ............ ... ... ..... 1,266,517 25,316 8.04 1,000,229 19,623 7.96
Redl estate—personal . .. ........ ... 1,393,480 25,238 7.28 1,330,328 24,256 7.39
Personal banking . .. ........ ... .. 1,565,617 31,873 8.19 1,443,552 29,262 8.22
Creditcard ...........c i 500,967 17,067 13.70 508,943 16,371 13.05
Total loans. . ... 7,668,145 157,007 8.24 6,999,384 138,044 8.00
Investment securities:
U.S. government & federal agency .. ............ 1,103,863 16,854 6.14 1,370,597 20,501 6.07
State & municipal obligations(A) .............. 76,782 1,515 7.94 94,516 1,889 8.11
CMO's and asset-backed securities. . ............ 1,109,351 17,162 6.22 1,011,920 15,646 6.27
Trading account securities . ................... 11,909 186 6.30 17,812 263 6.00
Other marketable securities (A) ................ 88,711 1,485 6.73 198,359 2,754 5.63
Other non-marketable securities .. .............. 33,679 408 4.87 32,614 427 531
Total investment securities . ................. 2,424,295 37,610 6.24 2,725,818 41,480 6.17
Federal funds sold and securities purchased under
agreementtoresell ......... ... ... L 217,678 3,110 5.75 509,698 6,043 481
Total interest earning assets ... .............. 10,310,118 197,727 7.71 10,234,900 185,567 7.35
Lessalowanceforloanlosses................... (123,428) (117,492)
Unrealized gain (l0ss) on investment securities.. . . . . . . (20,017) 74,289
Cashand duefrombanks. .. .................... 555,633 578,656
Land, buildings and equipment, net ............... 237,839 222,344
Other @ssets .. ... 171,465 190,136

Total @ssets ... $11,141,610 $11,182,833

LIABILITIESAND EQUITY:
Interest bearing deposits:

SAVINGS . . ot $ 322,079 1,384 173 $ 335,252 1,644 1.99
Interest bearingdemand .. .. ........ .. ... ... 4,964,506 34,117 2.76 5,050,704 31,439 2.52
Time open & C.D.’s of less than $100,000 . . ...... 2,096,323 26,575 5.10 2,253,202 28,929 521
Time open & C.D.’s of $100,000 and over ........ 308,331 3,862 5.04 301,188 3,782 5.09
Total interest bearing deposits. .. ............. 7,691,239 65,938 3.45 7,940,346 65,794 3.36
Borrowings:
Federal funds purchased and securities sold under
agreementstopurchase .................... 879,122 11,695 5.35 606,832 6,310 4.22
Long-term debt and other borrowings (B) ... ...... 25,529 207 3.26 26,991 228 3.42
Total borrowings . .............c.oiuia.. 904,651 11,902 5.29 633,823 6,538 4.18
Total interest bearing liabilities. ... ........... 8,595,890 77,840 3.64% 8,574,169 72,332 3.42%
Non-interest bearing demand deposits .. ........... 1,377,067 1,386,708
Other ligbilities . . ......... .. 86,419 141,918
Stockholders equity .. ......... .. .. 1,082,234 1,080,038
Total ligbilitiesand equity . ................. $11,141,610 $11,182,833
Netinterest margin (T/E) . ... ... oot $119,887 $113,235
Net yield on interest earning assets. . .. ............ 4.68% 4.49%

(A) Stated on atax equivalent basis using a federal income tax rate of 35%.
(B) Interest expense capitalized on construction projects is not deducted from the interest expense shown above.
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