
bancorp



On July 13 2013 U.S Bank will celebrate its 150th anniversary

Our rich history has shaped our present and positioned us for

strong future

Since 863 our company has expanded through organic

growth and through numerous acquisitions We have

managed through times of prosperity and times of hardship

We have focused our efforts externally on growth and

des elopment and when necessary we has focused inter

nall to right the course

We trace our earliest roots to 18 when Farmers and

Millers Bank in Milwaukee opened its doors with S5O00

in capitali ation esentLiall becoming birst \X/isconsin

and ultimatel Firstar State Savings Institution with just

in capital and one 8OO year teller opened in

St on is in 185S later to become part of the Mercantile

rust ompany founded estus Wade in 1899

th foierunner v1ercaiitilc Baneuiporatiuii

We are always mindful of the responsibility we hold to help

our customers achieve their financial goals to support and

strengthen the communities and this country that we serve

and to increase the alue of our shareholders investment



Fhe action moves to The First National Bank of Cincinnati

svhich opened for business in 186 while the Civil War raged

ust across the Ohio River In 1988 The First National

Bank of Cincinnati grew into Star Bane orporation

he First National Bank of Cincinnati was established

under National Charter 24 signed by Abraham incolits

Comptroller of the Currency Hugh Mcullough Its the

cbarter our company still
operates

under toda and is one

of the oldest actis national hank charters in the nation

About this same time he First Nattnnal Bank of

St Paul was chai tered in 1864 alter dotng business for

some 11 years as Parker Pa tue Co year later he

became known as First Bank Stock Corporation until it

took the name First Bank stein in 1968

Mountains United States National Bank of Portland

in Oregoti ss as chartered in 189 by sevet al prominent

indi\ iduals in the local business community

hese batiks thrived as independent entities iiid were

often the largest coniinercial bank in tb ir spective

marketplaces Through the
years some benefitted from

in-market mergers and accpnsttions during the early

decades of the 20th centur and ss ideospread expansions

during the 980s and 990s One such transaction

brought Colorado National Bank into the First Bank

System family in 199 and West One Bancorp itito

U.S Bancorp itt 199

First Natiotmal Batik of Minneapolis receised its charter in

186S before that it had been
private banking house

called Sidel Wolford Co Ihese two first Nationals

fornied holding company in early 1929 which then

Meanwhile across the Great Plains and the Rocky



Of pm ticular note in 1902 the US National Bank of

Portland ss as merged into the AmsWoi th National Bank of

Portland but the decision was made to keep the U.S National

Bank name This choice turned out to he auspicious when

11 ears latei federal law prohibited other banks from

using United States in their names from that time forward

US National ss as among the first banks to form one bank

holding coiispan called US Bancorp

llirough the 150 years hundreds of fine banks

Transformational mergers occurred uring
the 990s

as Stag Firstar and Mercantile nierged to become the new

Firstar and First Bank System and .S Bancorp coinbmed

under the U.S Bancorp name And on Iebruar 2001

lirstar and U.S Bancoip became the new U.S Bancorp

building strong
and forward looking foundation on

which to continue our gross Is

Its great heritage ss enjoy and we work hard to

preserve
the legacy

OntyiS

at aete NIod$ Bank Atets thI

dtabllspd aStento1nsttait

eflka est$fletied th OfftcOf

ttm Cempttotter at the Cu$nc

Owl authorized the Comptroller to

exatninO and regulate nationally

tittered baatrs On Joty 13 1h03

The First National 000k of Cincinnati

was formed under nattenai Charter

signed hy lincoln Comptroller

of the Currency iugh McCullough

US Bancorp atill operates under

the same charter one at the oldest

active charters in the industry today

whose customers branches e\pertise and assets combined

with these ancestor banks helped to make us strong

sound company



We are always mindful of how much we owe to history and the

pioneers of the American banking system countless courageous

souls who first made banking available in villages small towns

and growing cities across the heart of this nation in the 19th

century But today we focus on the future strong future

as an innovative company with welldiversified business model

prudent risk management and an ability to produce consistent

predictable repeatable results

U.S Bancorp NYSF USI is diversified financial sers ices

holding compan and rent conlpan\ ot U.S Bank

National \ssocianon thc nations fifthlargest commercial

bank with billion in assets at December 31 2012

U.S Bancorp was named foi tune maga/ines 2012 Most

Admired Superregional mk

Ieadquartered iii Minneapolis U.S Rancorp is recogniicd

for strong
finanLial perfoi mance prudent risk management

capital generation product quali customer service and

community support U.S Bancorp pros ides ide range

of financial services for consnrners husincsses government

entities and other financi institutions mong its primary

services are regional consumer and business banking and

wealth management serLices national wholesale banking

commercial real estate ax trust sen ices and global

payments services to mor than 17.6 million customers to tj
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Total net revenue taxable-equivalent basis .. 20.288 19108 18148 6.2% 53%

Noninterest expense
10456 9911 9383 5.5 5.6

Provision for credd losses .......... 1882 2343 4356 19.7 46.2

Income taxes and taxable-equivalent adjustments 2460 2066 1144 191 806

Net ncome 5490 4788 3265 14.7 46.6

Net income loss attributable to noncontrolling interests 157 84 52 86.9 61.5

15.9 46.9
Net income attributable to U.S Bancorp

Net ncome applicable to U.S Bancorp

common shareholders

Per Common Share

Earnings per share

Diluted earnings per share

Dividends declared per share

Book value per share

Market value per share

Average common shares outstanding

Average diluted common shares outstanding

Financia Ratos

Return on ave age assets

Return on average common equity

Net interest margin taxablerquivalent basis

Efficiency ratio

Average Baances

Loans

Investment securities

Earning assets

Assets

Deposits

Total U.S Bancorp shareholc ers equity

Period End Baances

Loans

Allowance for credit losses

Investment securities

Assets

Deposits

Total U.S Bancorp shareholc ers equity

Capita Raflos

Tier capital

Total risk based capital

Leverage

Tangible common equity to tingible assets

Tangible common equity to sk weighted assets

using Basel definition

Tier common equity to risk weighted assets

using Basel definition

Tier common equity to risk-weighted assets using

Basel III proposals published prior to June 2012

er common equity to risk weighted assets

approximated using proposed rules for the Basel III

standardized approach released June 2012

$5647 $4872 3317

5383 4721 3332

Yrar Ended uecernber 31
2012 2011

Do era and Shares ons Eeoc Per Share Dala 2012 2011 2010 2011 2010

14.0 41.7

15.4% 42.0%

15.4 42.2

56.0

11.4 14.4

18.1 .3

1.4 .1

1.4 .1

6.9% 4.4%

13.9 33.3

8.1 12.4

7.7 11.3

10.6 15.4

16.8 14.8

6.4% 6.5%

5.6 9.3

5.2 33.7

4.0 105

7.9 130

14.8 15.1

2.85 2.47 1.74

2.84 2.46 1.73

.78 .50 .20

18.31 16.43 14.36

31.94 27.05 26.97

1887 1914 1912

1896 1923 1921

1.65% 1.53% 1.16%

16.2 15.8 12.7

3.58 3.65 3.88

51.5 51.8 51.5

$215374 $201427 $193022

72501 63645 47763

306270 283290 252042

342849 318264 285861

235710 213159 184721

37611 32200 28049

$223329 $209835 $197061

4733 5014 5531

74528 70814 52978

353855 340122 307786

249183 230885 204252

38998 33978 29519

10.8% 10.8% 10.5%

13.1 13.3 13.3

9.2 91 9.1

7.2 6.6 6.0

8.6 8.1 7.2

9.0 8.6 7.8

8.2 7.3

8.1

U.S SANCOUP



I4ancorp cotitinues to inst st to gross md to prudentli

manage the company building on husnie sses with

focus on our strong future

am very mud to report that our compans aeltiesed

record total net revenue of 8203 billion and ecord earn

ngs of billion ii the ful year 2012 hese results

presentc percent err ase in net revenue in

neene increase in earnings os er 2011 In addition

diluted irnings per conirnon share were 84 percent

higher th in the pi ior sear

We ext ceded ill nf oi in pasi resi ts an e1 so passe ss ide

margins the pci foi manee of our peer banks in 20 ith

indnstr leidnig perfot niance nit rsnres inc ludirig return on

as ci age assets tif
per ent return on as er ige onunon

equi of 16
perci nt and an fhcic ne ratio of percent

iv hi Ic nfl portantly atra or ng positis frill year opera ti
rig

les
erage Ir fact ive have reid tire position among out

pe banks in Rot and efficient over hi eye ar

period hvc ars of what many would describe as tI

most srresstul period histoi iealiy for oui industri

me ihzc gross th ii tot ml as er ige
loans 01 62 em cent user

the prior scat as well is growth in ncr ige tota deposits of

06 percent on lull
yea basis over 2I demoristr ting

our companys conrinmng ability to broaden arid deepc in

elatronsh
ips

with our current ustomer base gal ii ness

enstoi nets and consequently capt nrc market share Oni

ised tisnnc sses also realized solid growth ni 20 12

capitalizing on the investment is his made river the past

number of sears \4oi tgage banking was kes contiihutoi

to otn fee revenue gross th as it benefited from lie loss rate

environinc nt md the ontinuation of refinancings as it eli

as growing mat ket share redit quality re niainc strong

arid continued to improse is both net ehaige offs and

nonpeitorin ng assc ts decline ci reflecting the high qualits

of ot portlolio Oni industry leading ability to genei etc

capital ontirmued to strengthen our already solid capital

position arid allowed us to rettirn 62
peiceri

of our earnnigs

to our shareholders in the forni of dividends and share

repurchases ni 2112

Foi decades and especially since the ec000 me doss nturn

bezan U.S Bancorp has maintained steady etmurse believing

tha disciplined appi oach to the cst ablishnient of hnancial

4tt
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and operational policies and practices will best serve all of

our constituents and ste tat OLir coiitpan current momen

tum We take pride in our ability to produce predictable

repeatable and trauspa ent earnings which we have done

consistently despite the challenges we and others in our

industry have faced in this uncertain economic environ

ment Iurther ss have tot allowed these uncertainties to

deter us from ins esting ii opportunities for growth in

talent in technology in operational efficiency and in deliv

ering higher customer tisfaction We also have continued

to make sti ategic acquisitions in growth businesses that

increased the scale scot or capabilities of our companys

existing business lines repa riug us for sti onger future

dot rt

Our customers from udividuals to small businesses

fi out middle market and large corporations to public

institutions are as group financially healthy and

productive has ing adjusted to the cut rent slow-growth

uncertain ens ironruerit ii which we all
operate today

US Baucorp is committed to sers ing all of our customers

helping them
navigate tI economic reality of today and

capitalize on the future oppoi tunities presented by the

emerging recos cry We will be recognized for has ing

been there for our customers guiding them through

these unprecedented ceo tomic challenges and sve strive

to be even better knoss for our ability to partner svith

out customers as the economy recovers

L5rirno kuprng ttu US Daoorp

ollowutg the disruption in the financial markets and the

cotitinumg economic downturn the American people lost

the trust thes once had the banking industry Much

of their loss of faith in our industry svas understandable

and sets ed as call to action for all banks to demonstrate

theii importance and value to the U.S economy and to

serve as genuine partners to help our citizens negotiate

through these challengin times As leading American

bank and sensing our obligation to serve as role model

for the industry US Bat has listened and responded

to our customers developing ness ways of communicating

and addressing their concerns Wc are creating new financial

products to respond to their changing needs and sse are

enhancing nuntber of policies and procedures to make sure

our customers understand the products and services they use

We are focused on re-establishing the trust that is essential

to strong partnership atid we stand ready to continue to

adjust our pm ogranis to exceed our customer expectations

Perhaps nothing moves as fast or changes inure often

than technology Whether it is used to design and deliver

new products and services to impros operations to

mos nioney around the world in nanosecomid or to create

ness channels of customer communication and contact

Fichad ians

Cha rman Preskie and last tans june hiSser

U.S BANCORP



vve cannot overestimate the miportance
of technology iiid

th need to remani current high percentage of our ml or

walton technolog is focused on must do expenditures

On operational
efficiency and compliance equn meiits

continue to invest significantly however to enhance our

customers experieilcc making every interaction fastcg

easier safer mom custonuzable and more poi table than

met fore as ustoinerS gr ivitate to their smartphon

ai tablets to conduct their sily bHnking business es

visible hut even more nportant is our ongoing iii5 estil ient

in technology ni the ice of potential cyher assault and fot

mtoruiation security and customer pi ivacy

In the aftermath of the futanceil ci isis the banking industry

has faced an unpre edented increase ni scrutiny and regul itiori

Banks are confronting an abundance of new regulations

designed io lowei risk stid increase the ability to absorb

losses so that the possibility of future crisis can be as cited

ot at the very least softened very ortliy goal or

all the man new egulations proposed and alt eady imple

niented there are still more to come arc in position

to manage through this ness rgulatory ens itonm it and

we will devote ow St Ives to being an advocate for reason

able change arid an active critic and partnei to atnei

11
7003 2007 2008 2012

mmxl Totsi

Usmmiti Expuithiw tixiximxi is

and inform less procluctis ch inges
We ins est consid table

time in developing our relationships with regulators and

legislators and we see our role as an active irticipant in

the des elopment and refinement of the many ne rules that

cniain unfinished lhe uncertainty surrounding the ne

banking rules and eventual niipai on rhi indusiry will

continue to he concern for my We ate fully confident

in our company ahihtv to meet any new requirements

of capital risk or consumer protection lopefull 201

will be marked by period of implementation and closure

as the industry moves forward and concentrates on doing

what it does best being an integral part of helping th

econonmy recover and rosy

vI ut nO

Richai Flartnack Vice hairman of Consumer and Small

Business Banking and cc itau xecuti ye Vici President

and neral Counsel will rei ire from Bancorp on

Ma ch 201 Rick Hartnack seived as Vice Chaitnman

onsunier and Small Business Banking since he ioincd

.5 Bancomp from Umuon Bank of California in 200

cc Miran scm as xecutive Vice President and General

ounsel of U.h Bancorp since 199% joining us from die

lass firm of Dorsey Whitney iii Minneapolis

Rick and cc pm
ovidcd mtiany scars of outstaimding lcad

ship to Bancorp and helped to lead U.S Batik through

the most turbulent period nit ecent history for our company

and ou industry lies provided normous valcn to our

01 gamuzation employees custonmers and sham eholders

vs will miss their mimfh ence and camai aderie

lnvestrng tot Current Future Challenges

in tiiihnnx

Mortgage banking

Irostore and on site branches

Wholesale banking expansion

Ascuit Private Capital Management

International payments expansion

Intern and mobile banking channels

tier data renter

Call center telephony

tlistribution channel integration

Rl mack

tOm 66600116



We returned 62 percent of our earnings
total

of 34 billion to our shareholders in 2012

through dividends and the repuichase ot million

shares of stock This was within the range of our

goal to return oO to 80 percent ot our earnings

to shareholders each ye am joined by the

Managing Committee and the members of the

Board of Directors in lo tking fors ard to raising

our dis idend further it emains one of our top

priorities With ow pros en ability to generate

significant capital each erear through solid earnings

our already strong capitL position excellent credit

quality and track record of careful stewardship

we trust that our rcgula ors will continue to

appros our annual capital distribution plans

want to thank you for our investment in

U.S Bancorp \Xe are especially pleased to hase

your support this year as we celebrate our national

charters ISO year annis ersary Since 863 we

have enjoyed rich heritage Our past has shaped

our present and our future and we continue to he

mindful of our responsibility to he trusted
partner

and to help our customers achieve then financial

goals to support and str ngthen the communities

and this country that we serve and importantly

to reward our shareholders We look forss ard to

strong future and the opportunities it holds

for us all

Richard Dasis

Chairman President and hief Fxecutive Officer

ebruar 22 2013

u.S nnconp itoard of itroctoru txfi to right

Doreen Woo Ho Preordent Son Eranssco Port Commssrnn

dell Owens M.D PH Pres dent Crricrroatr State fecL rica aid Corrinuorfy Co loge

Patrick Stokes fororer Cha ii ran end Chef Execution Offrcor Arlioaser-Booch Compenres no

Daoid Maley rxtrred CPa
ri an Preordent ai Cldet Execulroe Olhcer Olin Nrtronal Fm in ia Serorces Ii

Joel Vu Johnson retired Charrman and Chief Eoxcotron Offrcer Horme Fcnds Curporatior

Vrctnna Boys oh Glc ckrran retied sari oan arid Chief toe st on Oft cer United Medical Hesoorcin In

Marc Beltor Eoecahoe Vrcx Fresrdenl Global Stralcoy Sr iwfh and Msrklrno l0000si nn Ce iera Mirk lec

Doug as Baker Jr Lb rrman aid Chiel Eancutroe OIl cer Ecu ab In
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Crarg Srhnock lorWer Cha rrnan and fool Eaocutrox Off ocr Schnlrck Markxts Inc
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Arthur Collrns Jr retrred Cha reran arirl Cli xl tnecrrfroe Officer Medfru Inc

Jerry Leon CCarrman and Cr xl Eaecufroe Off cer Ice Brands Inc arid Clrarr oar and Chief Execofrox 0th xc

JW Learn Partners LLC

Boland Herirairdea Forrodrng Prrncrpal arid Chref Eseculrse Off cer Hirnandcz Media Veritirres

ii itaocorp

Jerires Chosy Exxr dice Prxurdent Sc ixrsl Ci orporatx Sxcret rip

chax Latonta ne Execafrop Von Presrdeiit and Chief Operational Hiak Officer

PW bBr Parker Encoafrue Vice Presrdenf and Clrret Credrt Off cer

Jxtlry son Gillern Vrcx Chorrrnoir Technology and Operatiuno Sero ces

Pamela Joseph Vice Cha rnran Payment Sxrorces

John ElWnro Vice Chairman Comnronrty Banking and Branch Delioxmp

Hrchard Daoio Chairnian Presrdxnf and Cliref Eoxcotrse Dftrcxr

Howell Macl McCullough III toecutiox Vrcx President Chief Sfrafxgy Officer

Brcfrord Puyne Proc Chaonrao Who enale Banking

Terrmnrc Golan Vice Chaiirnarr Wealth Ma iogemenf and Secuirties Serorcxs

Jenrire Camloon Eoxcotvx Vice President Ho nan Heanarces

Joseph Huxslxy Von Chrairnian Conrrnxrcial Rxal Estate

Hrchrard Hidp Exocufrox cx President and Chrxf Biok Off cci

Ardrrs Ccero Vrce Charrrnas and Jre Fri aocal Offrcx

Kent Sfoire Vice Chrarrrnnan Consumer Bark ng Sales arid Sopport

Sincerely
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rom fit st eheekmg account to home loan to retirement

sasmgs from small business loan to ish management

stuns our Consumer and Small Busniess Banking

dis ision is there when go sU and dreams need huancial

snppot to help make them come true just as ss have

been for 150 years

Now more than es er individuals ilies and small husi

ness oss nets and entrepreneurs want and need banking

pat tnei that is still right there on the cot ncr as well is

online mobile on the phone id in pet son with all

hantiels delivering the
pi

oduets and services that make

things happen and make banking asiet faster ore

undet stanelable and niore secure than eser behru

Its non fl tab oivtn rsc and rvu

ut goal has alw vs been to give customers the best

sers tee sIne and otis entenee of any batik in the eoutitr

attd we continually eview out consumer pt
oduets and

set vices to assure quality Those practices paid oft ss han

CS Batik the best national hank

cheektimg and checking aeeoutns with feature fot seniors

Moiwy cited U.S Bank broad tail bankitig network

fot th largest in the countrs attd the ease whir

U.S Batik custotnet can waive monthly maintenance

fees Flies also eeogni
ed Batik for offering adsaneed

teatum es such as the abiltt1 fot ustotlie rs en deposit el trek

from rhet mobile phone or tablet Fhe twa tiztmt noted that

student checking accortnts have no monthly maintenance

Ices robust mobile banking and large AIM network

which scLtdettts rely on lie ivtlv U.S Batiks checking

features for sentot also sri ed top
honors

Out checking packages help titake ntomtey nuanagente nt

emmcr atad more cotisetlient saniety of bundled servtu

let citstotiicrs choose the right aecoutits atid provide beitefits

stand alone aceoutits might tiot offer Our ST SR

Sas ings Tbda atid Resvam ds Tomorrow progrant continues

to gro and to encon rage pet sottal sas itigs nit ough

cetstomtLed plan thai lets crtstotnc rs saw at their OSS ma pace

atsd re ards regular sis ings with es en more money in

the fonmit of U.S Bank Re ards Visa Cards VET

custottters nos itetinher ne it 1096000

Batik tdt SBA Os with it lIt at mw sal mire

nosing to ceo id itti ally

has supported small businesses for decades through tte Sma

siness Ad tttnistration SBA lettding programn and we ended the 2012 SBA

fiscal year with $525 million vi new volune and 661 loans con miffed as

the small business sector continued to strengthen Our strength ii key markets

continued as we rankeu rirst it dollar volume in Kemnucky attn temitiessee aud

were ie of the top ten lenders in 27 of the 29 SBA districts tI Bank ranked

first in the number of loans it
Kansas City Minnesota Portland Seattle/Spokane

St Louts and Tennessee antI rartked as one the top ten lenders in 21 of the 29

SBA oistricts In addition to our small business loans and services newsletters

websites artd experienced bankers we also support simiall business through

numerous specialized seminars and sponsorships across our markets U.S Bank

has longstanding comrntitnienit to serve the Asian Hispataic Atnean American

and every othem small businiesa community by puffing the strength and expertise

of our team work for small businesses across the nation

asel as tugs nutdettt



Although we operate mm than 300 branches and more

than 5000 Al Ms in 25 states our customers like to hank

anywhere anytime As tie world
goes mobile so does

U.S Bank with our line- ip of hank-anywhere apps

Whether our customers carry smartphone or an iPad

wt have their banking covered with free U.S Bank
apps

for Phone Pad Android and Blackberry And our mobile

website designed with mobile de ices in mind is useful

and
easy even if our customers phones dont run apps

With our mobile apps mobile website and text haiiking

custoniers can easils pay bills review transactions locate

branches and IMs and check balances Ihey can esen

send and receive money with our Person to Person service

receive text alerts about their accounts and use camera

phone to deposit check by sending us picture of it

through our Remote leposit service7

BANCtmAP
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lie Private Client Group offers dedicated relationship

manager hacked by team of professionals located in our

branch offices hey pro ide sound solutions sophisticated

products and services an access by phone onime or in

person as well as online and mobile account management

tools The Pris ate lient Reserve provides comprehensive

financial planning private banking ins estmen ts and

personal trust strategies tot high networth indis iduals and

families to help them preserve and increase their wealth

Our new Ascent Private apital Management offers ultra

high networth clients svi th complex needs the comprehen

sis integrated services ti er require to provide for their

families as well as to leave legacy that could impact the

ssoild \sccnt Private apital Management advisors

address both the quantitative and qualitative dimensions

of Inulti-generational wr alth with tulk integrated

and balanced program including invest menr consulting

un ancial administration information management private

banking and wealth impact planning

Corporate Tm offices growing exceflir

Bank has exhibited long-tet iii commitment to the corporate trust

business it takes expertise ret iarkable service delivery and scale to do

it well One example of our comm Iment to the corporate trust business is the

growth and investment in our Cha lotte office establistied in 2006 with our

corporate trust group U.S Bank has expanded in Charlotte by adding capital

markets corporate banking corporate real estate and credit group

Our London office received the trustee rating in two categories

collateralized mortgage backed securities CMBS and auto asset-backed

securities ABS in the 2012 Et ropean Structured Credit Investors Survey

The office also sponsored the 1MB Global ABSTM 2012 conference in Brussels

in June one of the largest securitization conferences in the European capital

market We otter our deep product knowledge and transaction experience front

48 offices in the U.S and three ii ternational offices

We have expanded our global corporate trust presence

with offices in ondon arid Dublin complementing out

long-estahl isl1ed Buenos Aires office his expansion

enhanced our frill suite of global orporatc trust service

offerings to our domestic clients and international clients

issuing debt in the global markets

Despite the difficult economic climate of the
past several

years our strong and stable management team experienced

employees and commitment to service product and

technolog improvements position us well for the future

Over the
past year U.S Bank Global orporare rust

Services implemented new automated account opening

process antI plans are undersvay for soon-to be released

customer information delis cry system just few of the

new tools designed for efficiency accuracy and securit

continue to seek opportunities to diversify our product

offerings and capabilities further improve our rechiiolog

arid add value for our customers
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n11 ig the Reco of Ou

multitude of uncertainties kept many companies Ire

applying for new commercial loans and encouraged othei

to defer spending and expansion in 2012 rest rs ations

ibont the strength of the economic recos ci the negarive

impact of conceins about the so called Oscal cliff and

ambiguities about the future costs of health care legislation

to ime few lespire those doubts and hesitations tom

the full year 2012 .5 Bank giew aserage commercial

loans and leases by percent over the prior yeag

iccelerating growth over the 98 percent increase in 2011

IBis gross
th was Riven by customer organic growth and

new customers

Onr success did not come easily but was bolstered

by the excellent relntiomships we hase with longtnsie

cnrrt nt customers and our ahilits and commitment to

learn the businesses market and industries of new ones

dtlitionally out talent pool is ss ide and deep with

experienced knowledgeable inkers ui both traditional

md specialty lending Whether customers needs call

for term loan or woi king capital line of credit our

expei tise encompasses owner oct npied teal estate lending

inc ludnig construction lending 11 opc rty acquisition lending

and refinancing existing mortgages and inore

Bank is recogni ed for its prudent risk management

licies and though we heed the judicious credit standards

which successfully saw this batik through the worst of the

economic downturn ss offer customized solutions flexible

terms and competitise pricing withni those standards

To se ree the complex financial needs of ever mote special

ized industries ste have reams of bankei svho concentrate

on specific types of financing and particular industries

Our Commercial Real Istate GRE group specializes in

pre idnig credit and rioncr dit financial soltitioris for real

estate develope rs real estate inst stint nt trusts RFIIs

and commercial property owners across the United States

while other groups have expertise in asset based lending

lea nig dealer commercial services healthcare arid food

industries government banking utilities transportation

rera encrgs nd other industries

Smgl mPoinff Tb ingle pa it to customers to manage non tar

tid it cost accon activi has tone mobile

Bust ess customers stay informed and in control with SinglePoint our

web portal to Banks comprehensive suite of treasury management

services With everything accessible from one place customers can monitor

activity access images transfer and manage money prevent traud and more

from anywhere in the world Arid now SinglePoint customers can also access

several on the go functions from their Web enabled mobile device The Mobile

SiriglePoint design lets them access all the cash management tools they

need when they are away from their desk or office view account balances

transfer funds approve time sensitive payments ieset passwords make

positive pay decisions and view check images all with strict standards

and secure encryption
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We also have team oi industryleading professionals who

bring innovative flnan ing solutions to developments and

businesses that can he entire communities U.S Bancorp

oinmUnits Development Corporation is national leader

in communit development financing and our experts

in tax credit investment and management bring more than

20 years success to aking equit investnients in such

projects as affordable housing historic preservation and

alternative
energy projects

he ear 2013 will present mans challenges in iX holesalc

Banking but we are confident toat our ability and willing

ness to lend our hankers our products and our focus on

customer sen ice will go long way toward supporting an

economic recos cry by helping our clients grow their business

US BANCOUP 13



Bancorp has positioned itself in the iyInents space

to take full advantage of rccovcring economy toni

global merchant at quit ig to ard processing to niobik

pasinents to the burgeoning prepaid marketplace ss

base continued to invest in opportunities and ness

pat tuerships at honme and at ound the world y5 tens of

millions isoss iism their sinai tphones and tablets to keep

seir social shopping browsing and ork worlds clost at

hand we have taki mm an aggressive approach to developing

services that meet their banking and payment needs The

itest in history of successful market moves including

expansion into Mexico in 2010 and Brazil in 501 is oui

elirnary acquisition of ollectise Point of Sale Solutions

ltd olleetive P05 mu ororit nada lie deal

expands 11 ivons presence md disti ibution network iii

Can cdi and aligns with lavons global growth strategy

\s consumer idoption of mobile technology drives

demand for business munosation 1JS Bank and lavon

continue to explore and pilot innovative mobile payment

options that will bring aloe to cardholdei and businesses

accepting pasineins lie flood of mobile payment innova

finns has created new organic growth opportunities ss ith

micro ux ichants these small independent businesses

has historically not heu able to consider credit card

aced tance through tradmtionam
sy went pm ograirms

but

mobile solutions are changing their opt ons lavon is at

the forefront of developuig umdnsti leading options that

enable commerce fom small an independent business

ownem ast year
Mac on was first to market us utope

witl an MV uropay MasterCard sa enabled clnp

and PiN security inohi Ic payments option Si uuilarly

Ilas on launched VirtualMerchaut Mobile in the United

Statc in 2011 providnig our distribution partuei

conipetitive
solution offei mug Otir intem nal talent and

in novati on and cv orkiug with leading technology firms

app des dopers mid mnaor card companies position us

It

to develop viable niobile payment solutions that benefit

cvetvone across the pay nients life cscle

IV nIt orepaid cards u.tomer onv nence growi ig ho an ss

Bank conbnues to enhance its prepaid card business with number

card options for wide range of customer segments at with competitive pr ring

and uperior features Convenient Cash was rated in lowest cost prepaid

card for customers by nerdwaUet.com allowing ftee cash loans at U.S Bank

branches and ftee rash withdrawals at U.S Bank AIMs Banks AccelaFay

Visa Card is designed to repl ice costly paper paychecks Employers deposit

funds to the card each pay period similar to direct deposit and employeec

can access their funds in multiple ways Both employer arid employee gain

convenience safety
and security US Bank recently launctied true all in inc

campus IU and prepaid Debit MasterCard Colleges and universities ieduce

operating
costs foi financial aid disbursement and students enjoy the conve

nience worldwide transaction capability and mobile banking functionality

integrated into their student ID card This innovative product allows tis to

expand beyond our traditional U.S Batik footprint Paybefore chose Bar ks

Contour Campus Card as 2013 Paybefore Awards winner ii thc Most Effective

Solution category
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Ihough we have been in the prepaid card business for

many eats through gift card issuance AccelaPay campus

cards and others see ahose kLS Bank has taken

significant step toward hetug the prepaid frontrunner

with the recent acquisitio
of FSV Payment Systems Inc

leading processot of pre paid cards and payroll cards for

large national empIo ers such as McIonalds and Costco

With that transaction we become one of the largest

commercial bank payroll card processors in the industry

and we double our prepaid card bnsmness We also gain

powerful prepaid processing platform that not only

allows us to bring processing imhouse but also lets us

provide full sers ice eiidtoend solutions very efficiently

and ssith the flexibility to serse unique needs of customers

US BANCOUP IS



assistance options

Program of the

borrowers to

ns resulting in

irticipates in tIns

lome \fford 110

ram IF RP
ram HkvlP

ur loan specialists

rtaiii their eligibility tor these

nlers are not

such as

nt payments

to catch

Ii irdship loan modifications

rate reduction andor term e\tensiOn Another opt ion

is partial claini plan for Ft IA-insured loans th it advance

rep yable funds to bring the mortgage current

On this page we share exc rpts
from home mortgage

customers who have sought help from UA Bank during

partieul irlv difficult period when the wete concerned

about the possibility of losing their family homes

Our mortgage assistanet employees use every means

possible to keep our customers their homes and treat

every homeowner with professionalism dignity and respeet

Not es cry case can be resolved with happy ending But

mamly can and we work tmrrlessly to maximi/e favorable

outcomes foi our customers

Ow it itmu in waa lbS in nlOy win

ni nq nn ltOq hi

ii

y.U
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u.S Bank is proud to have surpassed our military hiring

goal for 2012 sse hired nearly 600 veterans U.S Bank

noss employs more than 2300 veterans nationwide and

we are continuing our forts to recruit eterans through

our ambitious eteran hiring campaign Bankers in Boots

U.S Bank is committed to employing and supporting

etcrans activeduty service members and their families

Veterans bring valuable training integrity and leadership

skills to the om gaumzation 1S well as experience and

perspectis that strengt iens our company In 2012

U.S Bank was selected by the State of Minnesota to join

an mploy ment Resource learn that travelled to Kuwait

to teach iobsearch skill to National Guard troops

We support the individual service member and his or

her family ssith full ra ge of benefits and development

programs Our policies md procedures regarding leave

benefits and pay differential for National Guard members

and reservists are some of the most inclusis in our

industry and 00i militamy leave policy exceeds state and

federal standards

ast year marked the second consecutive year that U.S Bank

was recognized by G.1 maga7ine as Top 100 Military

Friendly Lniployer G.I Jobs spotlights companies for

the strength of their military recruiting efforts and policies

to pros ide exemplar benefits for employees serving in the

National Guard and Reserve along with the flexibility to

fulfill their commitment Veterans Magazine listed

U.S Bank on its 2012 Best of the Best op 100 Companies

Recruiting Veterans And Military Times magazine named

U.S Bank as one of just 39 companies in its Best of Vets

annual survey This was our third year on this list

Once they are on board our eteran employ ees

become familiar with our Proud to Serve program

coniprehensive program that focuses on tss primar

areas recruiting veterans to work at U.S Bank and

making sure they receive help and resources to support

their success and satisfaction at U.S Bank including

leadership development recognition training and the

opportunity to engage in community service

Brrnwnu our Heroes Home to Jobs

Proud
to Serve
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US Bank coiflivituleilt to our comnaumties gocs hey ond

rho hianu ii products and services we oPec ifllpOrtditt

is those are Bank strives to he good ncighhor an

iiivols ed civic citiien and caring puhhc pam er thi ough

financial support
and employee olunteensm hrongh the

aL oundatmon we proa
ide cash contributions to

mioupi nht org anixatiomis focusing on education affocdahlc

housnig and economic opportunit and artistic and cuiti ral

enrichment Iotal charitablt contributions from the

hank oundatiou reaLhed $232 million in 12 and

our con apany made additional corporate contributions of

million to wide variety of wortlav organilations br

combined total of $4 million lurthei our lending and

investment programs ep address the afford able housing and

economic velopnient issues facing in any conani unities

lc gist our cmpluyees cue ui ageiaaent and support

to be leaders in their communuics Our 61 einplovecarun

Dcc elopineni Netwoi claaptcrs and local Coinirm unity

adcrabip eanas as wcll as our eadins US Mentor

onnecr and Proud to Serve programs gise structure mncl

cur ourageruent to ciii Poyee oinnaunity sen ice

Our euapluvecs care taut only for each ther through oui

Assistance und for collcagues facing hit aucial

ads rsity but also activc Ip in other times of need

he US Bank Foundation doma ated $75000t to the Red

os Disaster Responders program to help the victims

of turricaiae Sa nidy the storm ttaat wrought widespread

dcsnructioia in New York
iry

and New Jersey \dditiomaally

naaiay of our Bank emplo cci in shopped togethei

to purchase supplies for two New Jersey conamumuric

hit In Saiady lailc othei collected large aniraunt of

critical supplies donated by cmployees By that altemuoora

US Bank soluiatcers cmc enroutc to lort N4onniouth

and Jramora Beach NJ to dclii or the supplies

2012 U5 Bank Four dahon Gtvrng

Education

Economic ipportunity

Arts Culture

United Way

Matching Gifts

Misc

$23.2 mition

Total Foundation giving

Wh play leads finar itt itt

Achievement JA programs help young people prepare for the

They learn how to riai age finances how jobs create strong

and experience entrepreneurial thinking through JAs robust

education piogiams including 7town JA Biafown ui San Diegos

neighborhood is mini ty in which kids discover aow tree

really works througti simulated town of local businesses

organizations city hall and U.S Bank branc Students learn

cc bet ome business owiers md make financial

US Bank is long time supporter of JA activities in niarkets

our tootpruit
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he lollowuig information appears in iccordance ith the Pris ate Securities litigation Reform 1\ct of 1995

Ihis repoit contains fomwar looking statements about US Bancorp Siatenreuts th it are nor histoucal or cum tent facts including stateniemits

about heliels arid cxpectatm sos sre torn aid looknig statements and are based on the information available to and assenuptiuns and

estimates made by mnagerm ut is of the elsie hereof hr si forward looking state nlents cover among other things anticipated future

revenue and expenses and the future plans and prospects of US Baoeorp Such st itemeuts spe ik only as of the date hereof and the

company unde rtikes no obligation to update thou in light of new mtormation oi future eve iOs

torn ird looking state inc nis invoke inherent risks and unc rtamties and unpottant factors could cause actual results to differ materially

train those anticipated inc riding deterior irrun in gcnei al business md economic conditions recurrence of tntbnlence in the financial

niaikets continued stress ii the commercial real estate rimar kets as well as delay or failure of recovery in the residential real estate

ni irkets changes in interes rates deterioration in rhe credit quality ot its loan portfolios or in the value of the collateral securing those

loans detei ioration in the sine of secui ens held us its investment seem ities portfolio legal atsel regulatory dve lopmenrs increased

eonipetitioIi from both banks arid non banks eh
iriges

in customer be havierr and preferences effects of mergers mel acquisitions and

related integration effects of critical accounting policies md judgments and nian mgi
usents ability to effectively inmnage credit risk

ie sielnal value risk market risk ope iational risk nirerest rare risk and liquidity risk

Uldino on taciors conic1 raise actual ri 51 Irs to differ mater emily from the anticipated imicluding the risks discussed in the Man mgenients

liscnssion arrd Anal sis so non that fohlon as nell as the risks elmscnssed in detail in tire Risk Factors section on pages ITs 154

of this report However factors other rim In these also could mcii erse lv affect ii results nmd the reader should nor consider these factors

to be complete et of all ore un ml risks or ncertaintres
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Managements Discussion and Analysis

Overview

U.S Bancorp and its subsidiaries the Company achieved

record earnings in 2012 reflecting growth in net interest

income and fee revenues sound expense management and

improved credit quality The Companys results demonstrated

the strength of its diverse business model and prudent growth

strategy as it achieved these results during year of modest

economic growth and while absorbing the unfavorable impact

of new regulation on both revenue and expense The

Company experienced solid growth in loans and deposits

during 2012 as it continued to expand and deepen

relationships with current customers as well as acquire new

customers and market share The Companys fee-based

revenues also grew over the prior year led by mortgage

banking which posted record production levels and earnings

as result of an expanded presence in the market and the

favorable interest rate environment With ongoing investments

in its business line growth initiatives and small strategic

acquisitions the Company remains positioned to continue to

grow and leverage the expected slow but steady economic

recovery

The Company earned $5.6 billion in 2012 an increase of

15.9 percent over 2011 Growth in total net revenue of $1.2

billion 6.2 percent was attributable to an increase in both

net interest income and noninterest income Net interest

income increased as the result of higher average earning

assets continued growth in lower cost core deposit funding

and the positive impact from long-term debt repricing

Noninterest income grew year-over-year as increases in

mortgage banking revenue and other fee-based businesses

were partially offset by expected decreases in revenue from

recent legislative and regulatory actions The Companys total

net charge-offs and nonperforming assets decreased

throughout the year
The Company also continued to focus on

effectively controlling expenses while making investments to

increase revenue and enhance customer service with an

industry-leading efficiency ratio the ratio of noninterest

expense to taxable-equivalent net revenue excluding net

securities gains and losses in 2012 of 51.5 percent As

result the Companys return on average common equity was

16.2 percent the highest among the Companys peers

With the Companys growth in earnings during 2012 it

continued to generate significant capital The Companys

capital position remained strong Using proposed rules for the

Basel III standardized approach released June 2012 the

Companys Tier common equity ratio was 8.1 percent at

December 31 2012 above the Companys targeted ratio of

8.0 percent and well above the minimum of 7.0 percent

required in 2019 when these proposed rules are to be fully

implemented The Company had Tier common equity to

risk-weighted assets ratio using Basel definition of

9.0 percent and Tier capital ratio of 10.8 percent at

December 31 2012 In addition at December 31 2012 the

Companys total risk-based capital ratio was 13.1 percent

and its tangible common equity to risk-weighted assets ratio

was 8.6 percent refer to Non-GAAP Financial Measures

for further information on the calculation of certain of these

measures Given the strength of its capital position and on

going ability to generate significant capital through earnings

the Company was able to return 62 percent
of its earnings to

common shareholders in the form of dividends and common

share repurchases during 2012 Credit rating organizations

rate the Companys debt among the highest of its large

domestic banking peers This comparative financial strength

provides the Company with favorable funding costs strong

liquidity and the ability to attract new customers leading to

growth in loans and deposits

In 2012 the Companys loans and deposits grew

significantly Average loans and deposits increased

$13.9 billion 6.9 percent and $22.6 billion 10.6 percent

respectively over 2011 Loan growth reflected increases in

commercial loans including small business loans residential

mortgages credit card loans and commercial real estate loans

partially offset by modest decrease in other retail loans and

19.3 percent decrease in loans covered by loss sharing

agreements with the Federal Deposit Insurance Corporation

FDIC covered loans which is run-off portfolio

Deposit growth reflected the Companys continued benefit

from customer flight-to-quality

The Companys provision for credit losses decreased

$461 million 19.7 percent in 2012 compared with 2011

Net charge-offs decreased $746 million 26.2 percent in

2012 compared with 2011 principally due to improvement

in the commercial commercial real estate and credit card

portfolio classes The provision for credit losses was $215

million less than net charge-offs in 2012 compared with $500

million less than net charge-offs in 2011

20 U.S BANCORP



Selected Financial Data

2012 2011 2010 2009 2008

10969 10348 9788 8716 7866

9334 8791 8438 8403 7789

15 31 78 451 978

20288 19108 18148 16668 14677

10456 9911 9383 8281 7348

1882 2343 4356 5557 3096

7950 6854 4409 2830 4233
224 225 209 198 134

2236 1841 935 395 1087

5490 4788 3265 2237 3012
157 84 52 32 66

5647 4872 3317 2205 2946

5383 4721 3332 1803 2819

2.85 2.47 1.74 .97 1.62

2.84 2.46 1.73 .97 1.61

.78 .50 .20 .20 1.70

18.31 16.43 14.36 12.79 10.47

31.94 27.05 26.97 22.51 25.01

1887 1914 1912 1851 1742

1896 1923 1921 1859 1756

Year Ended December 31

Dollars and Shares in Millions Except Per Share Data

Condensed Income Statement

Net interest income taxable-equivalent basis

Noninterest income

Securities gains losses net

Total net revenue

Noninterest expense
Provision for credit losses

Income before taxes

Taxable-equivalent adjustment

Applicable income taxes

Net income

Net income loss attributable to noncontrolling interests

Net income attributable to U.S Bancorp

Net income applicable to U.S Bancorp common shareholders

Per Common Share

Earnings per share

Diluted earnings per share

Dividends declared per share

Book value per share

Market value per share

Average common shares outstanding

Average diluted common shares outstanding

Financial Ratios

Return on average assets

Return on average common equity

Net interest margin taxable-equivalent basis

Efficiency ratio

Net charge-offs as percent of average loans outstanding

Average Balances

Loans

Loans held for sale

Investment securities

Earning assets

Assets

Noninterest-bearing deposits

Deposits

Short-term borrowings

Long-term debt

Total U.S Bancorp shareholders equity

Period End Balances

Loans

Investment securities

Assets

Deposits

Long-term debt

Total U.S Bancorp shareholders equity

Asset Quality

Nonperforming assets

Allowance for credit losses

Allowance for credit losses as percentage of period-end loans

Capital Ratios

Tier capital

Total risk-based capital

Leverage

Tangible common equity to tangible assets

Tangible common equity to risk-weighted assets using Basel definition

Tier common equity to risk-weighted assets using Basel definition

Tier common equity to risk-weighted assets using Basel Ill proposals

published prior to June 2012

Tier common equity to risk-weighted assets approximated using proposed

rules for the Basel Ill standardized approach released June 2012

1.65% 1.53% 1.16% .82% 1.21%

16.2 15.8 12.7 8.2 13.9

3.58 3.65 3.88 3.67 3.66

51.5 51.8 51.5 48.4 46.9

.97 1.41 2.17 2.08 1.10

$215374 $201427 $193022 $185805 $165552

7847 4873 5616 5820 3914

72501 63645 47763 42809 42850

306270 283290 252042 237287 215046

342849 318264 285861 268360 244400

67241 53856 40162 37856 28739

235710 213159 184721 167801 136184

28549 30703 33719 29149 38237

28448 31684 30835 36520 39250

37611 32200 28049 26307 22570

$223329 $209835 $197061 $194755 $184955

74528 70814 52978 44768 39521

353855 340122 307786 281176 265912

249183 230885 204252 183242 159350

25516 31953 31537 32580 38359

38998 33978 29519 25963 26300

2671 3774 5048 5907 2624

4733 5014 5531 5264 3639
2.12% 2.39% 2.81% 2.70% 1.97%

10.8% 10.8% 10.5% 9.6% 10.6%

13.1 13.3 13.3 12.9 14.3

9.2 9.1 9.1 8.5 9.8

7.2 6.6 6.0 5.3 3.3

8.6 8.1 7.2 6.1 3.7

9.0 8.6 7.8 6.8 5.1

8.2 7.3

8.1

Presented on fully taxable-equivalent basis utilizing tax rate of 35 percent

Computed as noninterest expense divided by the sum of net interest income on taxable-equivalent basis and noninterest income excluding net securities ga/na losses

Excludes unrealized gains and losses on available-for-sale investment securities and any premiums or discounts recorded related to the transfer of investment securities at fair value from

available-for-sale to held-to-maturity

See Non-GAAP Financial Measures beginning on page 65
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Earnings Summary The Company reported net income

attributable to U.S Bancorp of $5.6 billion in 2012 or $2.84

per
diluted common share compared with $4.9 billion or

$2.46 per
diluted common share in 2011 Return on average

assets and return on average common equity were 1.65

percent and 16.2 percent respectively in 2012 compared

with 1.53 percent and 15.8 percent respectively in 2011 The

Companys results for 2012 included an $80 million expense

accrual for mortgage foreclosure-related regulatory

settlement The results for 2011 included $263 million gain

from the settlement of litigation related to the termination of

merchant processing referral agreement merchant settlement

gain $46 million gain related to the acquisition of First

Community Bank of New Mexico FCB and $130

million expense accrual related to mortgage servicing matters

The provision for credit losses was $215 million lower than

net charge-offs for 2012 compared with $500 million lower

than net charge-offs for 2011

Total net revenue on taxable-equivalent basis for 2012

was $1.2 billion 6.2 percent higher than 2011 reflecting

6.0 percent increase in net interest income and 6.4 percent

increase in noninterest income Net interest income increased

in 2012 as result of an increase in average earning assets

continued growth in lower cost core deposit funding and the

positive impact from long-term debt repricing Noninterest

income increased primarily due to higher mortgage banking

revenue trust and investment management fees merchant

processing services revenue and commercial products

revenue partially offset by the 2011 merchant settlement gain

and lower debit card revenue as result of legislative changes

Total noninterest expense
in 2012 increased $545 million

5.5 percent compared with 2011 primarily due to higher

compensation expense employee benefits costs and mortgage

servicing review-related professional services costs

Acquisitions In January 2012 the Company acquired the

banking operations of BankEast subsidiary of BankEast

Corporation from the FDIC This transaction did not include

loss sharing agreement The Company acquired

approximately $261 million of assets and assumed

approximately $252 million of deposits from the FDIC with

this transaction

In November 2012 the Company acquired the hedge fund

administration servicing business of Alternative Investment

Solutions LLC The Company recorded approximately

$108 million of assets including intangibles and

approximately $3 million of liabilities with this transaction

In December 2012 the Company acquired FSV Payment

Systems Inc prepaid card program manager with

proprietary processing platform The Company recorded

approximately $243 million of assets including intangibles

and approximately $28 million of liabilities with this

transaction

In January 2011 the Company acquired the banking

operations of FCB from the FDIC The FCB transaction did

not include loss sharing agreement The Company acquired

38 branch locations and approximately $1.8 billion in assets

assumed approximately $2.1 billion in liabilities and received

approximately $412 million in cash from the FDIC The

Company recognized $46 million gain on this transaction

during the first quarter of 2011

Statement of Income Analysis

Net Interest Income Net interest income on taxable-

equivalent basis was $11.0 billion in 2012 compared with

$10.3 billion in 2011 and $9.8 billion in 2010 The $621

million 6.0 percent increase in net interest income in 2012

compared with 2011 was primarily the result of growth in

average earning assets and lower cost core deposit funding as

well as the positive impact from long-term debt repricing

Average earning assets were $23.0 billion 8.1 percent higher

in 2012 than in 2011 driven by increases in loans and

investment securities Average deposits increased $22.6 billion

10.6 percent in 2012 compared with 2011 The net interest

margin in 2012 was 3.58 percent compared with 3.65 percent

in 2011 and 3.88 percent in 2010 The decrease in the net

interest margin in 2012 compared with 2011 reflected higher

average balances in lower-yielding investment securities and

lower loan rates partially offset by lower rates on deposits

and long-term debt and the inclusion of credit card balance

transfer fees in interest income beginning in the first quarter of

2012 Refer to the Interest Rate Risk Management section

for further information on the sensitivity of the Companys

net interest income to changes in interest rates

Average total loans were $215.4 billion in 2012 compared

with $201.4 billion in 2011 The $13.9 billion

6.9 percent increase was driven by growth in commercial

loans residential mortgages credit card loans and commercial

real estate loans partially offset by decreases in other retail loans

and covered loans Average commercial loans increased $9.2

billion 17.9 percent year-over-year primarily driven by higher

demand from new and existing customers Average residential

mortgages
increased $6.6 billion 19.5 percent reflecting higher

origination and refinancing activity due to the low interest rate

environment Average credit card balances increased $569

million 3.5 percent in 2012 compared with 2011 reflecting

the impact of the purchase of credit card portfolio in the

fourth quarter of 2011 partially offset by portfolio sale in the

third quarter of 2012 Growth in average commercial real estate

balances of $991 million 2.8 percent was primarily due to

higher demand from new and existing customers The $261

million .5 percent decrease in average
other retail loans was

primarily due to lower home equity and second mortgage and

student loan balances partially offset by higher installment loan

and retail leasing balances Average covered loans decreased

$3.1 billion 19.3 percent in 2012 compared with 2011
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Analysis of Net Interest Income

Year Ended December31 Dollars in Millions

Components of Net Interest Income

Income on earning assets taxable-equivalent basis

Expense on interest-bearing liabilities taxable-equivalent

basis

Net interest income taxable-equivalent basis

Net interest income as reported

Average Yields and Rates Paid

Earning assets yield taxable-equivalent basis

Rate paid on interest-bearing liabilities taxable-equivalent

basis

Gross interest margin taxable-equivalent basis

Net interest margin taxable-equivalent basis

Average Balances

Investment securities

Loans

Earning assets

Interest-bearing liabilities

Average investment securities in 2012 were $8.9 billion

13.9 percent higher than 2011 primarily due to purchases of

government agency mortgage-backed securities net of

prepayments and maturities as the Company continued to

increase its on-balance sheet liquidity in response to

anticipated regulatory requirements

Average total deposits for 2012 were $22.6 billion 10.6

percent higher than 2011 Average noninterest-bearing

deposits in 2012 were $13.4 billion 24.9 percent higher than

2011 due to growth in average balances in majority of the

lines of business including Wholesale Banking and

Commercial Real Estate Wealth Management and Securities

Services and Consumer and Small Business Banking Average

total savings deposits were $7.3 billion 6.4 percent higher in

2012 compared with 201 primarily due to growth in

Consumer and Small Business Banking balances resulting

from continued strong participation in product offering that

includes multiple bank products in package and higher

corporate trust balances These increases were partially offset

by lower government banking and broker-dealer balances

Average time certificates of deposit less than $100000 were

lower in 2012 by $728 million 4.8 percent compared with

2011 result of maturities and lower renewals Average time

deposits greater than $100000 were $2.6 billion

8.8 percent higher in 2012 compared with 2011 Time

deposits greater than $100000 are managed as an alternative

to other funding sources such as wholesale borrowing based

largely on relative pricing

The $560 million 5.7 percent increase in net interest

income in 2011 compared with 2010 was primarily the

result of growth in average earning assets and lower cost core

deposit funding Average earning assets were $31.2 billion

12.4 percent higher in 2011 compared with 2010 driven by

increases in investment securities loans and cash balances at

the Federal Reserve reflected in other earning assets Average

deposits increased $28.4 billion 15.4 percent in 2011

compared with 2010

Average total loans increased $8.4 billion 4.4 percent in

2011 compared with 2010 driven by growth in residential

mortgages commercial loans commercial real estate loans

and other retail loans partially offset by lower covered loans

and credit card loans Average residential mortgages increased

$6.0 billion 21.7 percent resulting from the net effect of

origination and prepayment activity in the portfolio during

2011 due to the low interest rate environment Average

commercial loans increased $4.6 billion 9.8 percent in 2011

compared with 2010 primarily driven by higher demand from

new and existing customers including small business Growth

in average commercial real estate balances of $1.2 billion 3.6

percent was primarily due to the FCB acquisition The $513

million 1.1 percent increase in average other retail loans in

2011 compared with 2010 was primarily due to higher

automobile and installment loans and retail leasing balances

partially offset by lower home equity and second mortgage

balances Average credit card balances decreased $319 million

1.9 percent as result of consumers spending less and

paying down their balances Average covered loans decreased

$3.6 billion 18.2 percent in 2011 compared with 2010

2012 2011

13112

2010

2012

2011

12870 12375

2011

2010

242 495

2143 2522 2587 379 65

10969 10348 9788 621 560

10745 10123 9579 622 544

4.28% 4.54% 4.91% .26% .37%

.95 1.14 1.24 .19

3.33% 3.40% 3.67% .07%

3.58% 3.65% 3.88% .07%

72501 63645 47763

215374 201427 193022

306270 283290 252042

225466 221690 209113

.10

.27%

.23%

$15882

8405

31248

12577

Interest and rates are presented on fully taxable-equivalent basis utilizing federal tax rate of 35 percent

Excludes unrealized gains and losses on available-for-sale investment securities and any premiums or discounts recorded related to the transfer of investment securities at fair value from

available-for-sale to held-to-maturity

8856

13947

22980

3776
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Net Interest Income Changes Due to Rate and Volume

Year Ended December 31 Dollars in Millions

Increase decrease in

Interest Income

Investment securities

Loans held for sale

Loans

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding covered loans

Covered loans

Total loans

Other earning assets

Total earning assets

Interest Expense

Interest-bearing deposits

Interest checking

Money market accounts

Savings accounts

Time certificates of deposit less than $100000

Time deposits greater than $100000

Total interest-bearing deposits

Short-term borrowings

Long-term debt

Total interest-bearing liabilities

Increase decrease in net interest income

Average investment securities in 2011 were $15.9 billion

33.3 percent higher than 2010 primarily due to planned

purchases of U.S Treasury and government agency mortgage-

backed securities as the Company increased its on-balance

sheet liquidity in response to anticipated regulatory

requirements

Average total deposits for 2011 were $28.4 billion 15.4

percent higher than 2010 Excluding deposits from

acquisitions 2011 average total deposits increased $19.3

billion 10.5 percent over 2010 Average noninterest-bearing

deposits in 2011 were $13.7 billion 34.1 percent higher than

2010 primarily due to growth in Wholesale Banking and

Commercial Real Estate and Wealth Management and

Securities Services balances Average total savings deposits

were $13.8 billion 13.7 percent higher in 2011 compared

with 2010 primarily due to growth in
corporate and

institutional trust balances as well as an increase in Consumer

and Small Business Banking balances These increases were

partially offset by lower broker-dealer balances Average time

certificates of deposit less than $100000 were lower in 2011

by $1.4 billion 8.4 percent compared with 2010 result of

maturities and lower renewals Average time deposits greater

Volume Yield/Rate Total Volume Yield/Rate Total

275 $316 41 586 $369 $217

122 40 82 32 14 46

369 272 97 193 99 94

45 29 16 56 36 92

318 123 195 311 115 196

54 101 155 30 52 22

14 147 161 30 137 107

772 470 302 560 263 297

79 77 102 179 122 57

593 393 200 381 141 240

52 53 226 142 84

938 696 242 1161 666 495

23 19 17 12
17 14 18 74 56

12 58 46 33 42
14 28 42 25 12 13
26 54 28 25 23

31 180 149 56 144 88
38 52 90 50 31 19

117 23 140 30 12 42

124 255 379 36 101 65

$1062 $441 $621 $1125 $565 $560

than $100000 were $2.3 billion 8.5 percent higher in 2011

compared with 2010 primarily due to acquisitions

Provision for Credit Losses The provision for credit losses

reflects changes in the size and credit quality of the entire

portfolio of loans The Company maintains an allowance for

credit losses considered appropriate by management for

probable and estimable incurred losses based on factors

discussed in the Analysis and Determination of Allowance

for Credit Losses section

In 2012 the provision for credit losses was $1.9 billion

compared with $2.3 billion and $4.4 billion in 2011 and

2010 respectively The provision for credit losses was lower

than net charge-offs by $215 million in 2012 and $500

million in 2011 and exceeded net charge-offs by $175 million

in 2010 The $461 million 19.7 percent decrease in the

provision for credit losses in 2012 compared with 2011

reflected improving credit trends and the underlying risk

profile of the loan portfolio as economic conditions continued

to slowly improve partially offset by portfolio growth

Accruing loans ninety days or more past due decreased by

$183 million 21.7 percent excluding covered loans from

2012v2011 2011v2010

This table shows the components of the change in net interest income by volume and rate on taxable-equivalent basis utilizing tax rate of 35 percent 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 The change in interest not solely due to changes in volume or rates has been allocated

on pro-rata basis to volume and yield/rate
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December 31 2011 to December 31 2012 reflecting

improvement in residential mortgages credit card and other

retail loan portfolios during 2012 Nonperforming assets

decreased $486 million 18.9 percent excluding covered

assets from December 31 2011 to December 31 2012 led

by reductions in nonperforming construction and

development loans of $307 million 56.3 percent as the

Company continued to resolve and reduce exposure to these

problem assets as well as improvement in other commercial

loan portfolios Net charge-offs decreased $746 million

26.2 percent from 2011 due to the improvement in most

loan portfolios as economic conditions continued to slowly

improve

The $2.0 billion 46.2 percent decrease in the provision

for credit losses in 2011 compared with 2010 reflected

improving credit trends and the underlying risk profile of the

loan portfolio as economic conditions continued to stabilize in

2011 partially offset by portfolio growth Accruing loans

ninety days or more past due decreased by $251 million 22.9

percent excluding covered loans from December 31 2010

to December 31 2011 reflecting moderation in the level of

stress in economic conditions during 2011 as compared to

2010 Nonperforming assets decreased $777 million 23.2

percent excluding covered assets from December 31 2010

to December 31 2011 led by reduction in commercial real

estate nonperforming assets of $394 million 30.5 percent as

the Company continued to resolve and reduce exposure to

these assets Net charge-offs decreased $1.3 billion

32.0 percent in 2011 from 2010 due to the improvement in

the commercial commercial real estate credit card and other

retail loan portfolios

Refer to Corporate Risk Profile for further information

on the provision for credit losses net charge-offs

nonperforming assets and other factors considered by the

Company in assessing the credit quality of the loan portfolio

and establishing the allowance for credit losses

Noninterest Income

Year Ended December31 Dollars in Millions

Credit and debit card revenue

Corporate payment products revenue

Merchant processing services

ATM processing services

Trust and investment management fees

Deposit service charges

Treasury management fees

Commercial products revenue

Mortgage banking revenue

Investment products fees and commissions

Securities gains losses net

Other

Total noninterest income

Noninterest Income Noninterest income in 2012 was

$9.3 billion compared with $8.8 billion in 2011 and $8.4

billion in 2010 The $559 million 6.4 percent increase in

2012 over 2011 was due to strong mortgage banking revenue

growth of 96.5 percent principally
due to strong origination

and sales revenue as well as an increase in loan servicing

revenue In addition merchant processing services revenue

and investment products fees and commissions increased 3.0

percent and 16.3 percent respectively primarily due to higher

transaction volumes Trust and investment management fees

increased 5.5 percent due to improved market conditions and

business expansion Commercial products revenue was 4.4

percent higher principally driven by increases in high-grade

bond underwriting fees and commercial loan fees Net

securities losses were 51.6 percent lower in 2012 compared

with 2011 primarily due to higher realized gains on securities

sold in 2012 Offsetting these positive variances was 16.9

percent
decrease in credit and debit card revenue due to lower

debit card interchange fees as result of 2011 legislation

estimated impact of $328 million for 2012 and $77 million

for 2011 net of mitigation efforts and the impact of the

inclusion of credit card balance transfer fees in interest income

beginning in the first quarter of 2012 ATM processing

services revenue was lower 23.5 percent due to excluding

surcharge fees the Company passes through to others from

revenue beginning in the first quarter of 2012 rather than

reporting those amounts in occupancy expense as in previous

periods Other income also decreased 26.5 percent primarily

due to the 2011 merchant settlement gain gain on the FCB

acquisition and gains related to the Companys investment in

Visa Inc and 2012 equity-method investment charge

partially offset by 2012 gain on the sale of credit card

portfolio

892 $1073 $1091

744 734 710

1395 1355 1253

346 452 423

1055 1000 1080

653 659 710

541 551 555

878 841 771

1937 986 1003

150 129 111

15 31 78
743 1011 731

2012 2011

2012 2011

2010 v2011 v2010

16.9%
1.4

3.0

23.5

5.5

.9

1.8

4.4

96.5

16.3

51.6

26.5

1.6%
3.4

8.1

6.9

7.4

7.2

.7

9.1

1.7

16.2

60.3

38.3

$9319 $8760 $8360 6.4% 4.8%
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The $400 million 4.8 percent increase in noninterest

income in 2011 over 2010 was due to higher payments-related

revenues of 3.5 percent due to growth in transaction volumes

and new business initiatives partially offset by decline in credit

and debit card revenue due to the impact of legislative changes

to debit card interchange fees beginning in the fourth quarter of

2011 higher ATM processing services income of 6.9 percent

largely due to increased transaction volumes an increase in

commercial products revenue of 9.1 percent due to higher

commercial leasing revenue syndication fees and other

commercial Joan fees 16.2 percent increase in investment

products fees and commissions due to business initiatives and

lower net securities losses of 60.3 percent primarily due to

lower impairments and an increase in other income The

increase in other income of 38.3 percent reflected the 2011

merchant settlement gain the gain on the FCB acquisition and

gains related to the Companys investment in Visa Inc in

addition to higher retail lease residual revenue partially offset by

gain recognized on the exchange of the Companys proprietary

long-term mutual fund business for an equity interest in Nuveen

Investments in 2010 Offsetting these positive variances was

decrease in deposit service charges of 7.2 percent as result of

2010 legislative and pricing changes Trust and investment

management fees declined 7.4 percent as result of the sale of

the Companys proprietary long-term mutual fund business and

lower money market investment management fees due to the

low interest rate environment partially offset by the positive

impact of securitization trust administration acquisition and

improved equity market conditions Mortgage banking revenue

decreased 1.7 percent principally due to lower origination and

sales revenue partially offset by higher loan servicing revenue

and favorable net change in the valuation of
mortgage

servicing rights MSRs and related economic hedging

activities

Noninterest Expense Noninterest expense in 2012 was

$10.5 billion compared with $9.9 billion in 2011 and

Noninterest Expense

$9.4 billion in 2010 The Companys efficiency ratio was

51.5 percent in 2012 compared with 51.8 percent in 2011

The $545 million 5.5 percent increase in noninterest expense

in 2012 over 2011 was principally due to higher

compensation expense employee benefits expense and

professional services expense Compensation expense

increased 6.9 percent primarily as result of growth in

staffing for business initiatives and mortgage servicing-related

activities in addition to higher commissions and merit

increases Employee benefits expense increased 11.8 percent

principally due to higher pension and medical insurance costs

and staffing levels Professional services expense increased

38.4 percent principally due to mortgage servicing review-

related projects Technology and communications expense

was 8.3 percent higher due to business expansion and

technology projects Other expense increased 2.2 percent in

2012 from 2011 reflecting the $80 million expense accrual

for mortgage foreclosure-related regulatory settlement

higher regulatory and insurance-related costs and an accrual

recorded by the Company related to its portion of obligations

associated with Visa Inc partially offset by $130 million

expense accrual related to mortgage servicing matters

recorded in 2011 lower FDIC assessments and lower costs

related to other real estate owned These increases were

partially offset by decrease of 8.2 percent in net occupancy

and equipment expense principally reflecting the change in

presentation of ATM surcharge revenue passed through to

others and 8.4 percent decrease in other intangibles expense

due to the reduction or completion of amortization of certain

intangibles

The $528 million 5.6 percent increase in noninterest

expense in 2011 over 2010 was principally due to increased

compensation employee benefits net occupancy and

equipment and professional services expenses partially offset

by decrease in other intangibles expense Compensation

expense increased 6.9
percent primarily due to an increase in

Year Ended December 31 Dollars in Millions 2012 2011

2012 2011

2010 2011 v2010

Compensation 4320 $4041 $3779

Employee benefits 945 845 694

Net occupancy and equipment 917 999 919

Professional services 530 383 306

Marketing and business development 388 369 360

Technology and communications 821 758 744

Postage printing and supplies 304 303 301

Other intangibles 274 299 367

Other 1957 1914 1913

Total noninterest expense $10456 $991 $9383

Efficiency ratio 51.5% 51.8% 51.5%

6.9%

11.8

8.2

38.4

5.1

8.3

.3

8.4

2.2

6.9%

21.8

8.7

25.2

2.5

1.9

.7

18.5

Computed as noninterest expense divided by the sum of net interest income on taxable-equivalent basis and noninterest income excluding securities gains losses net

5.5% 5.6%
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staffing related to branch expansion and other business

initiatives and merit increases Employee benefits expense

increased 21.8 percent
due to higher pension costs and the

impact of additional staffing Net occupancy
and equipment

expense increased 8.7 percent principally due to business

expansion
and technology initiatives Professional services

expense
increased 25.2 percent

due to mortgage servicing-

related and other projects across multiple business lines Other

intangibles expense
decreased 18.5 percent due to the

reduction or completion of amortization of certain

intangibles Other expense was essentially flat and reflected

the $130 million expense
accrual related to mortgage servicing

matters recorded in 2011 offset by lower conversion costs

and insurance and litigation related costs

Pension Plans Because of the long-term nature of pension

plans the related accounting is complex and can be impacted

by several factors including investment funding policies

accounting methods and actuarial assumptions

The Companys pension accounting reflects the long-term

nature of the benefit obligations
and the investment horizon

of plan assets Amounts recorded in the financial statements

reflect actuarial assumptions about participant benefits and

plan asset returns Changes in actuarial assumptions and

differences in actual plan experience compared with actuarial

assumptions are deferred and recognized in expense
in future

periods Differences related to participant benefits are

recognized in expense over the future service period of the

employees Differences related to the expected return on plan

assets are included in expense over period of approximately

twelve years

The Company expects pension expense to increase $158

million in 2013 primarily driven by $92 million increase

related to decrease in the discount rate $51 million

increase related to the recognition of deferred actuarial losses

from previous years and $12 million increase related to

lower future expected returns on plan assets If performance

of plan assets equals the actuarially-assumed long-term

expected return the cumulative asset return difference not yet

being amortized will not have significant incremental impact

on pension expense in future years Because of the complexity

of forecasting pension plan activities the accounting methods

utilized for pension plans the Companys ability to respond to

factors affecting the plans and the hypothetical nature of

actuarial assumptions actual pension expense
will differ from

these amounts

Refer to Note 16 of the Notes to the Consolidated

Financial Statements for further information on the

Companys pension plan funding practices investment

policies and asset allocation strategies and accounting policies

for pension plans

The following table shows an analysis of hypothetical changes

in the long-term rate of return LTROR and discount rate

DownlOO UplOO

LTROR Dollars
in Millions

Basis Points Basis Points

Incremental benefit expense 24 24

Percent of 2012 net income .26% .26%

DownlOO UplOO

Discount Rate Dollars in Millions
Basis Points Basis Points

Incremental benefit expense 115 92

Percent of 2012 net income .26% 1.01%

Income Tax Expense The provision for income taxes was $2.2

billion an effective rate of 28.9 percent in 2012 compared

with $1.8 billion an effective rate of 27.8 percent in 2011

and $935 million an effective rate of 22.3 percent in 2010

The increase in the effective tax rate over 2011 principally

reflected the impact of higher pretax earnings year-over-year

For further information on income taxes refer to

Note 18 of the Notes to Consolidated Financial Statements

Balance Sheet Analysis

Average earning assets were $306.3 billion in 2012 compared

with $283.3 billion in 2011 The increase in average earning

assets of $23.0 billion 8.1 percent was primarily due to an

increase in loan balances of $13.9 billion 6.9 percent and

planned increases in investment securities of $8.9 billion 13.9

percent

For average balance information refer to Consolidated

Daily Average Balance Sheet and Related Yields and Rates on

pages
142 and 143

Loans The Companys loan portfolio was $223.3 billion at

December 31 2012 an increase of $13.5 billion 6.4 percent

from December 31 2011 The increase was driven by growth

in commercial loans of $9.6 billion 16.9 percent residential

mortgages of $6.9 billion 18.7 percent and commercial real

estate loans of $1.1 billion 3.1 percent partially offset by

decreases in covered loans of $3.5 billion 23.5 percent

credit card loans of $245 million 1.4 percent reflecting the

impact of the sale of branded portfolio in 2012 and other

retail loans of $395 million .8 percent Table provides

summary of the loan distribution by product type while Table

12 provides summary of the selected loan maturity

distribution by loan category Average total loans increased

$13.9 billion 6.9 percent in 2012 compared with 2011 The

increase was due to growth in most loan portfolio classes in

2012
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Commercial Commercial loans including lease financing

increased $9.6 billion 16.9 percent as of December 31 2012

compared with December 31 2011 Average commercial

loans increased $9.2 billion 17.9 percent in 2012 compared

with 2011 The growth was primarily driven by higher

demand from new and existing customers Table provides

summary of commercial loans by industry and geographical

locations

Commercial Real Estate The Companys portfolio of

commercial real estate loans which includes commercial

mortgages and construction and development loans increased

$1.1 billion 3.1 percent at December 31 2012 compared

with December 31 2011 Average commercial real estate

loans increased $991 million 2.8 percent in 2012 compared

with 2011 The increases reflected higher demand from new

and existing customers Table provides summary of

commercial real estate loans by property type and

geographical location The collateral for $1.7 billion of

commercial real estate loans included in covered loans at

December 31 2012 was in California compared with

$2.5 billion at December 31 2011

P. Loan Portfolio Distribution

The Company classifies loans as construction loans until

the completion of the construction phase Following

construction if permanent financing is provided by the

Company the loan is reclassified to the commercial mortgage

category In 2012 approximately $978 million of

construction loans were reclassified to the commercial

mortgage category for bridge financing after completion of the

construction phase At December 31 2012 and 2011

$225 million and $289 million respectively of tax-exempt

industrial development loans were secured by real estate The

Companys commercial mortgage and construction and

development loans had unfunded commitments of $9.0 billion

and $7.0 billion at December 31 2012 and 2011 respectively

The Company also finances the operations of real estate

developers and other entities with operations related to real

estate These loans are not secured directly by real estate but

are subject to terms and conditions similar to commercial

loans These loans were included in the commercial loan

category and totaled $3.1 billion and $1.9 billion at

December 31 2012 and 2011 respectively

At December31 Dollars in Millions

Commercial

Commercial

Lease financing

Total commercial

Commercial Real Estate

Commercial mortgages
Construction and development

Total commercial real estate

Residential Mortgages

Residential mortgages

Home equity loans first liens

Total residential mortgages

Credit Card

Other Retail

Retail leasing

Home equity and second

mortgages

Revolving credit

Installment

Automobile

Student

Total other retail

Total loans excluding covered

loans

Covered Loans

Total loans

2012 2011

Percent

Amount of Total

Percent

Amount of Total Amount

2010 2009

Percent

of Total

60742 27.2% 50734 24.2% 42272 21.5%

5481 2.5 5914 2.8 6126 3.1

Percent

Amount of Total

2008

Percent

Amount of Total

42255 21.7%

6537 3.4

49759 26.9%

6859 3.7

66223 29.7 56648 27.0 48398 24.6 48792 25.1 56618 30.6

31005 13.9 29664 14.1 27254 13.8 25306 13.0 23434 12.7

5948 2.6 6187 3.0 7441 3.8 8787 4.5 9779 5.3

36953 16.5 35851 17.1 34695 17.6 34093 17.5 33213 18.0

32648 14.6 28669 13.7 24315 12.3 20581 10.6 18232 9.9

11370 5.1 8413 4.0 6417 3.3 5475 2.8 5348 2.9

44018 19.7 37082 17.7 30732 15.6 26056 13.4 23580 12.8

17115 7.7 17360 8.3 16803 8.5 16814 8.6 13520 7.3

5419 2.4 5118 2.4 4569 2.3 4568 2.3 5126 2.8

16726 7.5 18131 8.6 18940 9.6 19439 10.0 19177 10.3

3332 1.5 3344 1.6 3472 1.8 3506 1.8 3205 1.7

5463 2.4 5348 2.6 5459 2.8 5455 2.8 5525 3.0

12593 5.6 11508 5.5 10897 5.5 9544 4.9 9212 5.0

4179 1.9 4658 2.2 5054 2.5 4629 2.4 4603 2.5

47712 21.3 48107 22.9 48391 24.5 47141 24.2 46848 25.3

212021 94.9 195048 93.0 179019 90.8 172896 88.8 173779 94.0

11308 5.1 14787 7.0 18042 9.2 21859 11.2 11176 6.0

$223329 100.0% $209835 100.0% $197061 100.0% $194755 100.0% $184955 100.0%
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Commercial Loans by Industry Group and Geography

Residential Mortgages Residential mortgages held in the loan

portfolio at December 31 2012 increased $6.9 billion

18.7 percent over December 31 2011 Average residential

mortgages increased $6.6 billion 19.5 percent in 2012

compared with 2011 The growth reflected origination and

refinancing activity due to the low interest rate environment

Residential mortgages originated and placed in the Companys

loan portfolio are primarily well secured jumbo mortgages to

borrowers with high credit quality The Company generally

retains portfolio loans through maturity however the

Companys intent may change over time based upon various

factors such as ongoing asset/liability management activities

assessment of product profitability credit risk liquidity needs

and capital implications If the Companys intent or ability to

hold an existing portfolio loan changes it is transferred to

loans held for sale

Credit Card Total credit card loans decreased $245 million

1.4 percent at December 31 2012 compared with

December 31 2011 reflecting the impact of the sale of

branded credit card portfolio during the third quarter of 2012

and customers paying down their balances Average credit

card balances increased $569 million 3.5 percent in 2012

compared with 2011 reflecting the impact of the purchase of

credit card portfolio in the fourth quarter of 2011 partially

offset by the portfolio sale in the third quarter of 2012

Dollars in Millions

December 31 2012

Loans Percent

December31 2011

Loans Percent

Industry Group

Manufacturing 9518 14.4%

Finance and insurance 6579 9.9

Wholesale trade 6297 9.5

Real estate rental and leasing 5855 8.8

Retail trade 4735 7.2

Healthcare and social assistance 4733 7.1

Public administration 4709 7.1

Transport and storage 2549 3.9

Information 2203 3.3

Professional scientific and technical services 2185 3.3

Arts entertainment and recreation 2124 3.2

Mining 2122 3.2

Educational services 1964 3.0

Other services 1670 2.5

Agriculture forestry fishing and hunting 1553 2.4

Utilities 1390 2.1

Other 6037 9.1

Total $66223 100.0%

8085

5749

5485

4229

3683

3850

3695

2409

2115

1932

2046

1987

1422

1760

1429

1272

5500

14.3%

10.1

9.7

7.5

6.5

6.8

6.5

4.3

3.7

3.4

3.6

3.5

2.5

3.1

2.5

2.3

9.7

$56648 100.0%

Geography

California

Colorado

Illinois

Minnesota

Missouri

Ohio

Oregon

Washington

Wisconsin

Iowa Kansas Nebraska North Dakota South Dakota

Arkansas Indiana Kentucky Tennessee

Idaho Montana Wyoming

Arizona Nevada New Mexico Utah

Total banking region

Florida Michigan New York Pennsylvania Texas

All other states

Total outside Companys banking region

Total

8081

2722

3544

4720

2922

3240

1792

2626

2727

4244

3545

1096

2435

12.2%

4.1

5.3

7.1

4.4

4.9

2.7

4.0

4.1

6.4

5.4

1.7

3.7

6664

2292

3110

3968

2499

3050

1514

2568

2357

3586

3246

1113

2351

11.8%

4.0

5.5

7.0

4.4

5.4

2.7

4.5

4.2

6.3

5.7

2.0

4.1

43694 66.0 38318 67.6

11082 16.7 9204 16.3

11447 17.3 9126 16.1

22529 34.0 18330 32.4

$66223 100.0% $56648 100.0%
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Commercial Real Estate Loans by Property Type and Geography

Other Retail Total other retail loans which include retail

leasing home equity and second mortgages and other retail

loans decreased $395 million .8 percent at December 31

2012 compared with December 31 2011 Average other

retail loans decreased $261 million .5 percent in 2012

compared with 2011 The decreases were primarily due to

lower home equity and second mortgages and student loan

balances partially offset by higher automobile and installment

loans and retail leasing balances

Dollars in Millions

December 31 2012

Loans Percent

December31 2011

Loans Percent

Property Type

Business owner occupied

Commercial property

Industrial

Office

Retail

Other commercial

Homebuilders

Condominiums

Other residential

Multi-family

Hotel/motel

Health care facilities

Total

$11405 30.9%

1586 4.3

4833 13.1

4537 12.3

3735 10.1

146 .4

996 2.7

6857 18.5

2569 6.9

289 .8

$11756 32.8%

1561 4.4

4590 12.8

4402 12.3

3632 10.1

283 .8

988 2.8

6293 17.5

2041 5.7

305 .8

$36953 100.0% $35851 100.0%

Geography

California

Colorado

Illinois

Minnesota

Missouri

Ohio

Oregon

Washington

Wisconsin

Iowa Kansas Nebraska North Dakota South Dakota

Arkansas Indiana Kentucky Tennessee

Idaho Montana Wyoming

Arizona Nevada New Mexico Utah

Total banking region

Florida Michigan New York Pennsylvania Texas

All other states

Total outside Companys banking region

Total

8039

1644

1555

1958

1560

1512

1921

3586

2011

2349

1886

1156

2958

1.8%

4.5

4.2

5.3

4.2

4.1

5.2

9.7

5.4

6.4

5.1

3.1

8.0

7634

1569

1411

1891

1599

1436

1961

3540

1892

2295

1736

1183

3189

21.3%

4.4

3.9

5.3

4.4

4.0

5.5

9.9

5.3

6.4

4.8

3.3

8.9

32135 87.0 31336 87.4

2405 6.5 2470 6.9

2413 6.5 2045 5.7

4818 13.0 4515 12.6

$36953 100.0% $35851 100.0%
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Residential Mortgages by Geography

Dollars in Millions

December31 2012

Loans Percent

December31 2011

Loans Percent

California

Colorado

Illinois

Minnesota

Missouri

Ohio

Oregon

Washington

Wisconsin

Iowa Kansas Nebraska North Dakota South Dakota

Arkansas Indiana Kentucky Tennessee

Idaho Montana Wyoming

Arizona Nevada New Mexico Utah

Total banking region

Florida Michigan New York Pennsylvania Texas

All other states

Total outside Companys banking region

Total

6022

2674

2882

3521

2064

2301

1836

2543

1482

2049

3233

989

2753

13.7%

6.1

6.5

8.0

4.7

5.2

4.2

5.8

3.4

4.6

7.3

2.2

6.3

4339

2354

2560

2955

1849

2051

1541

2101

1325

1759

2822

825

2281

11.7%

6.3

6.9

8.0

5.0

5.5

4.2

5.7

3.6

4.7

7.6

2.2

6.2

TABLE 10

34349 78.0 28762 77.6

4329 9.9 3819 10.3

5340 12.1 4501 12.1

9669 22.0 8320 22.4

$44018 100.0%

___________
Credit Card Loans by Geography

December 31 2012 December31 2011

Dollars in Millions
Loans Percent Loans Percent

$37062 100.0%

California

Colorado

Illinois

Minnesota

Missouri

Ohio

Oregon

Washington

Wisconsin

Iowa Kansas Nebraska North Dakota South Dakota

Arkansas Indiana Kentucky Tennessee

Idaho Montana Wyoming

Arizona Nevada New Mexico Utah

Total banking region

Florida Michigan New York Pennsylvania Texas

All other states

Total outside Companys banking region

Total

1757

665

796

1196

616

1071

597

771

972

862

1342

352

794

10.3%

3.9

4.6

7.0

3.6

6.3

3.5

4.5

5.7

5.0

7.8

2.1

4.6

1719

670

791

1193

619

1326

623

849

959

863

1353

377

788

9.9%

3.9

4.5

6.9

3.6

7.6

3.6

4.9

5.5

5.0

7.8

2.2

4.5

11791 68.9 12130 69.9

2884 16.8 2923 16.8

2440 14.3 2307 13.3

5324 31.1 5230 30.1

$17115 100.0% $17360 100.0%
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Investment Securities The Company uses its investment

securities portfolio to manage enterprise interest rate risk

provide liquidity including the ability to meet proposed

regulatory requirements generate interest and dividend

income and as collateral for public deposits and wholesale

funding sources While the Company intends to hold its

investment securities indefinitely it may sell available-for-sale

securities in response to structural changes in the balance

sheet and related interest rate risk and to meet liquidity

requirements among other factors

Investment securities totaled $74.5 billion at

December 31 2012 compared with $70.8 billion at

December 31 2011 The $3.7 billion 5.2 percent increase

primarily reflected $3.1 billion of net investment purchases

and $517 million favorable change in net unrealized gains

losses on available-for-sale investment securities Held-to-

maturity securities were $34.4 billion at December 31 2012

compared with $18.9 billion at December 31 2011 due to

the transfer of approximately $11.7 billion of available-for-

sale investment securities to the held-to-maturity category

during 2012 reflecting the Companys intent to hold those

securities to maturity and growth in government agency

mortgage-backed securities as the Company increased its on-

balance sheet liquidity in
response to anticipated regulatory

requirements

Average investment securities were $72.5 billion in 2012

compared with $63.6 billion in 2011 The weighted-average

yield of the available-for-sale portfolio was 2.93 percent at

December 31 2012 compared with 3.19 percent at

December 31 2011 The average maturity of the available-

for-sale portfolio was 4.1 years at December 31 2012

compared with 5.2 years at December 31 2011 The

weighted-average yield of the held-to-maturity portfolio was

1.94 percent at December 31 2012 compared with 2.21

percent at December 31 2011 The average maturity of the

held-to-maturity portfolio was 3.3 years at December 31

2012 compared with 3.9 years at December 31 2011

Investment securities by type are shown in Table 13

The Companys available-for-sale securities are carried at

fair value with changes in fair value reflected in other

comprehensive income loss unless security is deemed to be

other-than-temporarily impaired At December 31 2012 the

Companys net unrealized gains on available-for-sale securities

were $1.1 billion compared with $581 million at

December 31 2011 The favorable change in net unrealized

gains was primarily due to increases in the fair value of non-

agency mortgage-backed and state and political securities

Gross unrealized losses on available-for-sale securities totaled

$147 million at December 31 2012 compared with $691

million at December 31 2011

The Company conducts regular assessment of its

investment portfolio to determine whether any securities are

other-than-temporarily impaired When assessing unrealized

losses for other-than-temporary impairment the Company

considers the nature of the investment the financial condition

of the issuer the extent and duration of unrealized loss

expected cash flows of underlying assets and market

conditions At December 31 2012 the Company had no

plans to sell securities with unrealized losses and believes it is

more likely than not that it would not be required to sell such

securities before recovery of their amortized cost

There is limited market activity for non-agency mortgage-

backed securities held by the Company As result the

Company estimates the fair value of these securities using

estimates of expected cash flows discount rates and

managements assessment of various other market factors

which are judgmental in nature The Company recorded

$46 million of impairment charges in earnings during 2012 on

non-agency mortgage-backed securities These impairment

charges were due to changes in expected cash flows primarily

resulting from increases in defaults in the underlying mortgage

poois During 2012 the Company also recognized impairment

charges of $27 million in earnings related to certain perpetual

preferred securities issued by financial institutions following

the downgrades of money center banks by rating agency

The unrealized loss on perpetual preferred securities in loss

position at December 31 2012 was $14 million Further

adverse changes in market conditions may result in additional

impairment charges in future periods

During 2011 the Company recorded $35 million of

impairment charges in earnings predominately on non-agency

mortgage-backed securities These impairment charges were

due to changes in expected cash flows primarily resulting from

increases in defaults in the underlying mortgage pools

Refer to Notes and 20 in the Notes to Consolidated

Financial Statements for further information on investment

securities
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TABLE 14 Deposits

The composition of deposits was as follows

At December31 Dollars in Millions

Noninterest-bearing deposits

Interest-bearing deposits

Interest checking

Money market savings

Savings accounts

Total of savings deposits

Time certificates of deposit less

than $100000

Time deposits greater than

$100000

Domestic

Foreign

Total interest-bearing

deposits

Total deposits

Deposits Total deposits were $249.2 billion at December 31

2012 compared with $230.9 billion at December 31 2011

The $18.3 billion 7.9 percent increase in total deposits

reflected organic growth in core deposits due to the overall

flight-to-quality by customers Average total deposits

increased $22.6 billion 10.6 percent over 2011 due to

increases in noninterest-bearing and total savings account

balances reflecting organic growth

Noninterest-bearing deposits at December 31 2012

increased $5.6 billion 8.2 percent over December 31 2011

Average noninterest-bearing deposits increased $13.4 billion

24.9 percent in 2012 compared with 2011 The increases

were due to growth in balances in the majority of the lines of

business including Wholesale Banking and Commercial Real

Estate Wealth Management and Securities Services and

Consumer and Small Business Banking

Interest-bearing savings deposits increased $12.4 billion

10.4 percent at December 31 2012 compared with

December 31 2011 The increase in these deposit balances

was related to increases in money market savings interest

checking and savings account balances The $5.1 billion 11.2

percent increase in money market savings account balances

was primarily due to higher Wholesale Banking and

Commercial Real Estate and corporate trust balances The

$4.5 billion 9.8 percent increase in interest checking account

balances was primarily due to higher Consumer and Small

Business Banking and broker-dealer balances partially offset

by lower Wholesale Banking and Commercial Real Estate

balances The $2.8 billion 10.0 percent increase in savings

account balances reflected continued strong participation in

savings product offered by Consumer and Small Business

Banking that includes multiple bank products in package

Average interest-bearing savings deposits in 2012 increased

$7.3 billion 6.4 percent compared with 2011 primarily due

to growth in Consumer and Small Business Banking and

corporate trust balances partially offset by lower government

banking and broker-dealer balances

Interest-bearing time deposits at December 31 2012

increased $282 million .7 percent compared with December

31 2011 driven by an increase in time deposits greater than

$100000 partially offset by decrease in time certificates of

deposit less than $100000 Time deposits greater
than

2012 2011 2010 2009

Percent Percent Percent Percent Percent

Amount of Total Amount of Total Amount of Total Amount of Total Amount of Total

2008

74172 29.8% 68579 29.7% 45314 22.2% 38186 20.8% 37494 23.5%

50430 20.2 45933 19.9 43183 21.2 38436 21.0 32254 20.2

50987 20.5 45854 19.9 46855 22.9 40848 22.3 26137 16.4

30811 12.4 28018 12.1 24260 11.9 16885 9.2 9070 5.7

132228 53.1 119805 51.9 114298 56.0 96169 52.5 67461 42.3

13744 5.5 14952 6.5 15083 7.4 18966 10.4 18425 11.7

12148 4.8 12583 5.4 12330 6.0 16858 9.2 20791 13.0

16891 6.8 14966 6.5 17227 8.4 13063 7.1 15179 9.5

175011 70.2 162306 70.3 158938 77.8 145056 79.2 121856 76.5

$249183 100.0% $230885 100.0% $204252 100.0% $183242 100.0% $159350 100.0%

The maturity of time deposits was as follows

Certificates Time Deposits

At December31 2012 Dollars in Millions Less Than $100000 Greater Than $100000 Total

Three months or less 1512 $18963 $20475

Three months through six months 1911 1595 3506

Six months through one year 3215 2197 5412

2014 3584 2949 6533

2015 1769 1775 3544

2016 1061 937 1998

2017 688 619 1307

Thereafter

Total $13744 $29039 $42783
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$100000 increased $1.5 billion 5.4 percent at December 31

2012 compared with December 31 2011 Average time

deposits greater than $100000 in 2012 increased $2.6 billion

8.8 percent compared with 2011 Time deposits greater

than $100000 are managed as an alternative to other funding

sources such as wholesale borrowing based largely on relative

pricing Time certificates of deposit less than $100000

decreased $1.2 billion 8.1 percent at December 31 2012

compared with December 31 2011 Average time certificates

of deposit less than $100000 in 2012 decreased $728 million

4.8 percent compared with 2011 The decreases were the

result of lower Consumer and Small Business Banking

balances

Borrowings The Company utilizes both short-term and long-

term borrowings as part of its asset/liability management and

funding strategies Short-term borrowings which include

federal funds purchased commercial paper repurchase

agreements borrowings secured by high-grade assets and

other short-term borrowings were $26.3 billion at

December 31 2012 compared with $30.5 billion at

December 31 2011 The $4.2 billion 13.7 percent decrease

in short-term borrowings reflected reduced borrowing needs

by the Company as result of an increase in deposits

Long-term debt was $25.5 billion at December 31 2012

compared with $32.0 billion at December 31 2011 The $6.5

billion 20.1 percent decrease was primarily due to

repayments and maturities of $3.8 billion of medium-term

notes and $1.1 billion of subordinated debt $2.7 billion of

redemptions of junior subordinated debentures and $3.4

billion decrease in Federal Home Loan Bank FHLB
advances partially offset by issuances of $1.3 billion of

subordinated debt and $2.3 billion of medium-term notes and

$1.1 billion increase in long-term debt related to certain

consolidated variable interest entities Refer to Note 12 of the

Notes to Consolidated Financial Statements for additional

information regarding long-term debt and the Liquidity Risk

Management section for discussion of liquidity management

of the Company

Corporate Risk Profile

Overview Managing risks is an essential part of successfully

operating financial services company The Companys most

prominent risk exposures are credit residual value

operational interest rate market liquidity and reputation

risk Credit risk is the risk of not collecting the interest and/or

the principal balance of loan investment or derivative

contract when it is due Residual value risk is the potential

reduction in the end-of-term value of leased assets

Operational risk includes risks related to fraud processing

errors technology breaches of internal controls and in data

security and business continuation and disaster recovery

Operational risk also includes legal and compliance risks

including risks arising from the failure to adhere to laws

rules regulations and internal policies and procedures

Interest rate risk is the potential reduction of net interest

income as result of changes in interest rates which can

affect the re-pricing of assets and liabilities differently Market

risk arises from fluctuations in interest rates foreign exchange

rates and security prices that may result in changes in the

values of financial instruments such as trading and available-

for-sale securities certain mortgage loans held for sale MSRs

and derivatives that are accounted for on fair value basis

Liquidity risk is the possible inability to fund obligations to

depositors investors or borrowers Further corporate

strategic decisions as well as the risks described above could

give rise to reputation risk Reputation risk is the risk that

negative publicity or press whether true or not could result in

costly litigation or cause decline in the Companys stock

value customer base funding sources or revenue In addition

to the risks identified above other risk factors exist that may

impact the Company Refer to Risk Factors beginning on

page 145 for detailed discussion of these factors

Credit Risk Management The Companys strategy
for credit

risk management includes well-defined centralized credit

policies uniform underwriting criteria and ongoing risk

monitoring and review processes for all commercial and

consumer credit exposures The strategy also emphasizes

diversification on geographic industry and customer level

regular credit examinations and management reviews of loans

exhibiting deterioration of credit quality The Risk

Management Committee of the Companys Board of Directors

oversees the Companys credit risk management process

In addition credit quality ratings as defined by the

Company are an important part of the Companys overall

credit risk management and evaluation of its allowance for

credit losses Loans with pass rating represent those not

classified on the Companys rating scale for problem credits as

minimal risk has been identified Loans with special mention

or classified rating including all of the Companys loans that

are 90 days or more past due and still accruing nonaccrual

loans those considered troubled debt restructurings TDRs
and loans in junior lien position that are current but are

behind modified or delinquent loan in first lien position

encompass all loans held by the Company that it considers to

have potential or well-defined weakness that may put full

collection of contractual cash flows at risk The Companys

internal credit quality ratings for consumer loans are primarily

based on delinquency and nonperforming status except for

limited population of larger loans within those portfolios that

are individually evaluated For this limited population the

determination of the internal credit quality rating may also

consider collateral value and customer cash flows The

Company obtains recent collateral value estimates for the

majority of its residential mortgage and home equity and
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second mortgage portfolios which allows the Company to

compute estimated loan-to-value LTV ratios reflecting

current market conditions These individual refreshed LTV

ratios are considered in the determination of the appropriate

allowance for credit losses The decline in housing prices over

the past several years has deteriorated the collateral support of

the residential mortgage home equity and second mortgage

portfolios However the underwriting criteria the Company

employs consider the relevant income and credit characteristics

of the borrower such that the collateral is not the primary

source of repayment The Company strives to identify potential

problem loans early record
any necessary charge-offs

promptly and maintain appropriate allowance levels for

probable incurred loan losses Refer to Notes and in the

Notes to Consolidated Financial Statements for further

information of the Companys loan portfolios including

internal credit quality ratings

The Company categorizes its loan portfolio into three

segments which is the level at which it develops and

documents systematic methodology to determine the

allowance for credit losses The Companys three loan

portfolio segments are commercial lending consumer lending

and covered loans The commercial lending segment includes

loans and leases made to small business middle market large

corporate commercial real estate financial institution and

public sector customers Key risk characteristics relevant to

commercial lending segment loans include the industry and

geography of the borrowers business purpose of the loan

repayment source borrowers debt capacity and financial

flexibility loan covenants and nature of pledged collateral if

any These risk characteristics among others are considered

in determining estimates about the likelihood of default by the

borrowers and the severity of loss in the event of default The

Company considers these risk characteristics in assigning

internal risk ratings to or forecasting losses on these loans

which are the significant factors in determining the allowance

for credit losses for loans in the commercial lending segment

The consumer lending segment represents loans and

leases made to consumer customers including residential

mortgages credit card loans and other retail loans such as

revolving consumer lines auto loans and leases student loans

and home equity loans and lines Home equity or second

mortgage loans are junior lien closed-end accounts fully

disbursed at origination These loans typically are fixed rate

loans secured by residential real estate with 10 or 15 year

fixed payment amortization schedule Home equity lines are

revolving accounts giving the borrower the ability to draw

and repay balances repeatedly up to maximum

commitment and are secured by residential real estate These

include accounts in either first or junior lien position

Typical terms on home equity lines are variable rates

benchmarked to the prime rate with IS-year draw period

during which minimum payment is equivalent to the

monthly interest followed by 10-year amortization period

At December 31 2012 substantially all of the Companys

home equity lines were in the draw period Key risk

characteristics relevant to consumer lending segment loans

primarily relate to the borrowers capacity and willingness to

repay and include unemployment rates and other economic

factors customer payment history and in some cases updated

LTV information on real estate based loans These risk

characteristics among others are reflected in forecasts of

delinquency levels bankruptcies and losses which are the

primary factors in determining the allowance for credit losses

for the consumer lending segment

The covered loan segment represents loans acquired in

FDIC-assisted transactions that are covered by loss sharing

agreements with the FDIC that greatly reduce the risk of

future credit losses to the Company Key risk characteristics

for covered segment loans are consistent with the segment

they would otherwise be included in had the loss share

coverage not been in place but consider the indemnification

provided by the FDIC

The Company further disaggregates its loan portfolio

segments into various classes based on their underlying risk

characteristics The two classes within the commercial lending

segment are commercial loans and commercial real estate

loans The three classes within the consumer lending segment

are residential mortgages credit card loans and other retail

loans The covered loan
segment consists of only one class

Because business processes and credit risks associated

with unfunded credit commitments are essentially the same as

for loans the Company utilizes similar processes to estimate

its liability for unfunded credit commitments The Company

also engages in non-lending activities that may give rise to

credit risk including derivative transactions for balance sheet

hedging purposes foreign exchange transactions deposit

overdrafts and interest rate swap contracts for customers

investments in securities and other financial assets and

settlement risk including Automated Clearing House

transactions and the processing of credit card transactions for

merchants These activities are subject to credit review

analysis and approval processes

Economic and Other Factors In evaluating its credit risk the

Company considers changes if any in underwriting activities

the loan portfolio composition including product mix and

geographic industry or customer-specific concentrations

trends in loan performance the level of allowance
coverage

relative to similar banking institutions and macroeconomic

factors such as changes in unemployment rates gross

domestic product and consumer bankruptcy filings

Beginning in late 2007 financial markets suffered

significant disruptions leading to and exacerbated by

declining real estate values and subsequent economic
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challenges both domestically and globally Median home

prices declined across most domestic markets which had

significant adverse impact on the collectability of residential

mortgage loans Residential mortgage delinquencies increased

throughout 2008 and 2009 High unemployment levels

beginning in 2009 further increased losses in prime-based

residential portfolios and credit cards

Although economic conditions generally have stabilized

from the dramatic downturn experienced in 2008 and 2009

and the financial markets have generally improved business

activities across range of industries continue to face

difficulties due to lower consumer confidence and spending

continued elevated unemployment and under-employment and

continued stress in the residential mortgage portfolio Credit

costs peaked for the Company in late 2009 and have trended

downward thereafter The provision for credit losses was lower

than net charge-offs by $215 million in 2012 and $500 million

in 2011 and exceeded net charge-offs by $175 million in

2010 The $461 million 19.7 percent decrease in the

provision for credit losses in 2012 compared with 2011

reflected improving credit trends and the underlying risk

profile of the loan portfolio as economic conditions continued

to slowly improve partially offset by portfolio growth

Credit Diversification The Company manages its credit risk in

part through diversification of its loan portfolio and limit

setting by product type criteria and concentrations As part
of

its normal business activities the Company offers broad

array
of traditional commercial lending products and

specialized products such as asset-based lending commercial

lease financing agricultural credit warehouse mortgage

lending small business lending commercial real estate health

care and correspondent banking The Company also offers an

array of consumer lending products including residential

mortgages credit card loans automobile loans retail leases

home equity revolving credit lending to students and other

consumer loans These consumer lending products are

primarily offered through the branch office network home

mortgage and loan production offices and indirect distribution

channels such as automobile dealers The Company monitors

and manages the portfolio diversification by industry

customer and geography Table provides information with

respect to the overall product diversification and changes in

the mix during 2012

The commercial loan class is diversified among various

industries with somewhat higher concentrations in

manufacturing finance and insurance wholesale trade and

real estate rental and leasing Additionally the commercial

loan class is diversified across the Companys geographical

markets with 66.0 percent of total commercial loans within

the Companys Consumer and Small Business Banking

markets Credit relationships outside of the Companys

Consumer and Small Business Banking markets relate to the

corporate banking mortgage banking auto dealer and leasing

businesses focusing on large national customers and

specifically targeted industries Loans to mortgage banking

customers are primarily warehouse lines which are

collateralized with the underlying mortgages The Company

regularly monitors its mortgage collateral position to manage

its risk exposure Table provides summary of significant

industry groups and geographical locations of commercial

loans outstanding at December 31 2012 and 2011

The commercial real estate loan class reflects the

Companys focus on serving business owners within its

geographic footprint as well as regional and national

investment-based real estate owners and builders Within the

commercial real estate loan class different property types have

varying degrees of credit risk Table provides summary of

the significant property types and geographical locations of

commercial real estate loans outstanding at December 31

2012 and 2011 At December 31 2012 approximately

30.9 percent of the commercial real estate loans represented

business owner-occupied properties that tend to exhibit less

credit risk than non owner-occupied properties The

investment-based real estate mortgages are diversified among

various property types with somewhat higher concentrations in

multi-family and retail properties From geographical

perspective the Companys commercial real estate loan class is

generally well diversified However at December 31 2012

21.8 percent of the Companys commercial real estate loans

were secured by collateral in California which has experienced

higher delinquency levels and credit quality deterioration due

to excess home inventory levels and declining valuations

Included in commercial real estate at year-end 2012 was

approximately $804 million in loans related to land held for

development and $1.4 billion of loans related to residential

and commercial acquisition and development properties These

loans are subject to quarterly monitoring for changes in local

market conditions due to higher credit risk profile The

commercial real estate loan class is diversified across the

Companys geographical markets with 87.0 percent of total

commercial real estate loans outstanding at December 31

2012 within the Companys Consumer and Small Business

Banking markets

The Companys consumer lending segment utilizes several

distinct business processes and channels to originate consumer

credit including traditional branch lending indirect lending

portfolio acquisitions correspondent banks and loan brokers

Each distinct underwriting and origination activity manages

unique credit risk characteristics and prices its loan

production commensurate with the differing risk profiles

Residential mortgages represent an important financial

product for consumer customers of the Company and are

originated through the Companys branches loan production

offices and wholesale network of originators The Company

may retain residential mortgage loans it originates on its
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Residential mortgages

Dollars in Millions

Prime Borrowers

Less than or equal to 80%

Over 80% through 90%

Over 90% through 100%

Over 100%

No LTV available

Total

Sub-Prime Borrowers

Less than or equal to 80% ...

Over 80% through 90%
Over 90% through 100%

Over 100%

No LIV available

Total

Other Borrowers

Less than or equal to 80% ...

Over 80% through 90%

Over 90% through 100%

Over 100%

No LIV available

Total

Loans Purchased From GNMA

Mortgage Pools

Total

Less than or equal to 80%

Over 80% through 90%
Over 90% through 100%

Over 100%

No LIV available

Loans purchased from GNMA
mortgage pools

Total

13 1580 1593 100.0%

266 32.3%

179 21.8

106 12.9

271 33.0

822 100.0%

100.0%

64.6%

9.8

5.0

8.3

.3

12.0

100.0%

Percent

Lines Losns Total of Total
balance sheet or sell the loans into the secondary market while

retaining the servicing rights and customer relationships

Utilizing the secondary markets enables the Company to

effectively reduce its credit and other asset/liability risks For

residential mortgages that are retained in the Companys

portfolio and for home equity and second mortgages credit

risk is also diversified by geography and managed by

adherence to LTV and borrower credit criteria during the

underwriting process

The Company estimates updated LTV information

quarterly based on method that combines automated

valuation model updates and relevant home price indices

LTV is the ratio of the loans outstanding principal balance to

the current estimate of property value For home equity and

second mortgages combined loan-to-value CLTV is the

combination of the first mortgage original principal balance

and the second lien outstanding principal balance relative to

the current estimate of property value Certain loans do not

have LTV or CLIV primarily due to lack of availability of

relevant automated valuation model and/or home price indices

values or lack of necessary valuation data on acquired loans

The following tables provide summary information for the

LTVs of residential mortgages and home equity and second

mortgages by borrower type at December 31 2012

Interest Percent

Only Amortizing Total of Total

Home equity and second mortgages

Dollars
in Millions

Prime Borrowers

Less than or equal to 80%
Over 80% through 90%
Over 90% through 100%

Over 100%

No LTV/CLTV available

Total

Sub-Prime Borrowers

Lessthanorequalto8o% ...

Over 80% through 90%
Over 90% through 100%

Over 100%

No LTV/CLTV available

Total

Other Borrowers

Less than or equal to 80% ...

Over 80% through 90%
Over 90% through 100%

Over 100%

No LTV/CLTV available

Total

Total

Less than or equal to 80% ...

Over 80% through 90%
Over 90% through 100%

Over 100%

No LTV/CLTV available

Total

7751 535 8286 52.0%

2403 248 2651 16.6

1600 197 1797 11.3

2427 458 2885 18.1

289 26 315 2.0

$14470 $1464 $15934 100.0%

39 28 67 18.3%

17 20 37 10.1

17 38 55 15.0

42 164 206 56.3

115 251 366 100.0%

280 284 66.7%

64 69 16.2

30 32 7.5

32 38 8.9

.7

409 17 426 100.0%

8070 567 8637 51.6%

2484 273 2757 16.5

1647 237 1884 11.3

2501 628 3129 18.7

292 27 319 1.9

$14994 $1732 $16726 100.0%

$1864 $25786 $27650 76.1%

458 3459 3917 10.8

369 1475 1844 5.1

925 1877 2802 7.7

116 116 .3

$3616 $32713 $36329 100.0%

544 545 34.2%

234 236 14.8

239 241 15.1

563 571 35.9

9$ 257$
176

103

268

At December 31 2012 approximately $1.6 billion of

residential mortgages were to customers that may be defined as

sub-prime borrowers based on credit scores from independent

agencies at loan origination compared with $1.9 billion at

December 31 2011 In addition to residential mortgages at

December 31 2012 $.4 billion of home equity and second

mortgage loans were to customers that may be defined as sub-

prime borrowers compared with $.S billion at December 31

2011 The total amount of consumer lending segment

residential mortgage home equity and second mortgage loans

to customers that may be defined as sub-prime borrowers

represented only .6 percent of total assets at December 31

2012 compared with .7 percent at December 31 2011 The

Company considers sub-prime loans to be those made to

borrowers with risk of default significantly higher than those

approved for prime lending programs as reflected in credit

scores obtained from independent agencies at loan origination

in addition to other credit underwriting criteria Sub-prime

portfolios include only loans originated according to the

Companys underwriting programs specifically designed to

serve customers with weakened credit histories The sub-prime

designation indicators have been and will continue to be

subject to re-evaluation over time as borrower characteristics

payment performance and economic conditions change The

sub-prime loans originated during periods from June 2009 and

18$ 804$

5274 5274

$1874 $26587 $28461

463 3869 4332
374 1817 2191

936 2708 3644
116 116

5274 5274

$3647 $40371 $44018

Represents loans purchased from Government National Mortgage Association GNMA
mortgage pools whose payments are primanly insured by the Federal Housing

Administration or guaranteed by the Department of Veterans Affairs
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after are with borrowers who met the Companys program

guidelines and have credit score that generally is at or below

threshold of 620 to 650 depending on the program Sub-

prime loans originated during periods prior to June 2009 were

based upon program level guidelines without regard to credit

score

Covered loans included $1.3 billion in loans with

negative-amortization payment options at December 31

2012 compared with $1.5 billion at December 31 2011

Other than covered loans the Company does not have any

residential mortgages with payment schedules that would

cause balances to increase over time

Home equity and second mortgages were $16.7 billion at

December 31 2012 compared with $18.1 billion at

December 31 2011 and included $5.1 billion of home equity

lines in first lien position and $11.6 billion of home equity

and second mortgage loans and lines in junior lien position

Loans and lines in junior lien position at December 31

2012 included approximately $3.7 billion of loans and lines

for which the Company also serviced the related first lien

loan and approximately $7.9 billion where the Company did

not service the related first lien loan The Company was able

to determine the status of the related first liens using

information the Company has as the servicer of the first lien

information it received from its primary regulator on loans

serviced by other large servicers or information reported on

customer credit bureau files The Company also evaluates

other indicators of credit risk for these junior lien loans and

lines including delinquency estimated average CLTV ratios

and weighted-average credit scores in making its assessment of

credit risk related loss estimates and determining the

allowance for credit losses

The following table provides summary of delinquency

statistics and other credit quality indicators for the Companys

junior lien positions at December 31 2012

Junior Liens Behind

Company

Owned or

Serviced Third Party

Firat Lien Firat Lien Totals

$3673 $7950 $11623

.85% 1.19% 1.08%

.26% .28% .27%

86% 85% 85%

750 746 747

See the Analysis and Determination of the Allowance for

Credit Losses section for additional information on how the

Company determines the allowance for credit losses for loans

in junior lien position

Credit card and other retail loans principally reflect the

Companys focus on consumers within its geographical

footprint of branches and certain niche lending activities that

are nationally focused Approximately 68.6 percent of the

Companys credit card balances relate to cards originated

through the Companys branches or co-branded travel and

affinity programs that generally experience better credit

quality performance than portfolios generated through other

channels

Tables 10 and 11 provide geographical summary of

the residential mortgage credit card and other retail loan

portfolios respectively

Assets acquired by the Company in FDIC-assisted

transactions included nonperforming loans and other loans

with characteristics indicative of high credit risk profile

including substantial concentration in California loans with

negative-amortization payment options and homebuilder and

other construction finance loans Because most of these loans

are covered under loss sharing agreements with the FDIC the

Companys financial exposure to losses from these assets is

substantially reduced To the extent actual losses exceed the

Companys estimates at acquisition the Companys financial

risk would only be its share of those losses under the loss

sharing agreements

Dollars in Millions

Total

Percent 30 89 days past due

Percent 90 days or more past due

Weighted-average CLTV

Weighted-average credit score
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TABLE 15 Delinquent Loan Ratios as Percent of Ending Loan Balances

At December 31

90 days or more past due excluding nonperforming loans

Commercial

Commercial

Lease financing

Total commercial

Commercial Real Estate

Commercial mortgages

Construction and development

Total commercial real estate

Residential Mortgages

Credit Card

Other Retail

Retail leasing

Other

Total other retail

Total loans excluding covered loans

Covered Loans

Total loans

Loan Delinquencies Trends in delinquency ratios are an

indicator among other considerations of credit risk within

the Companys loan portfolios The entire balance of an

account is considered delinquent if the minimum payment

contractually required to be made is not received by the

specified date on the billing statement The Company

measures delinquencies both including and excluding

nonperforming loans to enable comparability with other

companies Delinquent loans purchased from Government

National Mortgage Association GNMA mortgage pools

whose repayments of principal and interest are primarily

insured by the Federal Housing Administration or guaranteed

by the Department of Veterans Affairs are excluded from

delinquency statistics In addition in certain situations

consumer lending customers account may be re-aged to

remove it from delinquent status Generally the
purpose

of re

aging accounts is to assist customers who have recently

overcome temporary financial difficulties and have

demonstrated both the ability and willingness to resume

regular payments To qualify for re-aging the account must

have been open for at least nine months and cannot have been

re-aged during the preceding 365 days An account may not

be re-aged more than two times in five-year period To

qualify for re-aging the customer must also have made three

regular minimum monthly payments within the last 90 days

In addition the Company may re-age the consumer lending

account of customer who has experienced longer-term

financial difficulties and apply modified concessionary terms

and conditions to the account Such additional re-ages are

limited to one in five-year period and must meet the

qualifications for re-aging described above All re-aging

strategies must be independently approved by the Companys

credit administration function Commercial lending loans are

generally not subject to re-aging policies

Accruing loans 90 days or more past due totaled $1.3

billion $660 million excluding covered loans at

2012 2011 2010 2009 2008

.10% .09% .15% .25% .15%

.02

.09 .08 .13 .22 .13

.02 .02

.02 .13 .01 .07 .36

.02 .04 .02 .11

.64 .98 1.63 2.80 1.55

1.27 1.36 1.86 2.59 2.20

.02 .02 .05 .11 .16

.22 .43 .49 .57 .45

.20 .38 .45 .53 .42

.31 .43 .61 .88 .56

5.86 6.15 6.04 3.59 5.25

.59% .84% 1.11% 1.19% .84%

At December 31
90 days or more past due including nonperforming loans 2012 2011 2010 2009 2008

Commercial .27% .63% 1.37% 2.25% .82%

Commercial real estate 1.50 2.55 3.73 5.22 3.34

Residential mortgages 2.14 2.73 3.70 4.59 2.44

Credit card 2.12 2.65 3.22 3.43 2.69

Other retail .66 .52 .58 .66 .47

Total loans excluding covered loans 1.11 1.54 2.19 2.87 1.57

Covered loans 9.28 12.42 12.94 9.76 8.55

Total loans 1.52% 2.30% 3.17% 3.64% 2.00%

Delinquent loan ratios exclude $3.2 billion $2.6 billion $2.6 billion $2.2 billion and $1 billion at December 31 2012 201 2010 2009 and 2008 respectively of loans purchased from

GNMA mortgage poois whose repayments are primarily insured by the Federal Housing Administration or guaranteed by the Department of Veterans Affairs Including these loans the ratio of

residential mortga gas 90 days or more past due including all nonperforming loans was 9.45 percent 9.84 percent 12.28 percent 12.86 percent and 6.95 percent at December 31 2012

20112010 2009 and 2008 respectively

Delinquent loan ratios exclude student loans that are guaranteed by the federal government Including these loans the ratio of total other retail loans 90 days or more past due including all

nonperforming loans was 1.08 percent .99 percent 1.04 percent .91 percent and .64 percent at December 31 2012 2011 2010 2009 and 2008 respectively
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At December 31

Dollars in Millions

Residential Mortgages

30-89 days

90 days or more

Nonperforming

Total

Credit Card

30-89 days

90 days or more

Nonperforming

Total

Other Retail

Retail Leasing

30-89 days

90 days or more

Nonperforming

Total

Home Equity and Second Mortgages

30-89 days

90 days or more

Nonperforming

Total

Other

30-89 days

90 days or more

Nonperforming

Total

December 31 2012 compared with $1.8 billion $843 million

excluding covered loans at December 31 2011 and $2.2

billion $1.1 billion excluding covered loans at December 31

2010 The $183 million 21.7 percent decrease excluding

covered loans reflected improvement in residential mortgages

credit card and other retail loan portfolios during 2012 These

loans are not included in nonperforming assets and continue

to accrue interest because they are adequately secured by

collateral are in the process of collection and are reasonably

expected to result in repayment or restoration to current

status or are managed in homogeneous portfolios with

specified charge-off timeframes adhering to regulatory

guidelines The ratio of accruing loans 90 days or more past

due to total loans was .59 percent .31 percent excluding

covered loans at December 31 2012 compared with

.84 percent .43 percent excluding covered loans at

December 31 2011 and 1.11 percent .61 percent excluding

covered loans at December 31 2010

The following table provides summary delinquency information for residential mortgages credit card and other retail loans

included in the consumer lending segment

As Percent of Ending

Amount Loan Balances

2012 2011 2012

348

281

661

2011

404

364

650

$1290 $1418

.79%

.64

1.50

1.09%

.98

1.75

227

217

146

2.93% 3.82%

238

236

224

1.33%

1.27

.85

1.37%

1.36

1.29

590 698

12 10

3.45% 4.02%

14 11

.22%

.02

.02

126

51

189

162

133

40

.19%

.02

.21%

.90%

.73

.22

.26%

.76%

.30

1.13

366 335

152

44

27

2.19% 1.85%

168

50

27

223 245

Excludes $3.2 billion and $2.6 billion at December31 2012 and 201 respectively of loans purchased from GNMA mortgage pools that are 90 days or more past due that continue to accrue

interest

Includes revolving credit installment automobile and student loans

.59%

.17

.11

.68%

.20

.11

.87% .99%
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term In most cases the modification is either concessionary

reduction in interest rate extension of the maturity date or

reduction in the principal balance that would otherwise not be

considered

2012 2011
Troubled Debt Restructurings Concessionary modifications are

classified as TDRs unless the modification results in only an

.65% .92%

58 90
insignificant delay in the payments to be received TDRs

1136 1167 accrue interest if the borrower complies with the revised terms

2.59% 349%
and conditions and has demonstrated repayment performance

at level commensurate with the modified terms over several

6.41% 6.70% payment cycles Loans classified as TDRs are considered

3.89 4.91 impaired loans for reporting and measurement purposes

9.60 7.99 The Company continues to work with customers to

19.90% 19.60% modify loans for borrowers who are experiencing financial

difficulties including those acquired through FDIC-assisted

.97% .92%
acquisitions Many of the Company TDRs are determined

.97 1.07

1.83 1.07
on case-by-case basis in connection with ongoing loan

collection processes
The modifications vary within each of

3.77% 3.06%
the Companys loan classes Commercial lending segment

TDRs generally include extensions of the maturity date and

may be accompanied by an increase or decrease to the interest

2012 2011 rate The Company may also work with the borrower to make

other changes to the loan to mitigate losses such as obtaining

additional collateral and/or guarantees to support
the loan

The Company has also implemented certain residential

_______________
mortgage loan restructuring programs that may result in

TDRs The Company participates in the U.S Department of

the Treasury Home Affordable Modification Program

HAMP HAMP gives qualifying homeowners an

opportunity to permanently modify their loan and achieve

more affordable monthly payments with the U.S Department

of the Treasury compensating the Company for portion of

the reduction in monthly amounts due from borrowers

participating in this program The Company also modifies

residential mortgage
loans under Federal Housing

Administration Department of Veterans Affairs and other

internal programs Under these programs the Company

provides concessions to qualifying borrowers experiencing

financial difficulties The concessions may include adjustments

to interest rates conversion of adjustable rates to fixed rates

As Percent of Ending extensions of maturity dates or deferrals of payments
Loan Balances

capitalization of accrued interest andlor outstanding advances

2012 2011 or in limited situations partial forgiveness of loan principal

3.18% 2.45%
In most instances participation in residential mortgage loan

5.86 6.15 restructuring programs requires the customer to complete

3.41 6.26 short-term trial period permanent loan modification is

12.45% 14.86% contingent on the customer successfully completing the trial

period arrangement and the loan documents are not modified

until that time The Company reports
loans in trial period

arrangement as TDRs

Credit card and other retail loan modifications are

generally part of distinct restructuring programs The

The following tables provide further information on

residential mortgages
and home equity and second mortgages

as percent of ending loan balances by borrower type at

December 31

Residential mortgages

Prime Borrowers

30-89 days

90 days or more

Nonperforming

Total

Sub-Prime Borrowers

30-89 days

90 days or more

Nonperforming

Total

Other Borrowers

30-89 days

90 days or more

Nonperforming

Total

Excludes delinquent and nonperforming information on loans purchased from GNMA

mortgage pools as their repayments are primarily insured by the Federal Housing

Administration or guaranteed by the Department of Veterans Affairs

Home equity and second mortgages

Prime Borrowers

30-89 days 64% .78%

90 days or more 28 .66

Nonperforming 1.03 .21

Total 1.95% 1.65%

Sub-Prime Borrowers

30-89 days 4.92% 5.11%

90 days or more 1.36 2.89

Nonperforming 4.10 .22

Total 10.38% 8.22%

Other Borrowers

30-89 days 1.41% 1.43%

90 days or more 47 1.43

Nonperforming 2.35 .47

Total 4.23% 3.33%

The following table provides summary delinquency

information for covered loans

Amount

At December31

Dollars in Millions 2012 2011

30-89 days 359 362

90 days or more 663 910

Nonperforming 386 926

Total $1408 $2198

Restructured Loans In certain circumstances the Company

may modify the terms of loan to maximize the collection of

amounts due when borrower is experiencing financial

difficulties or is expected to experience difficulties in the near-
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Company offers workout program providing customers

modification solutions over specified time period generally

up to 60 months The Company also provides modification

programs to qualifying customers experiencing temporary

financial hardship in which reductions are made to monthly

required minimum payments for up to 12 months

In accordance with regulatory guidance the Company

considers secured consumer loans that have had debt

discharged through bankruptcy where the borrower has not

reaffirmed the debt to be TDRs If the loan amount exceeds

the collateral value the loan is charged down to collateral

value and the remaining amount is reported as

nonperforming

Modifications to loans in the covered segment are similar

in nature to that described above for non-covered loans and

the evaluation and determination of TDR status is similar

except that acquired loans restructured after acquisition are

not considered TDRs for purposes of the Companys

accounting and disclosure if the loans evidenced credit

deterioration as of the acquisition date and are accounted for

in poois Losses associated with modifications on covered

loans including the economic impact of interest rate

reductions are generally eligible for reimbursement under the

loss sharing agreements

Short-term Modifications The Company makes short-term

modifications that it does not consider to be TDRs in limited

circumstances to assist borrowers experiencing temporary

hardships Consumer lending programs include payment

reductions deferrals of up to three past due payments and the

ability to return to current status if the borrower makes

required payments The Company may also make short-term

modifications to commercial lending loans with the most

common modification being an extension of the maturity date

of three months or less Such extensions generally are used

when the maturity date is imminent and the borrower is

experiencing some level of financial stress but the Company

believes the borrower will pay all contractual amounts owed

Short-term modifications were not material at December 31

2012

Nonperforming Assets The level of nonperforming assets

represents
another indicator of the potential for future credit

losses Nonperforming assets include nonaccrual loans

restructured loans not performing in accordance with

modified terms and not accruing interest restructured loans

that have not met the performance period required to return

to accrual status other real estate owned and other

nonperforming assets owned by the Company

Nonperforming assets are generally either originated by the

Company or acquired under FDIC loss sharing agreements

that substantially reduce the risk of credit losses to the

Company Interest payments collected from assets on

nonaccrual status are generally applied against the principal

balance and not recorded as income

At December 31 2012 total nonperforming assets were

$2.7 billion compared with $3.8 billion at December 31

2011 and $5.0 billion at December 31 2010 Excluding

covered assets nonperforming assets were $2.1 billion at

December 31 2012 compared with $2.6 billion at

December 31 2011 and $3.4 billion at December 31 2010

The $486 million 18.9 percent decrease in nonperforming

assets excluding covered assets from December 31 2011 to

December 31 2012 was primarily driven by reductions in

construction and development loans as the Company

At December31 2012

Dollars in Millions

The following table provides summary of TDRs by loan class including the delinquency status for TDRs that continue to

accrue interest and TDRs included in nonperforming assets

As Percent of Performing TDRs

Performing 30-89 Days 90 Days or More

TDRs Past Due Past Due

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

TDRs excluding GNMA and covered loans

Loans purchased from GNMA mortgage pools

Covered loans

Total $5580

281

531

2087

296

226

Nonperforming

TDRs

6.0%

3.7

6.1

11.0

8.1

1.2%

5.2

7.0

4.0

64

208

334

146

87

Total

TDRs

345

739

2421

442

313e

3421 6.3 4.1 839 4260

1778 8.7 53.0 1778

381 4.5 7.4 105 486

6.9%

Primarily represents loans less than six months from the modification date that have not met the performance period required to return to accrual status generally six months and small

business credit cards with modified rate equal to percent

Pnmarily represents loans less than six months from the modification date that have not met the performance period required to return to accrual status generally six months

Primarily represents loans with modified rate equal to percent

Includes $236 million of residential mortgage loans to borrowers that have had debt discharged through bankruptcy and $55 million in trial period arrangements

Includes $159 mill ion of other retail loans to borrowers that have had debt discharged through bankruptcy and $4 milkon in tnal period arrangements

Includes $224 million of Federal Housing Administration and Department of Veterans Affafrs residential mortgage loans to borrowers that have had debt discharged through bankruptcy and

$353 million in trial penod arrangements

19.9% $944 $6524
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continued to reduce exposure to these problem assets as well

as improvement in commercial mortgages
and other

commercial loan portfolios These decreases were partially

offset by increases in nonperforming residential mortgages

and other retail loans These increases were principally the

result of regulatory clarification in the treatment of

residential mortgage
and other consumer loans to borrowers

who have had debt discharged through bankruptcy and the

inclusion beginning in the second quarter of 2012 of junior

lien loans and lines greater than 120 days past due as well as

junior lien loans behind first lien greater than 180 days past

due or on nonaccrual status as nonperforming loans These

changes did not have material impact on the Companys

allowance for credit losses Nonperforming covered assets at

December 31 2012 were $583 million compared with

$1.2 billion at December 31 2011 and $1.7 billion at

December 31 2010 These assets are covered by loss sharing

agreements with the FDIC that substantially reduce the risk of

credit losses to the Company The ratio of total

nonperforming assets to total loans and other real estate was

1.19 percent .98 percent excluding covered assets at

December 31 2012 compared with 1.79 percent

1.32 percent excluding covered assets at December 31 2011

and 2.55 percent 1.87 percent excluding covered assets at

December 31 2010

Other real estate owned excluding covered assets was

$381 million at December 31 2012 compared with

$404 million at December 31 2011 and $511 million at

December 31 2010 and was related to foreclosed properties

that previously secured loan balances Other real estate owned

includes properties vacated by the borrower and maintained

by Company regardless of whether title in the property has

transferred to the Company

The following table provides an analysis of other real estate

owned excluding covered assets as percent of their related

loan balances including geographical location detail for

residential residential mortgage home equity and second

mortgage and commercial commercial and commercial real

estate loan balances

Residential

Minnesota 20

Illinois 19

California 16

Washington 14

Florida 14

All other states 185

Total residential

Commercial

Missouri

Nevada

Arizona

California

Washington

All other states

Total commercial

22 .34% .39%

10 .55 .31

16 .18 .22

.38 .18

1.55 .60

92 .49 .26

268 151 .44 .27

17 .37 .12

11 44 .87 3.13

10 16 .83 1.41

26 .05 .18

.11 .15

60 153 .08 .23

113 253 .11 .27

.18%

At December 31

Dollars in Millions

As Percent of Ending

Amount Loan Balances

2012 2011 2012 2011

Total $381 $404 .21%
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Dollars in Millions

Balance December 31 2011

Additions to nonperforming assets

New nonaccrual loans and foreclosed properties

Advances on loans

Total additions

Reductions in nonperforming assets

Paydowns payoffs

Net sales

Return to performing status

Charge-offs

Total reductions

Net additions to reductions in nonperforming assets

Balance December 31 2012..

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

Escludes $3.2 billion $2.6 billion $2.6 billion $2.2 billion and $t billion at December 31 2012 2011 2010 2009 and 2008 respectively of loans purchased from GNMA mortgage pools

that are 90 days or more past due that continue to accrue interest as their repayments are primarily insured by the Federal Housing Administration or guaranteed by the Department of

Veterans Affairs

Foreclosed GNMA loans of $548 million $692 mition $575 million $359 milton and $209 million at December31 2012 2011 2010 2009 and 2008 respectively continue to accrue interest

and are recorded as other assets and excluded from nonperforming assets because they are insured by the Federal Housing Administration or guaranteed by the Department of Veterans

Affairs

Includes equity investments in entities whose principal assets are other real estate owned

Charge-offs exclude actions for certain card products and loan sales that were not clsssified as nonperforming at the time the charge-off occurred

Residential mortgage information excludes changes related to residential
mortgages

serviced by others

TABLE 16

2012 2011 2010 2009 2008

Nonperforming Assets

At December 31 Dollars in Millions

Commercial

Commercial

Lease financing

Total commercial

Commercial Real Estate

Commercial mortgages

Construction and development

Total commercial real estate

Residential Mortgages

Credit Card

Other Retail

Retail leasing

Other

Total other retail

Total nonperforming loans excluding covered loans

Covered Loans

Total nonperforming loans

Other Real Estate

Covered Other Real Estate

Other Assets

Total nonperforming assets

Total nonperforming assets excluding covered assets

Excluding Covered Assets

Accruing loans 90 days or more past due

Nonperforming loans to total loans

Nonperforming assets to total loans plus other real estate

Including Covered Assets

Accruing loans 90 days or more past due

Nonperforming loans to total loans

Nonperforming assets to total loans plus other real estate

107 280 519 866 290

16 32 78 125 102

123 312 597 991 392

308 354 545 581 294

238 545 748 1192 780

546 899 1293 1773 1074

661 650 636 467 210

146 224 228 142 67

216 67 65 62 25

217 67 65 62 25

1693 2152 2819 3435 1768

386 926 1244 1350 369

2079 3078 4063 4785 2137

381 404 511 437 190

197 274 453 653 274

14 18 21 32 23

$2671 $3774 $5048 $5907 $2624

$3904 $1981$2088 $2574 $3351

660

.80%

.98%

$1323

.93%

1.19%

Changes in Nonperforming Assets

843

1.10%

1.32%

$1753

1.47%

1.79%

$1094

1.57%

1.87%

$2184

2.06%

2.55%

$1525

1.99%

2.25%

$2309

2.46%

3.02%

967

1.02%

1.14%

$1554

1.16%

1.42%

Commercial and

Commercial

Real Estate

$1475

864

46

Credit Card

Other Retail

and Residential

Mortgages

$1099

1203

Covered

Assets

$1200

Total

$3774

267 2334

46

910 1203 267 2380

711 301 598 1610
344 135 237 716

43 137 36 216
507 421 13 941

1605 994 884 3483

695 209 617 1103

780 $1308 583 $2671
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Analysis of Loan Net Charge-o ifs Total loan net charge-offs

were $2.1 billion in 2012 compared with $2.8 billion in 2011

and $4.2 billion in 2010 The ratio of total loan net charge

offs to average loans was .97 percent in 2012 compared with

1.41 percent
in 2011 and 2.17 percent in 2010 The decrease

in total net charge-offs in 2012 compared with 2011 was due

to improvement in most loan categories as economic

conditions continued to slowly improve

Commercial and commercial real estate loan net charge

offs for 2012 were $441 million .45 percent
of

average
loans

outstanding compared with $904 million 1.04 percent
of

average loans outstanding in 2011 and $1.7 billion

2.06 percent of average loans outstanding in 2010 The

decrease in net charge-offs in 2012 compared with 2011

reflected the Companys continued efforts to resolve and

reduce exposure to problem assets in its commercial real

estate portfolios and improvement in its other commercial

portfolios due to the continued improvement in the economy

The decrease in net charge-offs in 2011 compared with 2010

also reflected efforts to reduce exposure to problem assets in

the Companys commercial real estate portfolios and

improvement in the other commercial portfolios

TABLE 17

Year Ended December 31

Net Charge-Offs as Percent of Average Loans Outstanding

2012 2011 2010 2009 2008

Commercial

Commercial 43% .76% 1.80% 1.60% .53%

Leasefinancing 63 .96 1.47 2.82 1.36

Total commercial 45 .79 1.76 1.75 .63

Commercial Real Estate

Commercial mortgages 37 .73 1.23 .42 .15

Construction and development 86 4.20 6.32 5.35 1.48

Total commercial real estate 45 1.40 2.47 1.82 .55

Residential Mortgages 1.09 1.45 1.97 2.00 1.01

Credit Card 4.01 5.19 7.32 6.90 4.73

Other Retail

Retail leasing 04 .27 .74 .65

Home equity and second mortgages 1.72 1.66 1.72 1.75 1.01

Other 94 1.20 1.68 1.85 1.39

Total other retail 1.13 1.25 1.56 1.69 1.15

Total loans excluding covered loans 1.03 1.53 2.41 2.23 1.10

Covered Loans 08 .07 .09 .09 .38

.97% 1.41% 2.17% 2.08% 1.10%Total loans

Net charge-off as percent of
average

loans outstanding excluding portfolio purchases where the acquired loans were recorded at fair value at the purchase date were 16 percent 5.36

percent 7.99 percent and 7.14 percent for the years ended December 31 2012 20t 20t0 and 2009 respectively

Residential mortgage loan net charge-offs for 2012 were

$438 million 1.09 percent of average loans outstanding

compared with $489 million 1.45 percent of average loans

outstanding in 2011 and $546 million 1.97 percent of

average loans outstanding in 2010 Credit card loan net

charge-offs in 2012 were $667 million 4.01 percent of

average loans outstanding compared with $834 million

5.19 percent of average loans outstanding in 2011 and

$1.2 billion 7.32 percent of average loans outstanding in

2010 Other retail loan net charge-offs for 2012 were

$541 million 1.13 percent of average loans outstanding

compared with $604 million 1.25 percent of average loans

outstanding in 2011 and $745 million 1.56 percent of

average loans outstanding in 2010 The decrease in total

residential mortgage credit card and other retail loan net

charge-offs in 2012 compared with 2011 reflected the impact

of more stable economic conditions partially offset by current

year incremental charge-offs in the residential mortgages and

other retail loan portfolios related to regulatory clarification

on bankruptcy loans The decrease in total residential

mortgage credit card and other retail loan net charge-offs in

2011 compared with 2010 reflected the impact of more

stable economic conditions
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December 31 2012 was 226 percent compared with 176

percent at December 31 2011 as net charge-offs continue to

decline due to stabilizing economic conditions Management

determined the allowance for credit losses was appropriate at

2012 2011 December 31 2012

The allowance recorded for loans in the commercial lending

.95% 1.34%
segment is based on reviews of individual credit relationships

6.43 6.18
and considers the migration analysis of commercial lending

1.88 1.80 segment loans and actual loss experience The Company

currently uses 12-year period of historical losses in considering

04
actual loss experience because it believes that period best reflects

the losses incurred in the portfolio This timeframe and the

1.09 1.45

results of the analysis are evaluated quarterly to determine if

they are appropriate The allowance recorded for impaired loans

1.53% 1.45%
greater than $5 million in the commercial lending segment is

8.85 16
based on an individual loan analysis utilizing expected cash

2.37 .91
flows discounted using the original effective interest rate the

.72
observable market price or the fair value of the collateral for

collateral-dependent loans The allowance recorded for all other

commercial lending segment loans is determined on

homogenous pool basis and includes consideration of product

mix risk characteristics of the portfolio bankruptcy experience

and historical losses adjusted for current trends The allowance

established for commercial lending segment loans was

$1.9 billion at December 31 2012 compared with $2.2 billion

at December 31 2011 The decrease in the allowance for

commercial lending segment loans of $256 million at

December 31 2012 compared with December 31 2011

reflected the impact of efforts by the Company to resolve and

reduce exposure to problem assets in the commercial real estate

portfolios and overall improvement in economic conditions

affecting incurred losses partially offset by growth in the

portfolios

The allowance recorded for purchased impaired and TDR

loans in the consumer lending segment is determined on

homogenous pool basis utilizing expected cash flows discounted

using the original effective interest rate of the pool The

allowance for collateral-dependent loans in the consumer

lending segment is determined based on the fair value of the

collateral The allowance recorded for all other consumer

lending segment loans is determined on homogenous pool

basis and includes consideration of product mix risk

characteristics of the portfolio bankruptcy experience

delinquency status refreshed LTV ratios when possible

portfolio growth and historical losses adjusted for current

trends Credit card and other retail loans 90 days or more past

due are generally not placed on nonaccrual status because of the

relatively short period of time to charge-off and therefore are

excluded from nonperforming loans and measures that include

nonperforming loans as part of the calculation

When evaluating the appropriateness of the allowance for

credit losses for any loans and lines in junior lien position

The following table provides an analysis of net charge-offs as

percent of average loans outstanding for residential mortgages

and home equity and second mortgages by borrower type

Average Loans Percent of Average Loans
Year Ended December31

Dollars in Millions 2012 2011

$32811 $26642

1725 1975

745 555

5009 4539

Residential Mortgages

Prime borrowers

Sub-prime

borrowers

Other borrowers...

Loans purchased

from GNMA

mortgage pools

Total

Home Equity and

Second Mortgages

Prime borrowers

Sub-prime

borrowers

Other borrowers...

Total

$40290 $33711

$16622 $17646

407 491

422 418

$17451 $18555

Pepresents loans purchased from GNMA mortgage pools whose payments are primarily

insured by the Federal Housing Administration or guaranteed by the Department of

Veterans Affairs

Analysis and Determination of the Allowance for Credit Losses

The allowance for credit losses reserves for probable and

estimable losses incurred in the Companys loan and lease

portfolio and includes certain amounts that do not represent
loss

exposure to the Company because those losses are recoverable

under loss sharing agreements with the FDIC The allowance for

credit losses is increased through provisions charged to operating

earnings and reduced by net charge-offs Management evaluates

the allowance each quarter to ensure it appropriately reserves for

incurred losses The evaluation of each element and the overall

allowance is based on continuing assessment of problem loans

recent loss experience and other factors including regulatory

guidance and economic conditions Because business processes

and credit risks associated with unfunded credit commitments

are essentially the same as for loans the Company utilizes

similar
processes to estimate its

liability
for unfunded credit

commitments which is included in other liabilities in the

Consolidated Balance Sheet Both the allowance for loan losses

and the liability for unfunded credit commitments are included

in the Companys analysis of credit losses and reported reserve

ratios

At December 31 2012 the allowance for credit losses was

$4.7 billion 2.12 percent of total loans and 2.15 percent of

loans excluding covered loans compared with an allowance of

$5.0 billion 2.39 percent of total loans and 2.52 percent of

loans excluding covered loans at December 31 2011 The ratio

of the allowance for credit losses to nonperforming loans was

228 percent 269 percent excluding covered loans at December

31 2012 compared with 163 percent 228 percent excluding

covered loans at December 31 2011 The ratio of the

allowance for credit losses to annual loan net charge-offs at
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TABLE 18

2011 2010

$5531 $5264

2009 2008

$3639 $2260

423 784 769 282

93 134 227 113

516 918 996 395

231 333 103 34

312 538 516 139

543 871 619 173

502 554 493 236

922 1270 1093 630

10 25 47 41

327 348 347 185

396 490 504 344

733 863 898 570

13 20 12

3229 4496 4111 2009

__________
Summary of Allowance for Credit Losses

Dollars in Millions
2012

Balance at beginning of year
$5014

Charge-Offs

Commercial

Commercial 312

Lease financing
66

Total commercial 378

Commercial real estate

Commercial mortgages 145

Construction and development 97

Total commercial real estate 242

Residential mortgages 461

Credit card 769

Other retail

Retail leasing

Home equity
and second mortgages 327

Other 330

Total other retail 666

Covered loans 11

Total charge-offs 2527
Recoveries

Commercial

Commercial 72

Lease financing
31

Total commercial 103

Commercial real estate

Commercial mortgages 31

Construction and development 45

Total commercial real estate 76

Residential mortgages 23

Credit card 102

Other retail

Retail leasing

Home equity and second mortgages 26

Other

Total other retail 125

Covered loans

Total recoveries 430

Net Charge-Offs

Commercial

Commercial 240

Lease financing
35

Total commercial 275

Commercial real estate

Commercial mortgages 114

Construction and development 52

Total commercial real estate 166

Residential mortgages 438

Credit card 667

Other retail

Retail leasing

Home equity
and second mortgages 301

Other 238

Total other retail 541

Covered loans 10

Total net charge-offs 2097

Provision for credit losses 1882
Net change for credit losses to be reimbursed by the FDIC 33
Other changes 33

Balance at end of year $4733

Components

Allowance for loan losses excluding losses to be reimbursed by the FDIC $4382

Allowance for credit losses to be reimbursed by the FDIC 42

Liability for unfunded credit commitments 309

Total allowance for credit losses $4733

Allowance for Credit Losses as Percentage of

Period-end loans excluding covered loans 2.15%

Nonperforming loans excluding covered loans 269

Nonperforming and accruing loans 90 days or more past due excluding covered loans 194

Nonperforming assets excluding covered assets 218

Net charge-offs excluding covered loans 218

Period-end loans 2.12%

Nonperforming loans 228

Nonperforming and accruing loans 90 days or more past due 139

Non perf orming assets 177

Net charge-offs 226

74 48 30 27

36 43 40 26

110 91 70 53

22 13

23 13

45 26

13

88 70 62 65

10 13 11

19 17

100 88 81 56

129 118 101 69

386 315 243 190

349 736 739 255

57 91 187 87

406 827 926 342

209 320 101 33

289 525 513 139

498 845 614 172

489 546 489 234

834 1200 1031 565

12 36 35

308 331 338 178

296 402 423 288

604 745 797 501

12 18 11

2843 4181 3868 1819

2343 4356 5557 3096

17 92

64 102

$5014 $5531 $5264 $3639

$4678 $5218 $5079 $3514
75 92

261 221 185 125

$5014 $5531 $5264 $3639

2.52%
228

164

191

174

2.39%
163

104

133

176

3.03%
192

138

162

130

2.81%
136

89

110

132

3.04%
153

106

135

136

2.70%
110

74

89

136

Note At December 31 2012 and 2011 $1.7 billion and $1.8 billion respectively of the total allowance for credit losses related to incurred losses on credit card and other retail loans

Relates to covered loan charge-o ifs and recovenes not reimbursable by the FDIC

2.09%

206

133

184

201

1.97%
170

99

139

200

U.S BANCORP 49



At December 31 Dollars in Millions

Commercial

Commercial

Lease financing

Total commercial

Commercial Real Estate

Commercial mortgages

Construction and development

Total commercial real estate

Residential Mortgages

Credit Card

Other Retail

Retail leasing

Home equity and second mortgages..

Other

Total other retail

Covered Loans

Total allowance

the Company considers the delinquency and modification

status of the first lien At December 31 2012 the Company

serviced the first lien on 32 percent of the home equity loans

and lines in junior lien position The Company also

considers information received from its primary regulator on

the status of the first liens that are serviced by other large

servicers in the industry and the status of first lien mortgage

accounts reported on customer credit bureau files Regardless

of whether or not the Company services the first lien an

assessment is made of economic conditions problem loans

recent loss experience and other factors in determining the

allowance for credit losses Based on the available

information the Company estimated $505 million or 3.0

percent of the total home equity portfolio at December 31

2012 represented junior liens where the first lien was

delinquent or modified

The Company uses historical loss experience on the loans

and lines in junior lien position where the first lien is

serviced by the Company or can be identified in credit bureau

data to establish loss estimates for junior lien loans and lines

the Company services when they are current but the first lien

is delinquent or modified Historically the number of junior

lien defaults in any period has been small percentage of the

total portfolio for example only 1.7 percent for the twelve

months ended December 31 2012 and the long-term average

loss rate on the small percentage of loans that default has been

approximately 80 percent In periods of economic stress such

as the current environment the Company has experienced loss

severity rates in excess of 90 percent
for junior liens that

default In addition the Company obtains updated credit

scores on its home equity portfolio each quarter and in some

cases more frequently and uses this information to

qualitatively supplement its loss estimation methods Credit

score distributions for the portfolio are monitored monthly

and any changes in the distribution are one of the factors

considered in assessing the Companys loss estimates

The allowance established for consumer lending segment

loans was $2.6 billion at December 31 2012 compared with

$2.8 billion at December 31 2011 The $104 million decrease

in the allowance for consumer lending segment loans at

December 31 2012 compared with December 31 2011

reflected the impact of more stable economic conditions

The allowance for the covered loan segment is evaluated

each quarter in manner similar to that described for non-

covered loans and represents any decreases in expected cash

flows on those loans after the acquisition date The provision

for credit losses for covered loans considers the

indemnification provided by the FDIC The allowance

established for covered loans was $179 million at

December 31 2012 compared with $100 million at

December 31 2011 The increase reflected delay in the

anticipated timing of defaults and collateral disposition

In addition the evaluation of the appropriate allowance

for credit losses for purchased non-impaired loans acquired

after January 2009 in the various loan segments considers

credit discounts recorded as part of the initial determination

of the fair value of the loans For these loans no allowance

for credit losses is recorded at the purchase date Credit

discounts representing the principal losses expected over the

life of the loans are component of the initial fair value

Subsequent to the purchase date the methods utilized to

estimate the required allowance for credit losses for these

loans is similar to originated loans however the Company

records provision for credit losses only when the required

TABLE 19 Elements of the Allowance for Credit Losses

Allowance Amount Allowance as Percent of Loans

2012 2011 2010 2009 2008 2012 2011 2010 2009 2008

979 929 992 $1026 782 1.61% 1.83% 2.35% 2.43% 1.57%

72 81 112 182 208 1.31 1.37 1.83 2.78 3.03

1051 1010 1104 1208 990 1.59 1.78 2.28 2.48 1.75

641 850 929 548 258 2.07 2.87 3.41 2.17 1.10

216 304 362 453 191 3.63 4.91 4.86 5.16 1.95

857 1154 1291 1001 449 2.32 3.22 3.72 2.94 1.35

935 927 820 672 524 2.12 2.50 2.67 2.58 2.22

863 992 1395 1495 926 5.04 5.71 8.30 8.89 6.85

11 12 11 30 49 .20 .23 .24 .66 .96

583 536 411 374 255 3.49 2.96 2.17 1.92 1.33

254 283 385 467 372 .99 1.14 1.55 2.02 1.65

848 831 807 871 676 1.78 1.73 1.67 1.85 1.44

179 100 114 17 74 1.58 .68 .63 .08 .66

$4733 $5014 $5531 $5264 $3639 2.12% 2.39% 2.81% 2.70% 1.97%
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allowance net of any expected reimbursement under any loss valuation reviews and monitoring of residual value gains or

sharing agreements with the FDIC exceeds any remaining

credit discounts

The evaluation of the appropriate allowance for credit

losses for purchased impaired loans in the various loan

segments considers the expected cash flows to be collected

from the borrower These loans are initially recorded at fair

value and therefore no allowance for credit losses is recorded

at the purchase date

Subsequent to the purchase date the expected cash flows

of purchased loans are subject to evaluation Decreases in the

present value of expected cash flows are recognized by

recording an allowance for credit losses with the related

provision for credit losses reduced for the amount

reimbursable by the FDIC where applicable If the expected

cash flows on the purchased loans increase such that

previously recorded impairment allowance can be reversed the

Company records reduction in the allowance with related

reduction in losses reimbursable by the FDIC where

applicable Increases in expected cash flows of purchased loans

and decreases in expected cash flows of the FDIC

indemnification assets when there are no previous impairment

allowances are considered together and recognized over the

remaining life of the loans Refer to Note of the Notes to

Consolidated Financial Statements for more information

The Companys methodology for determining the

appropriate allowance for credit losses for all the loan

segments also considers the imprecision inherent in the

methodologies used As result in addition to the amounts

determined under the methodologies described above

management also considers the potential impact of other

qualitative factors which include but are not limited to

economic factors geographic and other concentration risks

delinquency and nonaccrual trends current business

conditions changes in lending policy underwriting standards

internal review and other relevant business practices and the

regulatory environment The consideration of these items

results in adjustments to allowance amounts included in the

Companys allowance for credit losses for each of the above

loan segments Table 19 shows the amount of the allowance

for credit losses by loan segment class and underlying

portfolio category

Although the Company determines the amount of each

element of the allowance separately and considers this process

to be an important credit management tool the entire

allowance for credit losses is available for the entire loan

portfolio The actual amount of losses incurred can vary

significantly from the estimated amounts

Residual Value Risk Management The Company manages its

risk to changes in the residual value of leased assets through

disciplined residual valuation setting at the inception of

lease diversification of its leased assets regular residual asset

losses upon the disposition of assets Commercial lease

originations are subject to the same well-defined underwriting

standards referred to in the Credit Risk Management

section which includes an evaluation of the residual value risk

Retail lease residual value risk is mitigated further by

originating longer-term vehicle leases and effective end-of-

term marketing of off-lease vehicles

Included in the retail leasing portfolio was approximately

$3.8 billion of retail leasing residuals at December 31 2012

compared with $3.4 billion at December 31 2011 The

Company monitors concentrations of leases by manufacturer

and vehicle make and model As of December 31 2012

vehicle lease residuals related to sport utility vehicles were

55.9
percent of the portfolio while mid-range and upscale

vehicle classes represented approximately 17.9 percent and

13.8 percent of the portfolio respectively At year-end 2012

the largest vehicle-type concentration represented 7.5 percent

of the
aggregate residual value of the vehicles in the portfolio

At December 31 2012 the weighted-average origination term

of the portfolio was 41 months compared with 42 months at

December 31 2011

Since the beginning of 2009 used vehicle prices have

increased substantially as sales of new vehicles were affected

by the financial condition of the automobile manufacturers

various government programs and involvement with the

manufacturers and consumers preference for used instead of

new vehicles due to uncertainty about the economy As

economic conditions continue to improve new vehicle sales

and production have increased and the demand for and price

of used vehicles has begun to decrease

At December 31 2012 the commercial leasing portfolio

had $567 million of residuals compared with $620 million at

December 31 2011 At year-end 2012 lease residuals related

to trucks and other transportation equipment were 33.2

percent of the total residual portfolio Business and office

equipment represented 24.4 percent of the aggregate portfolio

while railcars represented 11.9 percent and manufacturing

equipment represented 10.0 percent No other concentrations

of more than 10 percent existed at December 31 2012

Operational Risk Management Operational risk
represents the

risk of loss resulting from the Companys operations

including but not limited to the risk of fraud by employees or

persons outside the Company unauthorized access to its

computer systems the execution of unauthorized transactions

by employees errors relating to transaction processing and

technology breaches of internal controls and in data security

compliance requirements and business continuation and

disaster recovery Operational risk also includes the potential

legal actions that could arise as result of an operational

deficiency or as result of noncompliance with applicable

regulatory standards adverse business decisions or their
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implementation and customer attrition due to potential

negative publicity

The Company operates in many different businesses in

diverse markets and relies on the ability of its employees and

systems to process high number of transactions Operational

risk is inherent in all business activities and the management

of this risk is important to the achievement of the Companys

objectives In the event of breakdown in the internal control

system unauthorized access or improper operation of systems

or improper employees actions the Company could suffer

financial loss face regulatory action and suffer damage to its

reputation

The Company manages operational risk through risk

management framework and its internal control processes

Within this framework the Risk Management Committee of

the Companys Board of Directors provides oversight and

assesses the most significant operational risks facing the

Company within its business lines Under the guidance of the

Risk Management Committee enterprise risk management

personnel establish policies and interact with business lines to

monitor significant operating risks on regular basis In

addition enterprise risk management is responsible for

establishing culture of compliance and compliance program

standards and policies and performing risk assessments on

the business lines adherence to laws rules regulations and

internal policies and procedures

The significant increase in regulation and regulatory

oversight initiatives over the past three years has substantially

increased the importance of the Companys enterprise risk

management personnel and activities For example the

Consumer Financial Protection Bureau CFPB has

authority to prescribe rules or issue orders or guidelines

pursuant to any federal consumer financial law The CFPB

regulates and examines the Company its banks and other

subsidiaries with respect to matters that relate to these laws

and consumer financial services and products The CFPBs

rulemaking examination and enforcement authority increases

enforcement risk in this area and has even resulted in fines

and penalties against certain of the Companys competitors

Refer to Supervision and Regulation in the Companys

Annual Report on Form 10-K for further discussion of the

regulatory framework applicable to bank holding companies

and their subsidiaries and the substantial changes to that

regulation

Business lines have direct and primary responsibility and

accountability for identifying controlling and monitoring

operational risks embedded in their business activities

Business managers maintain system
of controls with the

objective of providing proper transaction authorization and

execution proper system operations safeguarding of assets

from misuse or theft and ensuring the reliability of financial

and other data Business managers ensure the controls are

appropriate
and are implemented as designed

Each business line within the Company has designated

risk managers These risk managers are responsible for

among other things coordinating the completion of ongoing

risk assessments and ensuring that operational risk

management is integrated into business decision-making

activities The Companys internal audit function validates the

system
of internal controls through regular and ongoing risk-

based audit procedures and reports on the effectiveness of

internal controls to executive management and the Audit

Committee of the Board of Directors Management also

provides various operational risk-related reporting to the Risk

Management Committee of the Board of Directors

Customer-related business conditions may also increase

operational risk or the level of operational losses in certain

transaction processing business units including merchant

processing activities Ongoing risk monitoring of customer

activities and their financial condition and operational

processes serve to mitigate customer-related operational risk

Refer to Note 21 of the Notes to Consolidated Financial

Statements for further discussion on merchant processing

Business continuation and disaster recovery planning is also

critical to effectively managing operational risks Each

business unit of the Company is required to develop maintain

and test these plans at least annually to ensure that recovery

activities if needed can support mission critical functions

including technology networks and data centers supporting

customer applications and business operations

While the Company believes it has designed effective

methods to minimize operational risks there is no absolute

assurance that business disruption or operational losses would

not occur in the event of disaster On an ongoing basis

management makes process changes and investments to

enhance its systems
of internal controls and business

continuity and disaster recovery plans

Recently the Company and other large financial

institutions were targets of various denial-of-service attacks on

customer-facing websites and computer systems as part of

what is believed to have been coordinated effort to disrupt

the operations of financial institutions As result of the

Companys controls processes and systems to protect its

networks computers software and data from attack damage

or unauthorized access the Company has not experienced any

material losses relating to these or other attempts to attack its

systems However attack attempts on the Companys

computer systems are increasing and the Company continues

to develop and enhance its controls and processes to protect

against these attempts

Interest Rate Risk Management In the banking industry

changes in interest rates are significant risk that can impact
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earnings market valuations and safety and soundness of an

entity To minimize the volatility of net interest income and

the market value of assets and liabilities the Company

manages its exposure to changes in interest rates through asset

and liability management activities within guidelines

established by its Asset Liability Committee ALCO and

approved by the Board of Directors The ALCO has the

responsibility for approving and ensuring compliance with the

ALCO management policies including interest rate risk

exposure The Company uses net interest income simulation

analysis and market value of equity modeling for measuring

and analyzing consolidated interest rate risk

Net Interest Income Simulation Analysis One of the primary

tools used to measure interest rate risk and the effect of

interest rate changes on net interest income is simulation

analysis The monthly analysis incorporates substantially all

of the Companys assets and liabilities and off-balance sheet

instruments together with forecasted changes in the balance

sheet and assumptions that reflect the current interest rate

environment Through this simulation management estimates

the impact on net interest income of 200 basis point bps
upward or downward gradual change of market interest rates

over one-year period The simulation also estimates the

effect of immediate and sustained parallel shifts in the yield

curve of 50 bps as well as the effect of immediate and

sustained flattening or steepening of the yield curve This

simulation includes assumptions about how the balance sheet

is likely to be affected by changes in loan and deposit growth

Assumptions are made to project interest rates for new loans

and deposits based on historical analysis managements

outlook and re-pricing strategies These assumptions are

validated on periodic basis sensitivity analysis is provided

for key variables of the simulation The results are reviewed

by the ALCO monthly and are used to guide asset/liability

management strategies

The table below summarizes the projected impact to net

interest income over the next 12 months of various potential

interest rate changes The Company manages its interest rate

risk position by holding assets on the balance sheet with

desired interest rate risk characteristics implementing certain

Sensitivity of Net Interest Income

pricing strategies for loans and deposits and through the

selection of derivatives and various funding and investment

portfolio strategies The Company manages the overall interest

rate risk profile within policy limits The ALCO policy limits

the estimated change in net interest income in gradual 200

bps rate change scenario to 4.0 percent decline of forecasted

net interest income over the next 12 months At December 31

2012 and 2011 the Company was within policy

Market Value of Equity Modeling The Company also manages

interest rate sensitivity by utilizing market value of equity

modeling which measures the degree to which the market values

of the Companys assets and liabilities and off-balance sheet

instruments will change given change in interest rates

Management measures the impact of changes in market interest

rates under number of scenarios including immediate and

sustained parallel shifts and flattening or steepening of the yield

curve The ALCO policy limits the change in the market value of

equity in 200 bps parallel rate shock to 15.0 percent decline

200 bps increase would have resulted in 2.5 percent decrease

in the market value of equity at December 31 2012 compared

with 2.0 percent decrease at December 31 2011 200 bps

decrease where possible given current rates would have resulted

in 5.3 percent decrease in the market value of equity at

December 31 2012 compared with 6.4 percent decrease at

December 31 2011

The valuation analysis is dependent upon certain key

assumptions about the nature of assets and liabilities with

non-contractual maturities Management estimates the

average life and rate characteristics of asset and liability

accounts based upon historical analysis and managements

expectation of rate behavior Mortgage prepayment

assumptions are based on many key variables including

current and projected interest rates compared with underlying

contractual rates the time since origination and period to next

reset date if floating rate loans and other factors including

housing price indices and geography which are updated

regularly based on historical experience and forward market

expectations The balance and pricing assumptions of deposits

that have no stated maturity are based on historical

performance the competitive environment customer

Up 200 bps Down 50bps
Gradual Immediate

1.90%Net interest income

December31 2012

Down 50 bps Up 50 bps Down 200 bps

Immediate Immediate Gradual

1.42%

Given the current level of interest rates downward rate scenario can not be computed

December 31 2011

Up 50 bps Down 200 bps

Immediate Gradual

1.57%

Up 200 bps

Gradual

1.92%
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behavior and product mix These assumptions are validated

on periodic basis sensitivity analysis of key variables of

the valuation analysis is provided to the ALCO monthly and

is used to guide asset/liability management strategies

Use of Derivatives to Manage Interest Rate and Other Risks To

reduce the sensitivity of earnings to interest rate prepayment

credit price and foreign currency fluctuations asset and

liability management positions the Company enters into

derivative transactions The Company uses derivatives for

asset and liability management purposes primarily in the

following ways

To convert fixed-rate debt from fixed-rate payments to

floating-rate payments

To convert the cash flows associated with floating-rate

loans and debt from floating-rate payments to fixed-rate

payments

To mitigate changes in value of the Companys mortgage

origination pipeline funded mortgage loans held for sale

and MSRs

To mitigate remeasurement volatility of foreign currency

denominated balances and

To mitigate the volatility of the Companys investment in

foreign operations driven by fluctuations in foreign

currency exchange rates

To manage these risks the Company may enter into

exchange-traded and over-the-counter derivative contracts

including interest rate swaps swaptions futures forwards

and options In addition the Company enters into interest

rate and foreign exchange derivative contracts to support the

business requirements of its customers customer-related

positions The Company minimizes the market and liquidity

risks of customer-related positions by entering into similar

offsetting positions with broker-dealers The Company does

not utilize derivatives for speculative purposes

The Company does not designate all of the derivatives

that it enters into for risk management purposes as accounting

hedges because of the inefficiency of applying the accounting

requirements and may instead elect fair value accounting for

the related hedged items In particular the Company enters

into interest rate swaps forward commitments to buy to-be-

announced securities TBAs U.S Treasury futures and

options on U.S Treasury futures to mitigate fluctuations in

the value of its MSRs but does not designate those derivatives

as accounting hedges The estimated net sensitivity to changes

in interest rates of the fair value of the MSRs and the related

derivative instruments at December 31 2012 to an immediate

25 50 and 100 bps downward movement in interest rates

would be an increase of approximately $6 million $32

million and $103 million respectively An upward movement

in interest rates at December 31 2012 of 25 and 50 bps

would increase the fair value of the MSRs and related

derivative instruments by approximately $5 million and $6

million respectively while 100 bps increase would decrease

the fair value of the MSRs and related derivative instruments

by $6 million Refer to Note of the Notes to Consolidated

Financial Statements for additional information regarding

MSRs

Additionally the Company uses forward commitments to

sell TBAs and other commitments to sell residential mortgage

loans at specified prices to economically hedge the interest

rate risk in its residential mortgage loan production activities

At December 31 2012 the Company had $18.5 billion of

forward commitments to sell hedging $7.4 billion of

mortgage loans held for sale and $15.1 billion of unfunded

mortgage loan commitments The forward commitments to

sell and the unfunded mortgage loan commitments on loans

intended to be sold are considered derivatives under the

accounting guidance related to accounting for derivative

instruments and hedging activities The Company has elected

the fair value option for the mortgage loans held for sale

Derivatives are subject to credit risk associated with

counterparties to the contracts Credit risk associated with

derivatives is measured by the Company based on the

probability of
counterparty

default The Company manages

the credit risk of its derivative positions by diversifying its

positions among various counterparties by entering into

master netting agreements and where possible by requiring

collateral agreements The Company may also transfer

counterparty credit risk related to interest rate swaps to third

parties through the use of risk participation agreements

For additional information on derivatives and hedging

activities refer to Note 19 in the Notes to Consolidated

Financial Statements

Market Risk Management In addition to interest rate risk the

Company is exposed to other forms of market risk principally

related to trading activities which support customers

strategies to manage their own foreign currency
interest rate

risk and funding activities The Companys Market Risk

Committee MRC underneath the ALCO oversees market

risk management The MRC monitors and reviews the

Companys trading positions and establishes policies for

market risk management including exposure limits for each

portfolio The Company uses Value at Risk VaR
approach to measure general market risk Theoretically VaR

represents the statistical risk of loss the Company has to

adverse market movements over one-day time horizon The

Company uses the Historical Simulation method to calculate

VaR for its trading businesses measured at the ninety-ninth

percentile using one-year look-back period for distributions

derived from
past

market data The market factors used in the

calculations include those pertinent to market risks inherent in
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The Risk Management Committee of the Companysthe underlying trading portfolios principally those that affect

its investment grade bond trading business foreign currency

transaction business client derivatives business loan trading

business and municipal securities business On average the

Company expects the one-day VaR to be exceeded two to

three times per year in each business The Company monitors

the effectiveness of its risk programs by back-testing the

performance of its VaR models regularly updating the

historical data used by the VaR models and stress testing If

the Company were to experience market losses in excess of

the estimated VaR more often than expected the VaR models

and associated assumptions would be analyzed and adjusted

The Company stress tests its market risk measurements to

provide management with perspectives on market events that

may not be captured by its VaR models including worst case

historical market movement combinations that have not

necessarily occurred on the same date

The average high and low VaR amounts for the

Companys trading positions for 2012 were $1 million $3

million and $1 million respectively compared with $2

million $4 million and $1 million respectively for 2011

The Company also measures the market risk of its

hedging activities related to MSRs and residential mortgage

loans held for sale using the Historical Simulation method

The VaRs are measured at the ninety-ninth percentile and

employ factors pertinent to the market risks inherent in the

valuation of the assets and hedges three-year look-back

period is used to obtain past market data The Company

monitors the effectiveness of the models through back-testing

updating the data and regular validations The average high

and low VaR amounts for the MSRs and related hedges for

2012 were $4 million $8 million and $2 million respectively

compared with $7 million $14 million and $2 million

respectively for 2011 The
average high and low VaR

amounts for residential mortgage
loans held for sale and

related hedges for 2012 were $2 million $7 million and $1

million respectively compared with $4 million $7 million

and $2 million respectively for 2011

Liquidity Risk Management The Companys liquidity risk

management process is designed to identify measure and

manage the Companys funding and liquidity risk to meet its

daily funding needs and to address expected and unexpected

changes in its funding requirements The Company engages in

various activities to manage its liquidity risk These include

diversifying its funding sources stress testing and holding

readily-marketable assets which can be used as source of

liquidity if needed In addition the Companys profitable

operations sound credit quality and strong capital position

have enabled it to develop large and reliable base of core

deposit funding within its market areas and in domestic and

global capital markets

Board of Directors oversees the Companys liquidity risk

management process and approves the Companys liquidity

policy and contingency funding plan The ALCO reviews and

approves the Companys liquidity policies and guidelines and

regularly assesses the Companys ability to meet funding

requirements arising from adverse company-specific or market

events

The Companys liquidity policies require it to maintain

diversified wholesale funding sources to avoid maturity name

and market concentrations The Company operates Grand

Cayman branch for issuing Eurodollar time deposits In

addition the Company has relationships with dealers to issue

national market retail and institutional savings certificates and

short-term and medium-term notes The Company also

maintains significant correspondent banking network and

relationships Accordingly the Company has access to

national federal funds funding through repurchase

agreements and sources of stable regionally-based certificates

of deposit and commercial paper

The Company regularly projects its funding needs under

various stress scenarios and maintains contingency plans

consistent with the Companys access to diversified sources of

contingent funding The Company maintains substantial

level of total available liquidity in the form of on-balance

sheet and off-balance sheet funding sources These include

cash at the Federal Reserve unencumbered liquid assets and

capacity to borrow at the FHLB and the Federal Reserve

Discount Window Unencumbered liquid assets in the

Companys available-for-sale and held-to-maturity investment

portfolios provide asset liquidity through the Companys

ability to sell the securities or pledge and borrow against

them At December 31 2012 the fair value of unencumbered

available-for-sale and held-to-maturity investment securities

totaled $54.1 billion compared with $48.7 billion at

December 31 2011 Refer to Table 13 and Balance Sheet

Analysis for further information on investment securities

maturities and trends Asset liquidity is further enhanced by

the Companys ability to pledge loans to access secured

borrowing facilities through the FHLB and Federal Reserve

Bank At December 31 2012 the Company could have

borrowed an additional $60.9 billion at the FHLB and Federal

Reserve Bank based on collateral available for additional

borrowings

The Companys diversified deposit base provides

sizeable source of relatively stable and low-cost funding while

reducing the Companys reliance on the wholesale markets

Total deposits were $249.2 billion at December 31 2012

compared with $230.9 billion at December 31 2011

reflecting organic growth in core deposits and acquired

balances Refer to Table 14 and Balance Sheet Analysis for

further information on deposit trends
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Additional funding is provided by long-term debt and

short-term borrowings Long-term debt was $25.5 billion at

December 31 2012 and is an important funding source

because of its multi-year borrowing structure Refer to Note

12 of the Notes to Consolidated Financial Statements for

information on the terms and maturities of the Companys

long-term debt issuances and Balance Sheet Analysis for

discussion on long-term debt trends Short-term borrowings

were $26.3 billion at December 31 2012 and supplement the

Companys other funding sources Refer to Note 11 of the

Notes to Consolidated Financial Statements and Balance

Sheet Analysis for information on the terms and trends of the

Companys short-term borrowings

The Companys ability to raise negotiated funding at

competitive prices is influenced by rating agencies views of

the Companys credit quality liquidity capital and earnings

Table 20 details the rating agencies most recent assessments

In addition to assessing liquidity risk on consolidated

basis the Company monitors the parent companys liquidity

The parent companys routine funding requirements consist

primarily of operating expenses dividends paid to

shareholders debt service repurchases of common stock and

funds used for acquisitions The parent company obtains

funding to meet its obligations from dividends collected from

its subsidiaries and the issuance of debt securities The

Company maintains sufficient funding to meet expected

parent company obligations without access to the wholesale

funding markets or dividends from subsidiaries for

12 months when forecasted payments of common stock

dividends are included and 24 months assuming dividends

were reduced to zero The parent company currently has

available funds considerably greater than the amounts

required to satisfy these conditions

Under United States Securities and Exchange Commission

rules the parent company is classified as well-known

seasoned issuer which allows it to file registration

statement that does not have limit on issuance capacity

Well-known seasoned issuers generally include those

companies with outstanding common securities with market

value of at least $700 million held by non-affiliated parties or

those companies that have issued at least $1 billion in

aggregate principal amount of non-convertible securities

other than common equity in the last three years However

the parent companys ability to issue debt and other securities

under registration statement filed with the United States

Securities and Exchange Commission under these rules is

limited by the debt issuance authority granted by the

Companys Board of Directors and/or the ALCO policy

At December 31 2012 parent company long-term debt

outstanding was $12.8 billion compared with $14.6 billion at

December 31 2011 The $1.8 billion decrease was primarily

due to $2.7 billion of medium-term note maturities and $2.7

billion of redemptions of junior subordinated debentures

partially offset by issuances of $1.3 billion of subordinated

debt and $2.3 billion of mediumterm notes At December 31

2012 there was $2.8 billion of parent company debt

scheduled to mature in 2013 Future debt maturities may be

met through medium-term note and capital security issuances

and dividends from subsidiaries as well as from parent

company cash and cash equivalents

Federal banking laws regulate the amount of dividends

that may be paid by banking subsidiaries without prior

approval The amount of dividends available to the parent

company from its banking subsidiaries after meeting the

regulatory capital requirements for well-capitalized banks was

approximately $7.9 billion at December 31 2012 For further

information see Note 22 of the Notes to Consolidated

Financial Statements

European Exposures Certain European countries have

experienced severe credit deterioration The Company does

not hold sovereign debt of any European country but may

TABLE 20 Debt Ratings

Moodys

Standard

Poors

Dominion

Bond

Fitch Rating Service

U.S Bancorp

Short-term borrowings
Fi R-1 middle

Senior debt and medium-term notes Al AA- AA

Subordinated debt A2 AA low

Preferred stock Baal BBB BBB

Commercial paper
P-i A-i Fl R-l middle

U.S Bank National Association

Short-term time deposits P-i A-i Fl R-l high

Long-term time deposits Aa3 AA- AA high

Bank notes Aa3/P-1 AA-/A-i AA-/F1 AA high

Subordinated debt Al AA

Senior unsecured debt Aa3 AA- AA- AA high

Commercial paper P-i A-i Fl R-i high
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Payments Due By Period

Over One Over Three

One Year Through Through

or Less Three Years Five YearsAt December 31 2012 Dollars in Millions

Contractual Obligations

Long-term debt 2894 7217 6780 8625 $25516

Operating leases 232 381 253 432 1298

Purchase obligations 221 282 74 577

Benefit obligations 23 42 43 122 230

Time deposits 29393 10077 3305 42783

Contractual interest payments 1300 1220 724 1291 4535

Total $34063 $19219 $11179 $10478 $74939

Total

have indirect exposure to sovereign debt through its

investments in and transactions with European banks At

December 31 2012 the Company had investments in

perpetual preferred stock issued by European banks with an

amortized cost totaling $70 million and unrealized losses

totaling $10 million compared with an amortized cost

totaling $169 million and unrealized losses totaling $48

million at December 31 2011 The Company also transacts

with various European banks as counterparties to interest rate

swaps and foreign currency transactions for its hedging and

customer-related activities however none of these banks are

domiciled in the countries experiencing the most significant

credit deterioration These derivative transactions are subject

to master netting and collateral support agreements which

significantly limit the Companys exposure to loss as they

generally require daily posting of collateral At December 31

2012 the Company was in net payable position to each of

these European banks

The Company has not bought or sold credit protection on

the debt of
any European country or any company domiciled

in Europe nor does it provide retail lending services in Europe

While the Company does not offer commercial lending services

in Europe it does provide financing to domestic multinational

corporations that generate revenue from customers in

European countries and provides limited number of

corporate credit cards to their European subsidiaries While an

economic downturn in Europe could have negative impact

on these customers revenues it is unlikely that any effect on

the overall credit worthiness of these multinational

corporations would be material to the Company

The Company provides merchant processing and

corporate trust services in Europe and through banking

affiliations in Europe Operating cash for these businesses are

deposited on short-term basis with certain European banks

However exposure is mitigated by the Company placing

deposits at multiple banks and managing the amounts on

deposit at any bank based on institution-specific deposit limits

At December 31 2012 the Company had an aggregate

amount on deposit with European banks of approximately

$358 million

The money market funds managed by subsidiary of the

Company do not have any investments in European sovereign

debt Other than investments in banks in the countries of the

Netherlands and Germany those funds do not have
any

unsecured investments in banks domiciled in the Eurozone

Off-Balance Sheet Arrangements Off-balance sheet

arrangements include any contractual arrangement to which

an unconsolidated entity is party under which the Company

has an obligation to provide credit or liquidity enhancements

or market risk support Off-balance sheet arrangements also

include any obligation under variable interest held by an

unconsolidated entity that provides financing liquidity credit

enhancement or market risk support The Company has not

utilized private label asset securitizations as source of

funding

Commitments to extend credit are legally binding and

generally have fixed expiration dates or other termination

clauses Many of the Companys commitments to extend

credit expire without being drawn and therefore total

commitment amounts do not necessarily represent future

liquidity requirements or the Companys exposure to credit

loss Commitments to extend credit also include consumer

credit lines that are cancelable upon notification to the

consumer Total contractual amounts of commitments to

extend credit at December 31 2012 were $209.7 billion The

Company also issues various types of letters of credit

including standby and commercial Total contractual amounts

of letters of credit at December 31 2012 were $18.8 billion

For more information on the Companys commitments to

TABLE 21 Contractual Obligations

Over Five

Years

Unrecognized tax positions of $302 mi/lion at December 31 2012 are excluded as the Company cannot make reasonably reliable estimate of the period of cash settlement with the

respective taxing authority

Includes obligations under capital leases

Amounts only include obligations related to the unfunded non-qualified pension plans

Includes accrued interest and future contractual interest obligations
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extend credit and letters of credit refer to Note 21 in the

Notes to Consolidated Financial Statements

The Companys off-balance sheet arrangements
with

unconsolidated entities primarily consist of private investment

funds or partnerships that make equity investments provide

debt financing or support community-based tax-advantaged

investments In addition to providing investment returns these

arrangements
in many cases assist the Company in complying

with requirements of the Community Reinvestment Act The

investments in these entities generate return primarily

through the realization of federal and state income tax credits

The entities in which the Company invests are generally

considered variable interest entities The Companys recorded

investment in these entities as of December 31 2012 was

approximately $1.8 billion

The Company also has non-controlling financial

investments in private funds and partnerships considered

variable interest entities The Companys recorded investment

in these entities was approximately $72 million at

December 31 2012 and the Company had unfunded

commitments to invest an additional $16 million For more

information on the Companys interests in unconsolidated

variable interest entities refer to Note in the Notes to

Consolidated Financial Statements

Guarantees are contingent commitments issued by the

Company to customers or other third parties requiring the

Company to perform if certain conditions exist or upon the

occurrence or nonoccurrence of specified event such as

scheduled payment to be made under contract The

Companys primary guarantees include commitments from

securities lending activities in which indemnifications are

provided to customers indemnification or buy-back

provisions related to sales of loans and tax credit investments

merchant charge-back guarantees through the Companys

involvement in providing merchant processing services and

minimum revenue guarantee arrangements For certain

guarantees the Company may have access to collateral to

support the guarantee or through the exercise of other

recourse provisions be able to offset some or all of any

payments made under these guarantees

The Company and certain of its subsidiaries along with

other Visa U.S.A Inc member banks have contingent

guarantee obligation to indemnify Visa Inc for potential

losses arising from antitrust lawsuits challenging the practices

of Visa U.S.A Inc MasterCard International the Company

and several other Visa U.S.A Inc member banks The

indemnification by the Company and other Visa U.S.A Inc

member banks has no maximum amount Refer to Note 21 in

the Notes to Consolidated Financial Statements for further

details regarding guarantees
other commitments and

contingent liabilities including maximum potential future

payments and current carrying amounts

Capital Management The Company is committed to managing

capital to maintain strong protection for depositors and

creditors and for maximum shareholder benefit The

Company continually assesses its business risks and capital

position The Company also manages its capital to exceed

regulatory capital requirements for well-capitalized bank

holding companies These requirements follow the Capital

Accord of the Basel Committee on Banking Supervision

Basel To achieve its capital goals the Company employs

variety of capital management tools including dividends

common share repurchases and the issuance of subordinated

debt non-cumulative perpetual preferred stock common

stock and other capital instruments

On March 13 2012 the Company increased its dividend

rate per common share by 56 percent from $.125 per quarter

to $.195 per quarter

The Company repurchased approximately 59 million

shares of its common stock in 2012 compared with

approximately 22 million shares in 2011 The average price

paid for the shares repurchased in 2012 was $31.78 per share

compared with $24.71 per share in 2011 As of December 31

2012 the Company had approximately 54 million shares that

may yet be purchased under the current Board of Directors

approved authorization For more complete analysis of

activities impacting shareholders equity and capital

management programs refer to Note 14 of the Notes to

Consolidated Financial Statements

Total U.S Bancorp shareholders equity was $39.0 billion

at December 31 2012 compared with $34.0 billion at

December 31 2011 The increase was primarily the result of

corporate earnings and the issuance of $2.2 billion of non-

cumulative perpetual preferred stock to replace certain junior

subordinated debentures due to proposed rule changes for

securities that qualify as Tier capital partially offset by

dividends and common share repurchases

Banking regulators define minimum capital requirements

for banks and financial services holding companies These

requirements are expressed in the form of minimum Tier

capital ratio total risk-based capital ratio and Tier leverage

ratio The minimum required level for these ratios is 4.0

percent 8.0 percent and 4.0 percent respectively The

Company targets its regulatory capital levels at both the bank

and bank holding company level to exceed the well

capitalized threshold for these ratios of 6.0 percent

10.0 percent
and 5.0 percent respectively The most recent

notification from the Office of the Comptroller of the

Currency categorized each of the Companys banks as well

capitalized under the FDIC Improvement Act prompt

corrective action provisions that are applicable to all banks

There are no conditions or events since that notification that

management believes have changed the risk-based category of

any covered subsidiary banks
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As an approved mortgage seller and servicer U.S Bank

National Association through its mortgage banking division

is required to maintain various levels of shareholders equity

as specified by various agencies including the United States

Department of Housing and Urban Development

Government National Mortgage Association Federal Home

Loan Mortgage Corporation and the Federal National

Mortgage Association At December 31 2012 U.S Bank

National Association met these requirements

Table 22 provides summary of regulatory capital ratios

defined by banking regulators under the FDIC Improvement

Act prompt corrective action provisions applicable to all

banks as of December 31 2012 and 2011 including Tier

and total risk-based capital ratios In 2010 the Base

Committee on Banking Supervision issued Base III global

regulatory framework proposed to enhance international

capital standards In June 2012 U.S banking regulators

proposed regulatory enhancements to the regulatory capita

requirements for U.S banks which implement aspects of

Base III and the Dodd-Frank Act such as redefining the

regulatory capital elements and minimum capita ratios

introducing regulatory capita buffers above those minimums

revising the rules for calculating risk-weighted assets and

introducing new Tier common equity ratio The Company

continues to evaluate these proposals but does not expect

their impact to be material to the financial statements

The Company believes certain capital ratios in addition to

regulatory capital ratios defined by banking regulators under

the FDIC Improvement Act prompt corrective action

provisions are useful in evaluating its capita adequacy The

TABLE 22 Regulatory Capital Ratios

Companys Tier common equity using Base definition

and tangible common equity as percent of risk-weighted

assets were 9.0 percent and 8.6 percent respectively at

December 31 2012 compared with 8.6 percent and 8.1

percent respectively at December 31 2011 The Companys

tangible common equity divided by tangible assets was 7.2

percent at December 31 2012 compared with 6.6 percent at

December 31 2011 Additionally the Companys

approximate Tier common equity to risk-weighted assets

ratio using proposed rules for the Base III standardized

approach released June 2012 was 8.1 percent at

December 31 2012 Refer to Non-GAAP Financia

Measures for further information regarding the calculation

of these ratios

Fourth Quarter Summary

The Company reported net income attributable to

U.S Bancorp of $1.4 billion for the fourth quarter of 2012 or

$.72 per diluted common share compared with $1.4 billion

or $.69 per diluted common share for the fourth quarter
of

2011 Return on average assets and return on average

common equity were 1.62 percent and 15.6 percent

respectively for the fourth quarter
of 2012 compared with

returns of 1.62 percent and 16.8 percent respectively for the

fourth quarter of 2011 Included in the fourth quarter 2012

results were the $80 million expense accrual for mortgage

foreclosure-related regulatory settlement and provision for

credit losses less than net charge-offs by $25 million Included

in the fourth quarter 2011 results were the $263 million

At December31 Dollars in Millions
2012 2011

U.S Bancorp

Tier capital $31203 $29173

As percent of risk-weighted assets 10.8% 10.8%

As percent of adjusted quarterly average assets leverage ratio 9.2% 9.1

Total risk-based capital $37780 $36067

As percent of risk-weighted assets 13.1% 13.3%

Bank Subsidiaries

U.S Bank National Association

Tier capital 10.6% 9.6%

Total risk-based capital
12.7 12.5

Leverage
9.0 8.1

U.S Bank National Association ND

Tier capital
15.8%

Total risk-based capital 18.8

Leverage 14.7

Bank Regulatory Capital RequIrements

Tier capital

Total risk-based capital

Leverage

13.4%

16.4

12.9

Well

Minimum Capitalized

4.0% 6.0%

8.0 10.0

4.0 5.0
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Three Months Ended

December 31

Dollars and Shares in Millions Except Per Share Data 2012

Condensed Income Statement

Net interest income taxable-equivalent basis

Noninterest income

Securities gains losses net

Total net revenue

Noninterest expense

Provision for credit losses

Income before taxes

Taxable-equivalent adjustment

Applicable income taxes

Net income

Net income loss attributable to noncontrolling interests

Net income attributable to U.S Bancorp

Net income applicable to U.S Bancorp common shareholders

Per Common Share

Earnings per share

Diluted earnings per share

Dividends declared per share

Average common shares outstanding

Average diluted common shares outstanding

Financial Ratios

Return on average assets

Return on average common equity

Net interest margin taxable-equivalent basis

Efficiency ratio

5112 5104

2686 2696

443 497

1983 1911

56 56

552 527

1375 1328

45 22

$1420 $1350

$1349 $1314

Interest and rates are presented on fully taxable-equivalent basis utilizing tax rate of 35 percent

merchant settlement gain the $130 million expense accrual

related to mortgage servicing matters and provision for

credit losses less than net charge-offs by $125 million

Total net revenue on taxable-equivalent basis for the

fourth quarter of 2012 was $8 million .2 percent higher

than the fourth quarter of 2011 reflecting 4.1 percent

increase in net interest income largely offset by 4.2 percent

decrease in noninterest income The increase in net interest

income from 2011 was the result of higher average earning

assets continued growth in lower cost core deposit funding

and the positive impact from long-term debt repricing

Noninterest income decreased from year ago primarily due

to the $263 million merchant settlement gain recorded in the

fourth quarter of 2011 partially offset by higher mortgage

banking revenue

Noninterest expense in the fourth quarter of 2012 was

$2.7 billion or $10 million .4 percent lower than the fourth

quarter of 2011 The decrease reflected the accrual for

mortgage servicing matters recorded in the fourth quarter of

2011 partially offset by the fourth quarter of 2012 mortgage

foreclosure-related regulatory settlement accrual as well as

higher mortgage servicing review-related professional services

costs

Fourth quarter 2012 net interest income on taxable-

equivalent basis was $2.8 billion compared with $2.7 billion

in the fourth
quarter

of 2011 The $110 million 4.1 percent

increase was principally the result of growth in average

earning assets and lower cost core deposit funding as well as

the positive impact from long-term debt repricing Average

earning assets for the fourth quarter of 2012 increased over

the fourth quarter of 2011 by $17.1 billion 5.8 percent

driven by increases of $13.2 billion 6.4 percent in loans and

$4.1 billion 5.9 percent in investment securities The net

interest margin in the fourth quarter of 2012 was 3.55

percent compared with 3.60 percent
in the fourth

quarter
of

2011 reflecting higher average balances in lower-yielding

investment securities and lower loan rates partially offset by

lower rates on deposits and long-term debt and reduction in

cash balances held at the Federal Reserve

Noninterest income in the fourth quarter of 2012 was

$2.3 billion compared with $2.4 billion in the same period of

2011 decrease of $102 million 4.2 percent The decrease

was principally driven by decline in other income due to the

merchant settlement gain and gain related to the Companys

investment in Visa Inc both recorded in the fourth quarter of

2011 In addition merchant processing services revenue was

TABLE 23 Fourth Quarter Results

2011

$2783

2326

$2673

2440

.72

.72

.195

1872

1880

1.62%

15.6

3.55

52.6

.69

.69

.125

1904

1911

1.62%

16.8

3.60

52.7
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$24 million 6.3 percent lower due to lower rates and the initiatives and mortgage servicing-related activities in

reversal in the fourth quarter of 2011 of an accrual for

terminated revenue sharing agreement partially offset by

higher volumes ATM processing services revenue decreased

$28 million 25.2 percent due to excluding surcharge fees the

Company passes through to others from revenue beginning in

the first quarter of 2012 rather than reporting those amounts

in occupancy expense as in previous periods Offsetting these

negative variances was an $11 million 4.8 percent increase in

credit and debit card revenue principally driven by higher

volumes partially offset by the impact of the inclusion of

credit card balance transfer fees in interest income beginning

in the first quarter of 2012 Corporate payment products

revenue was $7 million 4.1 percent higher due to an increase

in volume and higher rates Trust and investment management

fees increased $31 million 12.7 percent due to improved

market conditions and business expansion Commercial

products revenue was $6 million 2.7 percent higher

principally driven by an increase in high-grade bond

underwriting fees and commercial leasing revenue partially

offset by lower syndication fees Mortgage banking revenue

increased $173 million 57.1 percent over the fourth quarter

of 2011 principally due to higher origination and sales

revenue as well as an increase in loan servicing revenue

Investment products fees and commissions increased $8

million 25.8 percent due to higher sales volumes In

addition there was $12 million favorable change in net

securities gains losses

Noninterest expense in the fourth quarter
of 2012 was

$2.7 billion or $10 million .4 percent lower than the fourth

quarter
of 2011 The decrease was primarily due to

reduction in other expense partially offset by higher

compensation expense employee benefits expense and

professional services expense Other expense
decreased $88

million 14.7 percent as the $130 million mortgage servicing-

related expense
accrual recorded in the fourth quarter

of

2011 lower FDIC insurance expense and lower other real

estate owned costs were partially offset by the $80 million

fourth quarter
of 2012 accrual for mortgage foreclosure-

related regulatory settlement Net occupancy and equipment

expense
decreased $15 million 6.0 percent principally

reflecting the change in presentation of ATM surcharge

revenue passed through to others In addition marketing and

business development expense was $9 million 8.0 percent

lower than the prior year reflecting the timing of charitable

contributions and other intangibles expense was $8 million

10.8 percent lower due to the reduction or completion of

amortization of certain intangibles These reductions were

partially offset by increased compensation and employee

benefits expenses of $26 million 2.5 percent and $29 million

14.4 percent respectively Compensation expense increased

primarily as result of growth in staffing for business

addition to higher commissions and merit increases Employee

benefits expense increased principally due to higher pension

and medical insurance costs and staffing levels Professional

services expense was $35 million 26.7 percent higher due to

mortgage servicing review-related projects Technology and

communications expense was $19 million 9.7 percent higher

due to business expansion and technology projects

The provision for credit losses for the fourth quarter of

2012 was $443 million decrease of $54 million 10.9

percent from the same period of 2011 Net charge-offs

decreased $154 million 24.8 percent in the fourth quarter of

2012 compared with the fourth quarter of 2011 principally

due to improvement in the commercial commercial real estate

and credit card portfolios The provision for credit losses was

lower than net charge-offs by $25 million in the fourth

quarter of 2012 compared with $125 million in the fourth

quarter
of 2011 Given the current economic conditions the

Company expects the level of net charge-offs to be relatively

stable to down modestly in the first quarter of 2013 The

Company expects total nonperforming assets to trend lower in

the first quarter of 2013

The provision for income taxes for the fourth quarter of

2012 resulted in an effective tax rate of 28.6 percent

compared with an effective tax rate of 28.4 percent in the

fourth quarter
of 2011 The increase in the effective rate for

the fourth quarter of 2012 compared with the same period of

the prior year principally reflected the marginal impact of

higher pretax earnings year-over-year

Line of Business Financial Review

The Companys major lines of business are Wholesale

Banking and Commercial Real Estate Consumer and Small

Business Banking Wealth Management and Securities

Services Payment Services and Treasury and Corporate

Support These operating segments are components of the

Company about which financial information is prepared and

is evaluated regularly by management in deciding how to

allocate resources and assess performance

Basis for Financial Presentation Business line results are

derived from the Companys business unit profitability

reporting systems by specifically attributing managed balance

sheet assets deposits and other liabilities and their related

income or expense Goodwill and other intangible assets are

assigned to the lines of business based on the mix of business

of the acquired entity Within the Company capital levels are

evaluated and managed centrally however capital is allocated

to the operating segments to support evaluation of business

performance Business lines are allocated capital on risk

adjusted basis considering economic and regulatory capital

requirements Generally the determination of the amount of

US BANCORP 61



TABLE 24 Line of Business Financial Performance

Year Ended December 31

Dollars in Millions

Condensed Income Statement

Net interest income taxable-equivalent basis

Noninterest income

Securities gains losses net

Total net revenue

Noninterest expense

Other intangibles

Total noninterest expense

Income before provision and income taxes

Provision for credit losses

Income before income taxes

Income taxes and taxable-equivalent adjustment

Net income

Net income loss attributable to noncontrolling interests

Net income attributable to U.S Bancorp

Average Balance Sheet

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding covered loans

Covered loans

Total loans

Goodwill

Other intangible assets

Assets

Noninterest-bearing deposits

Interest checking

Savings products

Time deposits

Total deposits

Total U.S Bancorp shareholders equity

Not meaningful

capital allocated to each business line includes credit and

operational capital allocations following Basel II regulatory

framework Interest income and expense is determined based

on the assets and liabilities managed by the business line

Because funding and asset liability management is central

function funds transfer-pricing methodologies are utilized to

allocate cost of funds used or credit for funds provided to all

business line assets and liabilities respectively using

matched funding concept Also each business unit is allocated

the taxable-equivalent benefit of tax-exempt products The

residual effect on net interest income of asset/liability

management activities is included in Treasury and Corporate

Support Noninterest income and expenses directly managed

by each business line including fees service charges salaries

and benefits and other direct revenues and costs are

$45171 $37396

19658 19293

59 67

64895

914 1493

65809 58254

1604 1604

36 52

71698 64088

31102 25183

10343 12687

9362 9371

17161 14523

67968 61764

6440 5582

2012 2011

4731 4599

3567 2745

8298 7344

4986 4651

52 75

5038 4726

3260 2618

1160 1391

2100 1227

765 446

1335 781

1334 780

8218 7391

16135 15539

39826 33248

45596 45760

109775 101938

7523 8405

117298 110343

3516 3520

1787 2043

134372 124399

20510 17941

29947 26620

43431 40555

23838 24446

117726 109562

11279 9433

accounted for within each segments financial results in

manner similar to the consolidated financial statements

Occupancy costs are allocated based on utilization of facilities

by the lines of business Generally operating losses are

charged to the line of business when the loss event is realized

in manner similar to loan charge-off Noninterest expenses

incurred by centrally managed operations or business lines

that directly support another business lines operations are

charged to the applicable business line based on its utilization

of those services primarily measured by the volume of

customer activities number of employees or other relevant

factors These allocated expenses are reported as net shared

services expense within noninterest expense Certain activities

that do not directly support the operations of the lines of

business or for which the lines of business are not considered

Wholesale Banking and

Commercial Real Estate

Percent

2012 2011 Change

Consumer and Small

Business Banking

Percent

Change

2099 2123

1224 1222

3323 3345

1266 1254

16 16

1282 1270

2041 2075

424

2040 1651

743 600

1297 1051

1297 1055

1.1%
.2

.7

1.0

.9

1.6

99.8

23.6

23.8

23.4

22.9

20.8%

1.9

11.9

40.0

14.3

38.8

13.0

30.8

11.9

23.5

18.5

.1

18.2

10.0

15.4

2.9%

29.9

13.0

7.2

30.7

6.6

24.5

16.6

71.1

71.5

70.9

71.0

11.2%

3.8

19.8

.4

7.7

10.5

6.3

.1

12.5

8.0

14.3

12.5

7.1

2.5

7.5

19.6

56761
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2738 2648

695 508

2043 2140

744 779

1299 1361

38 40

1261 1321

14.3%

1.5

3.1

3.4

3.5

2.8

3.4

36.8

4.5

4.5

4.6

5.0

4.5

5.7%

3.5

9.8

3.5

3.5

.1

12.8

5.9

4.5

30.0

83.2

7.7

Consolidated

Company

Percent

2012 2011 Change

10969 $10348 6.0%

9334 8791 6.2

15 31 51.6

20288 19108 6.2

10182 9612 5.9

274 299 8.4

10456 9911 5.5

9832 9197 6.9

1882 2343 19.7

7950 6854 16.0

2460 2066 19.1

5490 4788 14.7

157 84 86.9

5647 4872 15.9

60830 $51616 17.9%

36505 35514 2.8

40290 33711 19.5

16653 16084 3.5

47938 48199 .5

202216 185124 9.2

13158 16303 19.3

215374 201427 6.9

8953 8949

2688 3075 12.6

342849 318264 7.7

67241 53856 24.9

45433 42827 6.1

76470 71773 6.5

46566 44703 4.2

235710 213159 10.6

37611 32200 16.8

financially accountable in evaluating their performance are

not charged to the lines of business The income or expenses

associated with these corporate activities is reported within

the Treasury and Corporate Support line of business Income

taxes are assessed to each line of business at standard tax

rate with the residual tax expense or benefit to arrive at the

consolidated effective tax rate included in Treasury and

Corporate Support

Designations assignments and allocations change from

time to time as management systems are enhanced methods

of evaluating performance or product lines change or business

segments are realigned to better respond to the Companys

diverse customer base During 2012 certain organization and

methodology changes were made and accordingly 2011

results were restated and presented on comparable basis

Wholesale Banking and Commercial Real Estate Wholesale

Banking and Commercial Real Estate offers lending

equipment finance and small-ticket leasing depository

services treasury management capital markets international

trade services and other financial services to middle market

large corporate
commercial real estate financial institution

and public sector clients Wholesale Banking and Commercial

Real Estate contributed $1.3 billion of the Companys net

income in 2012 or an increase of $242 million 22.9 percent

compared with 2011 The increase was primarily driven by

lower provision for credit losses partially offset by lower total

net revenue and higher noninterest expense

Total net revenue decreased $22 million .7 percent in

2012 compared with 2011 Net interest income on taxable-

equivalent basis decreased $24 million 1.1 percent in 2012

Wealth Management and

Securities Services

Percent

2012 2011 Change

Payment

Services

Percent

2012 2011 Change

Treasury and

Corporate Support

1548 1354

3192 3242

4740 4596

1836 1776

166 172

2002 1948

354 355

1122 1052

1476 1407

1152 1082

40 36

1192 1118

284 289

15

269 282

98 102

171 180

171 180

6.7

4.9

6.5

11.1

6.6

1.7

4.6

3.9

5.0

5.0

26.1%

1.9

3.4

.7

8.2

8.3

8.1

.7

7.1

8.7

49.8

23.5

8.6

8.3

17.4

7.3

Percent

2012 2011 Change

2237 1917 16.7%

229 530 56.8

15 31 51.6

2451 2416 1.4

942 849 11.0

942 849 11.0

1509 1567 3.7

11 13 15.4

1498 1554 3.6

110 139 20.9

1388 1415 1.9

196 121 62.0

1584 1536 3.1

132 121 9.1%

125 106 17.9

10 40.0

264 238 10.9

4705 6388 26.3

4969 6626 25.0

20.0

100675 95833 5.1

475 371 28.0

133 180 26.1

477 186

1086 738 47.2

11974 9824 21.9

5962 5640

16653 16084

810 898

1347 1068

587 576

399 386

1524 1535

3857 3565

11 12

3868 3577

1473 1463

171 184

6528 6008

14511 9688

3950 3199

23505 21637

5090 5548

47056 40072

2232 2081

23425 22622

23430 22627

2360 2362

690 791

29576 27936

643 673

1192 320

39 30

1874 1023

5686 5280
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compared with 2011 driven by the net impact of lower rates

on loans and the impact of lower rates on the margin benefit

from deposits partially offset by higher average loan and

deposit balances Noninterest income was essentially flat in

2012 compared with 2011

Noninterest
expense increased $12 million .9 percent in

2012 compared with 2011 primarily due to higher

compensation and employee benefits expense partially offset

by lower costs related to other real estate owned The

provision for credit losses decreased $423 million

99.8 percent in 2012 compared with 2011 The favorable

change was primarily due to lower net charge-offs and

reduction in the reserve allocation Nonperforming assets

were $520 million at December 31 2012 compared with

$979 million at December 31 2011 Nonperforming assets as

percentage
of period-end loans were .75 percent at

December 31 2012 compared with 1.58 percent at

December 31 2011 Refer to the Corporate Risk Profile

section for further information on factors impacting the credit

quality of the loan portfolios

Consumer and Small Business Banking Consumer and Small

Business Banking delivers products and services through

banking offices telephone servicing and sales on-line services

direct mail ATM processing and over mobile devices such as

mobile phones and tablet computers It encompasses

community banking metropolitan banking in-store banking

small business banking consumer lending mortgage banking

workplace banking student banking and 24-hour banking

Consumer and Small Business Banking contributed $1.3

billion of the Companys net income in 2012 or an increase

of $554 million 71.0 percent compared with 2011 The

increase was due to higher total net revenue and lower

provision for credit losses partially offset by an increase in

noninterest expense Within Consumer and Small Business

Banking the retail banking division contributed $471 million

of the total net income in 2012 or an increase of $104 million

28.3 percent over the prior year Mortgage banking

contributed $863 million of the business lines net income in

2012 or an increase of $450 million over the prior year

Total net revenue increased $954 million 13.0

percent in 2012 compared with 2011 Net interest income

on taxable-equivalent basis increased $132 million

2.9 percent in 2012 compared with 2011 The year-over-

year increase in net interest income was primarily due to

higher average loan and deposit balances partially offset by

lower loan rates and the impact of lower rates on the margin

benefit from deposits Noninterest income increased $822

million 29.9 percent in 2012 compared with 2011

primarily the result of strong mortgage origination and sales

revenue as well as an increase in loan servicing revenue

partially offset by decrease in ATM processing services

revenue as result of the change in presentation of the

surcharge revenue passed through to others

Noninterest expense increased $312 million 6.6 percent

in 2012 compared with 2011 The increase reflected the

foreclosure-related regulatory settlement accrual and higher

mortgage servicing review-related costs higher compensation

and employee benefits expense and higher net shared services

costs partially offset by lower net occupancy and equipment

expense due to the presentation change to ATM surcharge

revenue passed through to others and lower FDIC assessments

and other intangibles expense

The provision for credit losses decreased $231 million

16.6 percent in 2012 compared with 2011 due to lower net

charge-offs and reduction in the reserve allocation As

percentage of
average loans outstanding net charge-offs

decreased to .92 percent in 2012 compared with 1.19 percent

in 2011 Nonperforming assets were $1.4 billion at

December 31 2012 unchanged from December 31 2011

Nonperforming assets as percentage of period-end loans

were 1.16 percent at December 31 2012 compared with 1.21

percent at December 31 2011 Refer to the Corporate Risk

Profile section for further information on factors impacting

the credit quality of the loan portfolios

Wealth Management and Securities Services Wealth

Management and Securities Services provides private banking

financial advisory services investment management retail

brokerage services insurance trust custody and fund

servicing through five businesses Wealth Management

Corporate Trust Services U.S Bancorp Asset Management

Institutional Trust Custody and Fund Services Wealth

Management and Securities Services contributed $171 million

of the Companys net income in 2012 decrease of $9

million 5.0 percent compared with 2011 The decrease from

the prior year was primarily due to higher noninterest

expense partially offset by higher noninterest income

Total net revenue increased $69 million 4.9 percent in

2012 compared with 2011 Noninterest income increased

$70 million 6.7 percent in 2012 compared with 2011

primarily due to the impact of improved market conditions

business expansion and an increase in investment product fees

and commissions

Noninterest expense increased $74 million 6.6 percent

in 2012 compared with 2011 The increase in noninterest

expense was primarily due to higher compensation and

employee benefits expense and an increase in net shared

services costs

Payment Services Payment Services includes consumer and

business credit cards stored-value cards debit cards

corporate and purchasing card services consumer lines of

credit and merchant processing Payment Services contributed

$1.3 billion of the Companys net income in 2012 or
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decrease of $60 million 4.5 percent compared with 2011

The decrease was primarily due to an increase in the provision

for credit losses and higher noninterest expense partially

offset by an increase in total net revenue

Total net revenue increased $144 million 3.1 percent in

2012 compared with 2011 Net interest income on taxable-

equivalent basis increased $194 million 14.3 percent in

2012 compared with 2011 primarily due to higher average

loan balances and loan yields including the credit card

balance transfer fees presentation change Noninterest income

decreased $50 million 1.5 percent in 2012 compared with

2011 Credit and debit card revenue decreased due to lower

debit card interchange fees as result of 2011 legislation net

of mitigation efforts and the impact of the inclusion of credit

card balance transfer fees in interest income beginning in the

first quarter or 2012 These negative variances were partially

offset by higher transaction volumes The decrease in credit

and debit card revenue was partially offset by higher merchant

processing services revenue primarily due to increased

transaction volumes and higher other revenue due to the

impact of the gain on the credit card portfolio sale during

2012

Noninterest expense
increased $54 million 2.8 percent

in 2012 compared with 2011 due to higher compensation

professional services outside data processing and net shared

services expense The provision for credit losses increased

$187 million 36.8 percent in 2012 compared with 2011

due to changes in the reserve allocation partially offset by

lower net charge-offs In addition the 2012 provision for

credit losses reflected lower reserve releases than in 2011 As

percentage of average loans outstanding net charge-offs were

3.44 percent in 2012 compared with 4.47 percent in 2011

Treasury and Corporate Support Treasury and Corporate

Support includes the Companys investment portfolios most

covered commercial and commercial real estate loans and

related other real estate owned funding capital management

interest rate risk management the net effect of transfer pricing

related to average balances and the residual aggregate of those

expenses
associated with corporate activities that are managed

on consolidated basis Treasury and Corporate Support

recorded net income of $1.6 billion in 2012 compared with

$1.5 billion in 2011

Total net revenue increased $35 million 1.4 percent in

2012 compared with 2011 Net interest income on taxable-

equivalent basis increased $320 million 16.7 percent in

2012 compared with 2011 reflecting lower long-term

funding rates partially offset by lower rates on the investment

securities portfolio Noninterest income decreased $285

million 57.1 percent in 2012 compared with 2011

primarily due to the 2011 merchant settlement gain gain on

the FCB acquisition and gains related to the Companys

investment in Visa Inc partially offset by higher commercial

products revenue

Noninterest expense increased $93 million 11.0 percent

in 2012 compared with 2011 primarily due to litigation and

insurance-related matters and increased compensation and

employee benefits expense partially offset by the accrual for

mortgage servicing-related matters recorded in 2011

Income taxes are assessed to each line of business at

managerial tax rate of 36.4 percent with the residual tax

expense or benefit to arrive at the consolidated effective tax

rate included in Treasury and Corporate Support

Non-GAAP Financial Measures

In addition to capital ratios defined by banking regulators

under the FDIC Improvement Act prompt corrective action

provisions applicable to all banks the Company considers

various other measures when evaluating capital utilization and

adequacy including

Tangible common equity to tangible assets

Tangible common equity to risk-weighted assets using Basel

definition

Tier common equity to risk-weighted assets using Basel

definition

Tier common equity to risk-weighted assets using Base III

proposals published prior to June 2012 and

Tier common equity to risk-weighted assets approximated

using proposed rules for the Basel III standardized approach

released June 2012

These measures are viewed by management as useful

additional methods of reflecting the level of capital available

to withstand unexpected market or economic conditions

Additionally presentation of these measures allows investors

analysts and banking regulators to assess the Companys

capital position relative to other financial services companies

These measures differ from capital ratios defined by current

banking regulations principally in that the numerator excludes

trust preferred securities and preferred stock the nature and

extent of which varies among different financial services

companies These measures are not defined in generally

accepted accounting principles GAAP or federal banking

regulations As result these measures disclosed by the

Company may be considered non-GAAP financial measures

There may be limits in the usefulness of these measures to

investors As result the Company encourages readers to

consider the consolidated financial statements and other

financial information contained in this report in their entirety

and not to rely on any single financial measure
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The following table shows the Companys calculation of these Non-GAAP financial measures

At December31 Dollars in Millions

Total equity

Preferred stock

Noncontrolling interests

Goodwill net of deferred tax liability

Intangible assets other than mortgage servicing rights

Tangible common equity

Tier capital determined in accordance with prescribed regulatory

requirements using Basel definition

Trust preferred securities

Preferred stock

Noncontrolling interests less preferred stock not eligible for Tier

capital

Tier common equity using Basel definition

Tangible common equity as calculated above

Adjustments

Tier common equity using Basel Ill proposals published prior to

June 2012

Tangible common equity as calculated above

Adjustments

Tier common equity approximated using proposed rules for the

Basel Ill standardized approach released June 2012

Total assets

Goodwill net of deferred tax liability

Intangible assets other than mortgage servicing rights

Tangible assets

Risk-weighted assets determined in accordance with prescribed

regulatory requirements using Basel definition

Risk-weighted assets using Basel Ill proposals published prior to June

2012g

Risk-weighted assets determined in accordance with prescribed

regulatory requirements using Basel definition

Adjustments

Risk-weighted assets approximated using proposed rules for the Basel

Ill standardized approach released June 2012

Ratios

Tangible common equity to tangible assets a/e

Tangible common equity to risk-weighted assets using Basel

definition a/f
Tier common equity to risk-weighted assets using Basel

definition b/f
Tier common equity to risk-weighted assets using Basel Ill proposals

published prior to June 2012 c/g
Tier common equity to risk-weighted assets approximated using

proposed rules for the Basel Ill standardized approach released

June 2012 d/h

Accounting Changes

To the extent the adoption of new accounting standards

materially affects the Companys financial condition or results

of operations the impacts are discussed in the applicable

sections of the Managements Discussion and Analysis and

the Notes to Consolidated Financial Statements

Critical Accounting Policies

The accounting and reporting policies of the Company

comply with accounting principles generally accepted in the

United States and conform to general practices within the

banking industry The preparation of financial statements in

conformity with GAAP requires management to make

2012 2011 2010 2009 2008

40267 34971 30322 26661 27033

4769 2606 1930 1500 7931

1269 993 803 698 733

8351 8239 8337 8482 8153

006 1217 1376 1657 640

24872 21916 17876 14324 8576

31203 29173 25947 22610 24426

2675 3949 4524 4024

4769 2606 1930 1500 7931

685 687 692 692 693

25749 23205 19376 15894 11778

21916 17876

450 381

22366 18257

24872

126

24998

353855 340122 307786 281176 265912

8351 8239 8337 8482 8153

1006 1217 1376 1657 1640

344498 330666 298073 271037 256119

287611 271333 247619 235233 230628

274351 251704

287611

21233

308844

7.2% 6.6% 6.0% 5.3% 3.3%

8.6 8.1 7.2 6.1 3.7

9.0 8.6 7.8 6.8 5.1

8.2 7.3

8.1

Principally net losses on cash flow hedges included in accumulated other comprehensive income

Includes net losses on cash flow hedges included in accumulated other comprehensive income unrealized losses on securities transferred from available-for-sale to held-to-maturity included in

accumulated other comprehensive income and disallowed mortgage servicing rights

Includes higher risk-weighting for residential mortgages unfunded loan commitments investment securities and mortgage servicing rights and other adjustments
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estimates and assumptions The Companys financial position Given the many subjective factors affecting the credit

and results of operations can be affected by these estimates

and assumptions which are integral to understanding the

Companys financial statements Critical accounting policies

are those policies management believes are the most important

to the portrayal of the Companys financial condition and

results and require management to make estimates that are

difficult subjective or complex Most accounting policies are

not considered by management to be critical accounting

policies Several factors are considered in determining whether

or not policy is critical in the preparation of financial

statements These factors include among other things

whether the estimates are significant to the financial

statements the nature of the estimates the ability to readily

validate the estimates with other information including third-

parties sources or available prices and sensitivity of the

estimates to changes in economic conditions and whether

alternative accounting methods may be utilized under GAAP

Management has discussed the development and the selection

of critical accounting policies with the Companys Audit

Committee

Significant accounting policies are discussed in Note of

the Notes to Consolidated Financial Statements Those

policies considered to be critical accounting policies are

described below

Allowance for Credit Losses The allowance for credit losses is

established to provide for probable losses incurred in the

Companys credit portfolio The methods utilized to estimate

the allowance for credit losses key assumptions and

quantitative and qualitative information considered by

management in determining the appropriate allowance for

credit losses are discussed in the Credit Risk Management

section

Managements evaluation of the appropriate allowance

for credit losses is often the most critical of all the accounting

estimates for banking institution It is an inherently

subjective process impacted by many factors as discussed

throughout the Managements Discussion and Analysis section

of the Annual Report Although risk management practices

methodologies and other tools are utilized to determine each

element of the allowance degrees of imprecision exist in these

measurement tools due in part to subjective judgments

involved and an inherent lagging of credit quality

measurements relative to the stage of the business cycle Even

determining the stage of the business cycle is highly subjective

As discussed in the Analysis and Determination of Allowance

for Credit Losses section management considers the effect of

imprecision and many other factors in determining the

allowance for credit losses If not considered incurred losses in

the portfolio related to imprecision and other subjective factors

could have dramatic adverse impact on the liquidity and

financial viability of bank

portfolio changes in the allowance for credit losses may not

directly coincide with changes in the risk ratings of the credit

portfolio reflected in the risk rating process This is in part

due to the timing of the risk rating process in relation to

changes in the business cycle the exposure and mix of loans

within risk rating categories levels of nonperforming loans

and the timing of charge-offs and recoveries For example the

amount of loans within specific risk ratings may change

providing leading indicator of improving credit quality

while nonperforming loans and net charge-offs continue at

elevated levels Also inherent loss ratios determined through

migration analysis and historical loss performance over the

estimated business cycle of loan may not change to the

same degree as net charge-offs Because risk ratings and

inherent loss ratios primarily drive the allowance specifically

allocated to commercial lending segment loans the amount of

the allowance might decline however the degree of change

differs somewhat from the level of changes in nonperforming

loans and net charge-offs Also management would maintain

an appropriate allowance for credit losses by increasing the

allowance during periods of economic uncertainty or changes

in the business cycle

Some factors considered in determining the appropriate

allowance for credit losses are quantifiable while other factors

require qualitative judgment Management conducts an

analysis with respect to the accuracy of risk ratings and the

volatility of inherent losses and utilizes this analysis along

with qualitative factors including uncertainty in the economy

from changes in unemployment rates the level of

bankruptcies and concentration risks including risks

associated with the weakened housing market and highly

leveraged enterprise-value credits in determining the overall

level of the allowance for credit losses The Companys

determination of the allowance for commercial lending

segment loans is sensitive to the assigned credit risk ratings

and inherent loss rates at December 31 2012 In the event

that 10 percent of period ending loan balances including

unfunded commitments within each risk category of this

segment of the loan portfolio experienced downgrades of two

risk categories the allowance for credit losses would increase

by approximately $232 million at December 31 2012 The

Company believes the allowance for credit losses

appropriately considers the imprecision in estimating credit

losses based on credit risk ratings and inherent loss rates but

actual losses may differ from those estimates In the event that

inherent loss or estimated loss rates for commercial lending

segment loans increased by 10 percent the allowance for

credit losses would increase by approximately $143 million at

December 31 2012 The Companys determination of the

allowance for consumer lending segment loans is sensitive to

changes in estimated loss rates In the event that estimated loss
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rates for this segment of the loan portfolio increased by

10 percent the allowance for credit losses would increase by

approximately $168 million at December 31 2012 Because

several quantitative and qualitative factors are considered in

determining the allowance for credit losses these sensitivity

analyses do not necessarily reflect the nature and extent of

future changes in the allowance for credit losses They are

intended to provide insights into the impact of adverse

changes in risk rating and inherent losses and do not imply

any expectation of future deterioration in the risk rating or

loss rates Given current processes employed by the Company

management believes the risk ratings and inherent loss rates

currently assigned are appropriate It is possible that others

given the same information may at any point in time reach

different reasonable conclusions that could be significant to

the Companys financial statements Refer to the Analysis

and Determination of the Allowance for Credit Losses

section for further information

Fair Value Estimates portion of the Companys assets and

liabilities are carried at fair value on the Consolidated Balance

Sheet with changes in fair value recorded either through

earnings or other comprehensive income loss in accordance

with applicable accounting principles generally accepted in the

United States These include all of the Companys available-

for-sale securities derivatives and other trading instruments

MSRs and most mortgage loans held for sale The estimation

of fair value also affects other loans held for sale which are

recorded at the lower-of-cost-or-fair value The determination

of fair value is important for certain other assets that are

periodically evaluated for impairment using fair value

estimates including goodwill and other intangible assets

impaired loans other real estate owned and other repossessed

assets

Fair value is generally defined as the exit price at which

an asset or liability could be exchanged in current

transaction between willing unrelated parties other than in

forced or liquidation sale Fair value is based on quoted

market prices in an active market or if market prices are not

available is estimated using models employing techniques

such as matrix pricing or discounting expected cash flows

The significant assumptions used in the models which include

assumptions for interest rates discount rates prepayments

and credit losses are independently verified against observable

market data where possible Where observable market data is

not available the estimate of fair value becomes more

subjective and involves high degree of judgment In this

circumstance fair value is estimated based on managements

judgment regarding the value that market participants would

assign to the asset or liability This valuation process takes

into consideration factors such as market illiquidity

Imprecision in estimating these factors can impact the amount

recorded on the balance sheet for particular asset or liability

with related impacts to earnings or other comprehensive

income loss

When available trading and available-for-sale securities

are valued based on quoted market prices However certain

securities are traded less actively and therefore quoted market

prices may not be available The determination of fair value

may require benchmarking to similar instruments or

performing discounted cash flow analysis using estimates of

future cash flows and prepayment interest and default rates

An example is non-agency residential mortgage-backed

securities For more information on investment securities

refer to Note of the Notes to Consolidated Financial

Statements

As few derivative contracts are listed on an exchange the

majority of the Companys derivative positions are valued

using valuation techniques that use readily observable market

inputs Certain derivatives however must be valued using

techniques that include unobservable inputs For these

instruments the significant assumptions must be estimated

and therefore are subject to judgment Note 19 of the Notes

to Consolidated Financial Statements provides summary of

the Companys derivative positions

Refer to Note 20 of the Notes to Consolidated Financial

Statements for additional information regarding estimations

of fair value

Purchased Loans and Related Indemnification Assets In

accordance with applicable authoritative accounting guidance

effective for the Company beginning January 2009 all

purchased loans and related indemnification assets arising

from loss-sharing arrangements
with the FDIC are recorded at

fair value at date of purchase The initial valuation of these

loans and the related indemnification assets requires

management to make subjective judgments concerning

estimates about how the acquired loans will perform in the

future using valuation methods including discounted cash

flow analysis and independent third party appraisals Factors

that may significantly affect the initial valuation include

among others market-based and industry data related to

expected changes in interest rates assumptions related to

probability and severity of credit losses estimated timing of

credit losses including the foreclosure and liquidation of

collateral expected prepayment rates required or anticipated

loan modifications unfunded loan commitments the specific

terms and provisions of any loss sharing agreements and

specific industry and market conditions that may impact

discount rates and independent third party appraisals

On an ongoing basis the accounting for purchased loans

and related indemnification assets follows applicable

authoritative accounting guidance for purchased non-impaired

loans and purchased impaired loans Refer to Note and

Note of the Notes to Consolidated Financial Statements for

additional information In addition refer to the Analysis and
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Determination of the Allowance for Credit Losses section for

information on the determination of the required allowance

for credit losses if any for these loans

Mortgage Servicing Rights MSRs are capitalized as separate

assets when loans are sold and servicing is retained or may be

purchased from others MSRs are initially recorded at fair

value and remeasured at each subsequent reporting date

Because MSRs do not trade in an active market with readily

observable prices the Company determines the fair value by

estimating the
present

value of the assets future cash flows

utilizing market-based prepayment rates discount rates and

other assumptions validated through comparison to trade

information industry surveys and independent third party

valuations Changes in the fair value of MSRs are recorded in

earnings during the period in which they occur Risks inherent

in the MSRs valuation include higher than expected

prepayment rates and/or delayed receipt of cash flows The

Company may utilize derivatives including interest rate

swaps forward commitments to buy TBAs and futures and

options contracts to mitigate the valuation risk

Goodwill and Other Intangibles The Company records all assets

and liabilities acquired in purchase acquisitions including

goodwill and other intangibles at fair value Goodwill is not

amortized but is subject at minimum to annual tests for

impairment In certain situations interim impairment tests

may be required if events occur or circumstances change that

would more likely than not reduce the fair value of

reporting segment below its carrying amount Other

intangible assets are amortized over their estimated useful

lives using straight-line and accelerated methods and are

subject to impairment if events or circumstances indicate

possible inability to realize the carrying amount

The initial recognition of goodwill and other intangible

assets and subsequent impairment analysis require

management to make subjective judgments concerning

estimates of how the acquired assets will perform in the future

using valuation methods including discounted cash flow

analysis Additionally estimated cash flows may extend

beyond ten years and by their nature are difficult to

determine over an extended timeframe Events and factors

that may significantly affect the estimates include among

others competitive forces customer behaviors and attrition

changes in revenue growth trends cost structures technology

changes in discount rates and specific industry and market

conditions In determining the reasonableness of cash flow

estimates the Company reviews historical performance of the

underlying assets or similar assets in an effort to assess and

validate assumptions utilized in its estimates

In assessing the fair value of reporting units the

Company considers the stage of the current business cycle and

potential changes in market conditions in estimating the

timing and extent of future cash flows Also management

often utilizes other information to validate the reasonableness

of its valuations including public market comparables and

multiples of recent mergers and acquisitions of similar

businesses Valuation multiples may be based on revenue

price-to-earnings and tangible capital ratios of comparable

public companies and business segments These multiples may

be adjusted to consider competitive differences including size

operating leverage and other factors The carrying amount of

reporting unit is determined based on the amount of equity

required for the reporting units activities considering the

specific assets and liabilities of the reporting unit The

Company determines the amount of equity for each reporting

unit on risk-adjusted basis considering economic and

regulatory capital requirements and includes deductions and

limitations related to certain types of assets including MSRs

purchased credit card relationship intangibles and capital

markets activity in the Companys Wholesale Banking and

Commercial Real Estate segment The Company does not

assign corporate assets and liabilities to reporting units that

do not relate to the operations of the reporting unit or are not

considered in determining the fair value of the reporting unit

These assets and liabilities primarily relate to the Companys

investment securities portfolio and other investments

including direct equity investments bank-owned life

insurance and tax-advantaged investments and
corporate

debt and other funding liabilities In the most recent goodwill

impairment test the portion of the Companys total equity

allocated to the Treasury and Corporate Support operating

segment included approximately $3 billion in excess of the

economic and regulatory capital requirements of that segment

The Companys annual assessment of potential goodwill

impairment was completed during the second quarter of 2012

Based on the results of this assessment no goodwill

impairment was recognized Because of current economic

conditions the Company continues to monitor goodwill and

other intangible assets for impairment indicators throughout

the year

Income Taxes The Company estimates income tax expense

based on amounts expected to be owed to various tax

jurisdictions Currently the Company files tax returns in

approximately 235 federal state and local domestic

jurisdictions and 14 foreign jurisdictions The estimated

income tax expense is reported in the Consolidated Statement

of Income Accrued taxes represent the net estimated amount

due to or to be received from taxing jurisdictions either

currently or in the future and are reported in other assets or

other liabilities on the Consolidated Balance Sheet In

estimating accrued taxes the Company assesses the relative

merits and risks of the appropriate tax treatment considering

statutory judicial and regulatory guidance in the context of
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the tax position Because of the complexity of tax laws and

regulations interpretation can be difficult and subject to legal

judgment given specific facts and circumstances It is possible

that others given the same information may at any point in

time reach different reasonable conclusions regarding the

estimated amounts of accrued taxes

Changes in the estimate of accrued taxes occur

periodically due to changes in tax rates interpretations of tax

laws the status of examinations being conducted by various

taxing authorities and newly enacted statutory judicial and

regulatory guidance that impacts the relative merits and risks

of tax positions These changes when they occur affect

accrued taxes and can be significant to the operating results of

the Company Refer to Note 18 of the Notes to Consolidated

Financial Statements for additional information regarding

income taxes

Controls and Procedures

Under the supervision and with the participation of the

Companys management including its principal executive

officer and principal financial officer the Company has

evaluated the effectiveness of the design and operation of its

disclosure controls and procedures as defined in Rules 13a-

15e and lSd-15e under the Securities Exchange Act of

1934 the Exchange Act Based upon this evaluation the

principal executive officer and principal financial officer have

concluded that as of the end of the period covered by this

report the Companys disclosure controls and procedures

were effective

During the most recently completed fiscal quarter there

was no change made in the Companys internal controls over

financial reporting as defined in Rules 13a-15f and lSd

15f under the Exchange Act that has materially affected or

is reasonably likely to materially affect the Companys

internal control over financial reporting

The annual report of the Companys management on

internal control over financial reporting is provided on

page
71 The attestation report of Ernst Young LLP the

Companys independent accountants regarding the

Companys internal control over financial reporting is

provided on page 73

70 U.S BANCORP



Report of Management

Responsibility for the financial statements and other information presented throughout this Annual Report rests with the

management of U.S Bancorp The Company believes the consolidated financial statements have been prepared in conformity

with accounting principles generally accepted in the United States and present the substance of transactions based on the

circumstances and managements best estimates and judgment

In meeting its responsibilities for the reliability of the financial statements management is responsible for establishing and

maintaining an adequate system of internal control over financial reporting as defined by Rules 13a-1Sf and lSd-15f under

the Securities Exchange Act of 1934 The Companys system of internal control is designed to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of publicly filed financial statements in accordance with

accounting principles generally accepted in the United States

To test compliance the Company carries out an extensive audit program This program includes review for compliance with

written policies and procedures and comprehensive review of the adequacy and effectiveness of the system of internal control

Although control procedures are designed and tested it must be recognized that there are limits inherent in all systems of internal

control and therefore errors and irregularities may nevertheless occur Also estimates and judgments are required to assess and

balance the relative cost and expected benefits of the controls Projection of any evaluation of effectiveness to future periods are

subject to the risk that controls may become inadequate because of changes in conditions or that the degree of compliance with

the policies or procedures may deteriorate

The Board of Directors of the Company has an Audit Committee composed of directors who are independent of U.S Bancorp

The Audit Committee meets periodically with management the internal auditors and the independent accountants to consider

audit results and to discuss internal accounting control auditing and financial reporting matters

Management assessed the effectiveness of the Companys system
of internal control over financial reporting as of December 31

2012 In making this assessment management used the criteria set forth by the Committee of Sponsoring Organizations of the

Treadway Commission in its Internal Control-Integrated Framework Based on our assessment and those criteria management

believes the Company designed and maintained effective internal control over financial reporting as of December 31 2012

The Companys independent accountants Ernst Young LLP have been engaged to render an independent professional opinion

on the financial statements and issue an attestation report on the Companys internal control over financial reporting Their

opinion on the financial statements appearing on page 72 and their attestation on internal control over financial reporting

appearing on page 73 are based on procedures conducted in accordance with auditing standards of the Public Company

Accounting Oversight Board United States
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Report of Independent Registered Public Accounting Firm on the

Consolidated Financial Statements

The Board of Directors and Shareholders of U.S Bancorp

We have audited the accompanying consolidated balance sheets of U.S Bancorp as of December 31 2012 and 2011 and the

related consolidated statements of income comprehensive income shareholders equity and cash flows for each of the three

years in the period ended December 31 2012 These financial statements are the responsibility of U.S Bancorps management

Our responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards 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 test basis evidence supporting the amounts and

disclosures in the financial statements An audit also includes assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall financial statement presentation We believe that our audits provide

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the consolidated financial

position of U.S Bancorp at December 31 2012 and 2011 and the consolidated results of its operations and its cash flows for

each of the three years in the period ended December 31 2012 in conformity with U.S generally accepted accounting principles

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States

U.S Bancorps internal control over financial reporting as of December 31 2012 based on criteria established in Internal

Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our

report dated February 22 2013 expressed an unqualified opinion thereon

f44

Minneapolis Minnesota

February 22 2013
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Report of Independent Registered Public Accounting Firm on

Internal Control Over Financial Reporting

The Board of Directors and Shareholders of U.S Bancorp

We have audited U.S Bancorps internal control over financial reporting as of December 31 2012 based on criteria established

in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission

the COSO criteria U.S Bancorps management is responsible for maintaining effective internal control over financial reporting

and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying Report of

Management Our responsibility is to express an opinion on U.S Bancorps internal control over financial reporting based on our

audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal

control over financial reporting was maintained in all material respects Our audit included obtaining an understanding of

internal control over financial reporting assessing the risk that material weakness exists testing and evaluating the design and

operating effectiveness of internal control based on the assessed risk and performing such other procedures as we considered

necessary in the circumstances We believe that our audit provides reasonable basis for our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the

reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally

accepted accounting principles companys internal control over financial reporting includes those policies and procedures that

pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions

of the assets of the company provide reasonable assurance that transactions are recorded as necessary to permit preparation

of financial statements in accordance with generally accepted accounting principles and that receipts and expenditures of the

company are being made only in accordance with authorizations of management and directors of the company and provide

reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys

assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

In our opinion U.S Bancorp maintained in all material respects effective internal control over financial reporting as of

December 31 2012 based on the COSO criteria

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States the

consolidated balance sheets of U.S Bancorp as of December 31 2012 and 2011 and the related consolidated statements of

income comprehensive income shareholders equity and cash flows for each of the three years in the period ended December 31

2012 and our report dated February 22 2013 expressed an unqualified opinion thereon

Minneapolis Minnesota

February 22 2013

U.S BANCORP 73



Consolidated Financial Statements and Notes Table of Contents

Consolidated Financial Statements

Consolidated Balance Sheet 75

Consolidated Statement of Income 76

Consolidated Statement of Comprehensive Income 77

Consolidated Statement of Shareholders Equity
78

Consolidated Statement of Cash Flows 79

Notes to Consolidated Financial Statements

Note Significant Accounting Policies 80

Note Business Combinations and Divestitures 88

Note Restrictions on Cash and Due From Banks 88

Note Investment Securities 89

Note Loans and Allowance for Credit Losses 93

Note6Leases 101

Note Accounting for Transfers and Servicing of Financial Assets and Variable Interest Entities 101

Note Premises and Equipment
103

Note Mortgage Servicing Rights 103

Note 10 Intangible Assets 104

Note 11 Short-Term Borrowings 105

Note 12 Long-Term Debt 106

Note 13 Junior Subordinated Debentures 107

Note 14 Shareholders Equity
107

Note 15 Earnings Per Share 110

Note 16 Employee Benefits 111

Note 17 Stock-Based Compensation
116

Note 18 Income Taxes 118

Note 19 Derivative Instruments 119

Note 20 Fair Values of Assets and Liabilities 123

Note 21 Guarantees and Contingent Liabilities 132

Note 22 U.S Bancorp Parent Company 137

Note 23 Subsequent Events 138

74 U.S BANCORP



U.S Bancorp
Consolidated Balance Sheet

At December31 Dollars in Millions 2012 2011

Assets

Cash and due from banks 8252 13962

Investment securities

Held-to-maturity fair value $34952 and $19216 respectively including $1482 and $155 pledged as

collateral respectively 34389 18877

Available-for-sale $1906 and $6831 pledged as collateral respectively 40139 51937

Loans held for sale included $7957 and $6925 of mortgage loans carried at fair value respectively 7976 7156

Loans

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding covered loans

Covered loans

Total loans

Less allowance for loan losses

Net loans

Premises and equipment

Goodwill

Other intangible assets

Other assets

Total assets

Liabilities and Shareholders Equity

Deposits

Non interest-bearing

Interest-bearing

Time deposits greater than $100000

Total deposits

Short-term borrowings

Long-term debt

Other liabilities

Total liabilities

Shareholders equity

Preferred stock

Common stock par value $0.01 share authorized 4000000000 shares

issued 2012 and 2011 2125725742 shares

Capital surplus

Retained earnings

Less cost of common stock in treasury 2012 256294227 shares 2011 215904019 shares

Accumulated other comprehensive income loss

Total U.S Bancorp shareholders equity

Noncontrolling interests

Total equity

4769 2606

21

Total liabilities and equity $353855 $340122

Includes only collateral pledged by the Company where counterparties have the right to sell or pledge the collateral

See Notes to Consolidated Financial Statements

66223 56648

36953 35851

44018 37082

17115 17360

47712 48107

212021 195048

11308 14787

223329 209835

4424 4753

218905 205082

2670 2657

9143 8927

2706 2736

29675 28788

$353855 $340122

74172

145972

29039

249183

26302

25516

12587

313588

68579

134757

27549

230885

30468

31953

11845

305151

8201

34720

7790

923

38998

1269

40267

21

8238

30785

6472

1200

33978

993

34971
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U.S Bancorp
Consolidated Statement of Income

See Notes to Consolidated Financial Statements

59

62
12

15
743

9319

4320

945

917

530

388

821

304

274

1957

10456

7726

2236

5490

157

5647

5383

2.85

2.84

.78

1887

1896

$10370

200

1820

249

12639

60
25

31
1011

8760

4041

845

999

383

369

758

303

299

1914

9911

6629

1841

4788

84

4872

4721

2.47

2.46

.50

1914

1923

13

157
66

78
731

8360

3779

694

919

306

360

744

301

367

1913

9383

4200

935

3265

52

3317

3332

1.74

1.73

.20

1912

1921

Year Ended December 31 Dollars and Shares in Millions Except Per Share Data 2012 2011 2010

$10558

282

1792

251

12883

$10145

246

1601

166

2158

691 840 928

442 531 548

1005 1145 1103

2138 2516 2579

10745 10123 9579

1882 2343 4356

8863 7780 5223

892 1073 1091

744 734 710

1395 1355 1253

346 452 423

1055 1000 1080

653 659 710

541 551 555

878 841 771

1937 986 1003

150 129 111

Interest Income

Loans

Loans held for sale

Investment securities

Other interest income

Total interest income

Interest Expense

Deposits

Short-term borrowings

Long-term debt

Total interest expense

Net interest income

Provision for credit losses

Net interest income after provision for credit losses

Noninterest Income

Credit and debit card revenue

Corporate payment products revenue

Merchant processing services

ATM processing services

Trust and investment management fees

Deposit service charges

Treasury management fees

Commercial products revenue

Mortgage banking revenue

Investment products fees and commissions

Securities gains losses net

Realized gains losses net

Total other-than-temporary impairment

Portion of other-than-temporary impairment recognized in other comprehensive income

Total securities gains losses net

Other

Total noninterest income

Noninterest Expense

Compensation

Employee benefits

Net occupancy and equipment

Professional services

Marketing and business development

Technology and communications

Postage printing and supplies

Other intangibles

Other

Total noninterest expense

Income before income taxes

Applicable income taxes

Net income

Net income loss attributable to noncontrolling interests

Net income attributable to U.S Bancorp

Net income applicable to U.S Bancorp common shareholders

Earnings per common share

Diluted earnings per common share

Dividends declared per common share

Average common shares outstanding

Average diluted common shares outstanding
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U.S Bancorp
Consolidated Statement of Comprehensive Income

Year Ended December31 Dollars in Millions
2012

Net income

Other Comprehensive Income Loss

Changes in unrealized gains and losses on securities available-for-sale

Other-than-temporary impairment not recognized in earnings on securities available-for-sale

Amortization of unrealized gains on securities transferred from available-for-sale to held-to-maturity

Changes in unrealized gains losses on derivative hedges

Foreign currency translation

Reclassification to earnings of realized gains and losses

Unrealized gains losses on retirement plans

Income taxes related to other comprehensive income

Total other comprehensive income loss

Comprehensive income

Comprehensive income loss attributable to noncontrolling interests

715 920 278

12 25 66
51
74 343 383
14 16 24

376 363 365

543 464 197

172 166

277 269 16

5767 5057 3281

157 84 52

Comprehensive income attributable to U.S Bancorp $5924 $5141 $3333

See Notes to Consolidated Financial Statements

2011 2010

$5490 $4788 $3265
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U.S Bancorp
Consolidated Statement of Shareholders Equity

U.S Bancorp Shareholders

Accumulated Total

Common Other U.S Bancorp

Shares Preferred Common Capital Retained Treasury Comprehensive Shareholders Noncontrolling Total

Dollars and Shares in Millions Outstanding Stock Stock Surplus Earnings Stock Income Loss Equity Interests Equity

Balance December 31 2009 1913 $1500 $21 $8319 $24116 $6509 $1484 $25963 698 $26661

Change in accounting principle 72 73 16 89
Net income loss 3317 3317 52 3265
Other comprehensive income

loss 16 16 16

Preferred stock dividends 89 89 89
Common stock dividends 385 385 385
Issuance of preferred stock 430 10 118 558 558

Issuance of common and treasury

stock 134 263 129 129

Purchase of treasury stock 16 16 16
Distributions to noncontrolling

interests 76 76
Net other changes in noncontrolling

interests 249 249

Stock option and restricted stock

grants 99 99 99

Balance December31 2010 1921 $1930 $21 $8294 $27005 $6262 $1469 $29519 803 $30322

Change in accounting principle

Net income loss 4872 4872 84 4788

Other comprehensive income

loss 269 269 269

Preferred stock dividends 129 129 129
Common stock dividends 961 961 961
Issuance of preferred stock 676 676 676

Issuance of common and treasury

stock 11 147 340 193 193

Purchase of treasury stock 22 550 550 550
Distributions to noncontrolling

interests 80 80
Purchase of noncontrolling

interests 11
Net other changes in noncontrolling

interests 362 362

Stock option and restricted stock

grants 94 94 94

Balance December 31 2011 1910 $2606 $21 $8238 $30785 $6472 $1 200 $33978 993 $34971

Net income loss 5647 5647 157 5490
Other comprehensive income

loss 277 277 277

Preferred stock dividends 238 238 238
Common stock dividends 1474 1474 1474
Issuance of preferred stock 2163 2163 2163
Issuance of common and treasury

stock 18 119 560 441 441

Purchase of treasury stock 59 1878 1878 1878
Distributions to noncontrolling

interests 76 76
Net other changes in noncontrolling

interests 509 509

Stock option and restricted stock

grants 82 82 82

Balance December 31 2012 1869 $4769 $21 $8201 $34720 $7790 923 $38998 $1269 $40267

See Notes to Consolidated Financial Statements
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U.S Bancorp
Consolidated Statement of Cash Flows

Year Ended December31 Dollars in Millions
2012 2011 2010

Operating Activities

Net income attributable to U.S Bancorp 5647 4872 3317

Adjustments to reconcile net income to net cash provided by operating activities

Provision for credit losses 1882 2343 4356

Depreciation and amortization of premises and equipment 287 266 229

Amortization of intangibles 274 299 367

Provision for deferred income taxes 49 748 370

Gain loss on sale of loans held for sale 2889 860 1289

Gain loss on sale of securities and other assets 242 25 29

Loans originated for sale in the secondary market net of repayments 81219 46366 53614

Proceeds from sales of loans held for sale 82302 48094 50721

Other net 1867 449 1495

Net cash provided by operating activities 7958 9820 5241

Investing Activities

Proceeds from sales of available-for-sale investment securities 2060 1018 1212

Proceeds from maturities of held-to-maturity investment securities 6336 1404 167

Proceeds from maturities of available-for-sale investment securities 15374 12713 16068

Purchases of held-to-maturity investment securities 10247 18500 1010

Purchases of available-for-sale investment securities 16605 13229 24025

Net increase in loans outstanding 15158 13418 6322

Proceeds from sales of loans 1895 820 1829

Purchases of loans 2741 3078 4278

Acquisitions net of cash acquired 94 636 923

Other net 1261 1070 936

Net cash used in investing activities 20253 32704 16372

Financing Activities

Net increase in deposits 18050 24846 20527

Net increase decrease in short-term borrowings 4167 2205 592

Proceeds from issuance of long-term debt 4966 3611 7044

Principal payments or redemption of long-term debt 11415 3300 8394

Fees paid on exchange of income trust securities for perpetual preferred stock

Proceeds from issuance of preferred stock 2163 676

Proceeds from issuance of common stock 395 180 119

Repurchase of common stock 1856 514

Cash dividends paid on preferred stock 204 118 89

Cash dividends paid on common stock 1347 817 383

Net cash provided by financing activities 6585 22359 19412

Change in cash and due from banks 5710 525 8281

Cash and due from banks at beginning of period 13962 14487 6206

Cash and due from banks at end of period 8252 13962 14487

Supplemental Cash Flow Disclosures

Cash paid for income taxes 1469 495 424

Cash paid for interest 2218 2563 2631

Net noncash transfers to foreclosed property 564 702 1384

Noncash transfer of investment securities available-for-sale to held-to-maturity 11705

Acquisitions

Assets sold acquired 194 1761 14

Liabilities sold assumed 260 2100 907

Net 66 339 921

See Notes to Conso/idated Financial Statements
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Notes to Consolidated Financial Statements

Significant Accounting Policies

U.S Bancorp is multi-state financial services holding

company headquartered in Minneapolis Minnesota

U.S Bancorp and its subsidiaries the Company provide

full range of financial services including lending and

depository services through banking offices principally in the

Midwest and West regions of the United States The Company

also engages in credit card merchant and ATM processing

mortgage banking insurance trust and investment

management brokerage and leasing activities principally in

domestic markets

Basis of Presentation The consolidated financial statements

include the accounts of the Company and its subsidiaries and

all variable interest entities VIEs for which the Company

has both the power to direct the activities of the VIE that most

significantly impact the VIEs economic performance and the

obligation to absorb losses or right to receive benefits of the

VIE that could potentially be significant to the VIE

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 five reportable operating segments

Wholesale Banking and Commercial Real Estate Wholesale

Banking and Commercial Real Estate offers lending

equipment finance and small-ticket leasing depository

services treasury management capital markets international

trade services and other financial services to middle market

large corporate commercial real estate financial institution

and public sector clients

Consumer and Small Business Banking Consumer and Small

Business Banking delivers products and services through

banking offices telephone servicing and sales on-line services

direct mail ATM processing and over mobile devices such as

mobile phones and tablet computers It encompasses

community banking metropolitan banking in-store banking

small business banking consumer lending mortgage banking

workplace banking student banking and 24-hour banking

Wealth Management and Securities Services Wealth

Management and Securities Services provides private banking

financial advisory services investment management retail

brokerage services insurance trust custody and fund

servicing through five businesses Wealth Management

Corporate Trust Services U.S Bancorp Asset Management

Institutional Trust Custody and Fund Services

Payment Services Payment Services includes consumer and

business credit cards stored-value cards debit cards

corporate and purchasing card services consumer lines of

credit and merchant processing

Treasury and Corporate Support Treasury and Corporate

Support includes the Companys investment portfolios most

covered commercial and commercial real estate loans and

related other real estate owned OREO funding capital

management interest rate risk management the net effect of

transfer pricing related to average balances and the residual

aggregate of those expenses associated with
corporate

activities that are managed on consolidated basis

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 allocate funding

costs and benefits expenses and other financial elements to

each line of business For details of these methodologies and

segment results see Basis for Financial Presentation and

Table 24 Line of Business Financial Performance included

in Managements Discussion and Analysis which is

incorporated by reference into these Notes to Consolidated

Financial Statements

Securities

Realized gains or losses on securities are determined on

trade date basis based on the specific amortized cost of the

investments sold

Trading Securities Debt and equity securities held for resale

are classified as trading securities and are included in other

assets and reported at fair value Changes in fair value and

realized gains or losses are reported in noninterest income

Available-for-sale Securities These securities are not trading

securities but may be sold before maturity in response to

changes in the Companys interest rate risk profile funding
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needs demand for collateralized deposits by public entities or

other reasons Available-for-sale securities are carried at fair

value with unrealized net gains or losses reported within other

comprehensive income loss in shareholders equity Declines

in fair value related to other-than-temporary impairment if

any are reported in noninterest income

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

Declines in fair value related to other-than-temporary

impairment if any are reported in noninterest income

Securities Purchased Under Agreements to Resell and

Securities Sold Under Agreements to Repurchase Securities

purchased under agreements to resell and securities sold under

agreements to repurchase are accounted for as collateralized

financing transactions and are recorded at the amounts at

which the securities were acquired or sold plus accrued

interest The fair value of collateral received is continually

monitored and additional collateral is obtained or requested

to be returned to the Company as deemed appropriate

Equity Investments in Operating Entities

Equity investments in public entities in which the Companys

ownership is less than 20 percent are accounted for as

available-for-sale securities and are carried at fair value

Similar investments in private entities are accounted for using

the cost method Investments in entities where the Company

has significant influence generally between 20 percent and

50 percent ownership but does not control the entity are

accounted for using the equity method Investments in limited

partnerships and limited liability companies where the

Companys ownership interest is greater than percent are

accounted for using the equity method All equity investments

are evaluated for impairment at least annually and more

frequently if certain criteria are met

Loans

The Company offers broad array
of lending products and

categorizes its loan portfolio into three segments which is the

level at which it develops and documents systematic

methodology to determine the allowance for credit losses The

Companys three loan portfolio segments are commercial

lending consumer lending and covered loans The Company

further disaggregates its loan portfolio segments
into various

classes based on their underlying risk characteristics The two

classes within the commercial lending segment are commercial

loans and commercial real estate loans The three classes

within consumer lending are residential mortgages credit card

loans and other retail loans The covered loan segment

consists of only one class

The Companys accounting methods for loans differ

depending on whether the loans are originated or purchased

and for purchased loans whether the loans were acquired at

discount related to evidence of credit deterioration since date

of origination

Originated Loans Held for Investment Loans the Company

originates as held for investment are reported at the principal

amount outstanding net of unearned income net deferred

loan fees or costs and any direct principal charge-offs

Interest income is accrued on the unpaid principal balances as

earned Loan and commitment fees and certain direct loan

origination costs are deferred and recognized over the life of

the loan and/or commitment period as yield adjustments

Purchased Loans All purchased loans non-impaired and

impaired acquired after January 2009 are initially

measured at fair value as of the acquisition date in accordance

with applicable authoritative accounting guidance Credit

discounts are included in the determination of fair value An

allowance for credit losses is not recorded at the acquisition

date for loans purchased after January 2009 In accordance

with applicable authoritative accounting guidance purchased

non-impaired loans acquired in business combination prior

to January 2009 were generally recorded at the

predecessors carrying value including an allowance for credit

losses

In determining the acquisition date fair value of

purchased impaired loans and in subsequent accounting the

Company generally aggregates purchased consumer loans and

certain smaller balance commercial loans into pools of loans

with common risk characteristics while accounting for larger

balance commercial loans individually Expected cash flows at

the purchase date in excess of the fair value of loans are

recorded as interest income over the life of the loans if the

timing and amount of the future cash flows is reasonably

estimable Subsequent to the purchase date increases in cash

flows over those expected at the purchase date are recognized

as interest income prospectively The present value of any

decreases in expected cash flows other than from decreases in

variable interest rates after the purchase date is recognized by

recording an allowance for credit losses Revolving loans

including lines of credit and credit cards loans and leases are

excluded from purchased impaired loans accounting

For purchased loans acquired after January 2009 that

are not deemed impaired at acquisition credit discounts

representing the principal losses expected over the life of the

loan are component of the initial fair value Subsequent to

the purchase date the methods utilized to estimate the

required allowance for credit losses for these loans is similar

to originated loans however the Company records

provision for credit losses only when the required allowance

exceeds any remaining credit discounts The remaining

differences between the purchase price and the unpaid
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principal balance at the date of acquisition are recorded in

interest income over the life of the loans

Covered Assets Loans covered under loss sharing or similar

credit protection agreements with the Federal Deposit

Insurance Corporation FDIC are reported in loans along

with the related indemnification asset Foreclosed real estate

covered under similar agreements is recorded in other assets

In accordance with applicable authoritative accounting

guidance effective for the Company beginning January

2009 all purchased loans and related indemnification assets

are recorded at fair value at date of purchase

In October 2012 the Financial Accounting Standards

Board issued accounting guidance which the Company will

adopt January 2013 applicable to indemnification assets

related to FDIC loss-sharing agreements The guidance

requires any reduction in expected cash flows from the FDIC

resulting from increases in expected cash flows of the covered

assets when there are no previous valuation allowances to

reverse to be amortized over the shorter of the remaining

contractual term of the indemnification agreements or the

remaining life of the covered assets Prior to the 2013

adoption of this guidance the Company has amortized

decreases in expected cash flows from the FDIC over the

expected life of the covered assets The Company does not

expect adopting this guidance will materially affect its

financial statements

Commitments to Extend Credit Unfunded commitments for

residential mortgage loans intended to be held for sale are

considered derivatives and recorded on the balance sheet at

fair value with changes in fair value recorded in income All

other unfunded loan commitments are not considered

derivatives For loans purchased after January 2009 the

fair value of the unfunded credit commitments is considered in

the determination of the fair value of the loans recorded at the

date of acquisition Reserves for credit
exposure on all other

unfunded credit commitments are recorded in other liabilities

Allowance for Credit Losses The allowance for credit losses

reserves for probable and estimable losses incurred in the

Companys loan and lease portfolio and includes certain

amounts that do not represent loss
exposure to the Company

because those losses are recoverable under loss sharing

agreements with the FDIC The allowance for credit losses is

increased through provisions charged to operating earnings

and reduced by net charge-offs Management evaluates the

allowance each
quarter to ensure it appropriately reserves for

incurred losses

The allowance recorded for loans in the commercial

lending segment is based on reviews of individual credit

relationships and considers the migration analysis of

commercial lending segment loans and actual loss experience

The Company currently uses 12-year period of historical

losses in considering actual loss experience because it believes

that period best reflects the losses incurred in the portfolio

This timeframe and the results of the analysis are evaluated

quarterly to determine if they are appropriate The allowance

recorded for impaired loans greater than $5 million in the

commercial lending segment is based on an individual loan

analysis utilizing expected cash flows discounted using the

original effective interest rate the observable market price or

the fair value of the collateral for collateral-dependent loans

The allowance recorded for all other commercial lending

segment
loans is determined on homogenous pooi basis and

includes consideration of product mix risk characteristics of

the portfolio bankruptcy experience and historical losses

adjusted for current trends The Company also considers the

impacts of any loan modifications made to commercial

lending segment loans and any subsequent payment defaults

to its expectations of cash flows principal balance and

current expectations about the borrowers ability to pay in

determining the allowance for credit losses

The allowance recorded for purchased impaired and

Troubled Debt Restructuring TDR loans in the consumer

lending segment is determined on homogenous pool basis

utilizing expected cash flows discounted using the original

effective interest rate of the pool The allowance for collateral-

dependent loans in the consumer lending segment is

determined based on the fair value of the collateral The

allowance recorded for all other consumer lending segment

loans is determined on homogenous pool basis and includes

consideration of product mix risk characteristics of the

portfolio bankruptcy experience delinquency status

refreshed loan-to-value ratios when possible portfolio growth

and historical losses adjusted for current trends The

Company also considers any modifications made to consumer

lending segment loans including the impacts of any

subsequent payment defaults since modification in

determining the allowance for credit losses such as the

borrowers ability to pay under the restructured terms and

the timing and amount of payments

The allowance for the covered loan segment is evaluated

each quarter in manner similar to that described for non-

covered loans and represents any decreases in expected cash

flows of those loans after the acquisition date The provision

for credit losses for covered loans considers the

indemnification provided by the FDIC

In addition subsequent payment defaults on loan

modifications considered TDRs are considered in the

underlying factors used in the determination of the

appropriateness of the allowance for credit losses For each

loan segment the Company estimates future loan charge-offs

through variety of analysis trends and underlying

assumptions With respect to the commercial lending segment

TDRs may be collectively evaluated for impairment where
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observed performance history including defaults is primary

driver of the loss allocation For commercial TDRs individually

evaluated for impairment attributes of the borrower are the

primary factors in determining the allowance for credit losses

However incorporation of loss history is factored into the

allowance methodology applied to this category of loans With

respect to the consumer lending segment performance of the

portfolio including defaults on TDRs is considered when

estimating future cash flows

The Companys methodology for determining the

appropriate allowance for credit losses for all the loan

segments also considers the imprecision inherent in the

methodologies used As result in addition to the amounts

determined under the methodologies described above

management also considers the potential impact of other

qualitative factors which include but are not limited to

economic factors geographic and other concentration risks

delinquency and nonaccrual trends current business

conditions changes in lending policy underwriting standards

internal review and other relevant business practices and the

regulatory environment The consideration of these items

results in adjustments to allowance amounts included in the

Companys allowance for credit losses for each of the above

loan segments

The Company also assesses the credit risk associated with

off-balance sheet loan commitments letters of credit and

derivatives Credit risk associated with derivatives is reflected

in the fair values recorded for those positions The liability for

off-balance sheet credit exposure related to loan commitments

and other credit guarantees is included in other liabilities

Because business processes and credit risks associated with

unfunded credit commitments are essentially the same as for

loans the Company utilizes similar processes to estimate its

liability for unfunded credit commitments

Credit Quality The quality of the Companys loan portfolios is

assessed as function of net credit losses levels of

nonperforming assets and delinquencies and credit quality

ratings as defined by the Company

For all loan classes loans are considered past due based

on the number of days delinquent except for monthly

amortizing loans which are classified delinquent based upon

the number of contractually required payments not made for

example two missed payments is considered 30 days

delinquent

Commercial lending segment loans are generally placed on

nonaccrual status when the collection of principal and interest

has become 90 days past due or is otherwise considered

doubtful When loan is placed on nonaccrual status unpaid

accrued interest is reversed Commercial lending segment loans

are generally fully or partially charged down to the fair value

of the collateral securing the loan less costs to sell when the

loan is considered uncollectible

Consumer lending segment loans are generally charged-off

at specific number of days or payments past due Residential

mortgages and other retail loans secured by 1-4 family

properties are generally charged down to the fair value of the

collateral securing the loan less costs to sell at 180 days past

due and placed on nonaccrual status in instances where

partial charge-off occurs unless the loan is well secured and in

the process of collection Loans and lines in junior lien

position secured by 1-4 family properties are placed on

nonaccrual status at 120 days past
due or when behind first

lien that has become 180 days or greater past due or placed on

nonaccrual status Any secured consumer lending segment loan

whose borrower has had debt discharged through bankruptcy

for which the loan amount exceeds the fair value of the

collateral is charged down to the fair value of the related

collateral and the remaining balance is placed on nonaccrual

status Credit card loans continue to accrue interest until the

account is charged off Credit cards are charged off at

180 days past due Other retail loans not secured by 1-4 family

properties are charged-off at 120 days past due and revolving

consumer lines are charged off at 180 days past due Similar to

credit cards other retail loans are generally not placed on

nonaccrual status because of the relative short period of time

to charge-off Certain retail customers having financial

difficulties may have the terms of their credit card and other

loan agreements modified to require only principal payments

and as such are reported as nonaccrual

For all loan classes interest payments received on

nonaccrual loans are generally recorded as reduction to the

loan carrying amount Interest payments are generally recorded

as reductions to loans carrying amount while loan is on

nonaccrual and are recognized as interest income upon payoff

of the loan Interest income may be recognized for interest

payments if the remaining carrying amount of the loan is

believed to be collectible In certain circumstances loans in any

class may be restored to accrual status such as when loan

has demonstrated sustained repayment performance or no

amounts are past due and prospects for future payment are no

longer in doubt or the loan becomes well secured and is in the

process of collection Loans where there has been partial

charge-off may be returned to accrual status if all principal and

interest including amounts previously charged-off is expected

to be collected and the loan is current

Covered loans not considered to be purchased impaired

are evaluated for delinquency nonaccrual status and charge-

off consistent with the class of loan they would be included in

had the loss share coverage not been in place Generally

purchased impaired loans are considered accruing loans

However the timing and amount of future cash flows for

some loans is not reasonably estimable Those loans are

classified as nonaccrual loans and interest income is not

recognized until the timing and amount of the future cash

flows can be reasonably estimated
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The Company classifies its loan portfolios using internal

credit quality ratings on quarterly basis These ratings

include pass special mention and classified and are an

important part of the Companys overall credit risk

management process
and evaluation of the allowance for

credit losses Loans with pass rating represent those not

classified on the Companys rating scale for problem credits

as minimal credit risk has been identified Special mention

loans are those that have potential weakness deserving

managements close attention Classified loans are those

where well-defined weakness has been identified that may

put full collection of contractual cash flows at risk It is

possible that others given the same information may reach

different reasonable conclusions regarding the credit quality

rating classification of specific loans

Troubled Debt Restructurings In certain circumstances the

Company may modify the terms of loan to maximize the

collection of amounts due when borrower is experiencing

financial difficulties or is expected to experience difficulties in

the near-term Concessionary modifications are classified as

TDRs unless the modification results in only an insignificant

delay in payments to be received The Company recognizes

interest on TDRs if the borrower complies with the revised

terms and conditions as agreed upon with the Company and

has demonstrated repayment performance at level

commensurate with the modified terms over several payment

cycles To the extent previous restructuring was

insignificant the Company considers the cumulative effect of

past restructurings related to the receivable when determining

whether current restructuring is TDR Loans classified as

TDRs are considered impaired loans for reporting and

measurement purposes

Many of the Companys TDRs are determined on case-

by-case basis in connection with ongoing loan collection

processes However the Company has also implemented

certain restructuring programs that may result in TDRs

For the commercial lending segment modifications

generally result in the Company working with borrowers on

case-by-case basis Commercial and commercial real estate

modifications generally include extensions of the maturity date

and may be accompanied by an increase or decrease to the

interest rate which may not be deemed market rate of interest

In addition the Company may work with the borrower in

identifying other changes that mitigate loss to the Company

which may include additional collateral or guarantees to support

the loan To lesser extent the Company may waive

contractual principal The Company classifies these concessions

as TDRs to the extent the Company determines that the

borrower is experiencing financial difficulty

Modifications for the consumer lending segment are

generally part of programs the Company has initiated The

Company participates in the U.S Department of Treasury

Home Affordable Modification Program HAMP HAMP

gives qualifying homeowners an opportunity to permanently

modify residential mortgage
loans and achieve more affordable

monthly payments with the U.S Department of Treasury

compensating the Company for portion of the reduction in

monthly amounts due from borrowers participating in this

program The Company also modifies residential mortgage

loans under Federal Housing Administration Department of

Veterans Affairs or other internal programs Under these

programs the Company provides concessions to qualifying

borrowers experiencing financial difficulties The concessions

may include adjustments to interest rates conversion of

adjustable rates to fixed rates extension of maturity
dates or

deferrals of payments capitalization of accrued interest and/or

outstanding advances or in limited situations partial

forgiveness of loan principal In most instances participation

in residential mortgage loan restructuring programs requires

the customer to complete short-term trial period

permanent loan modification is contingent on the customer

successfully completing the trial period arrangement and the

loan documents are not modified until that time The

Company reports loans in trial period arrangement as TDRs

Credit card and other retail loan modifications are generally

part
of two distinct restructuring programs The Company offers

workout programs providing customers experiencing financial

difficulty with modifications whereby balances may be

amortized up to 60 months and generally include waiver of fees

and reduced interest rates The Company also provides

modification programs to qualifying customers experiencing

temporary financial hardship in which reductions are made to

monthly required minimum payments for up to 12 months

Balances related to these programs are generally frozen

however accounts may be reopened upon successful exit of the

program in which account privileges may be restored

In addition the Company considers secured loans to

consumer borrowers that have debt discharged through

bankruptcy where the borrower has not reaffirmed the debt to

be TDRs

Modifications to loans in the covered segment are similar

in nature to that described above for non-covered loans and

the evaluation and determination of TDR status is similar

except that acquired loans restructured after acquisition are

not considered TDRs for purposes
of the Companys

accounting and disclosure if the loans evidenced credit

deterioration as of the acquisition date and are accounted for

in pools Losses associated with the modification on covered

loans including the economic impact of interest rate

reductions are generally eligible for reimbursement under loss

sharing agreements
with the FDIC

Impaired Loans For all loan classes loan is considered to be

impaired when based on current events or information it is

probable the Company will be unable to collect all amounts
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due per the contractual terms of the loan agreement Impaired Other Real Estate OREO is included in other assets and is

loans include all nonaccrual and TDR loans For all loan

classes interest income on TDR loans is recognized under the

modified terms and conditions if the borrower has

demonstrated repayment performance at level

commensurate with the modified terms over several payment

cycles Interest income is generally not recognized on other

impaired loans until the loan is paid off However interest

income may be recognized for interest payments if the

remaining carrying amount of the loan is believed to be

collectible

Factors used by the Company in determining whether all

principal and interest payments due on commercial and

commercial real estate loans will be collected and therefore

whether those loans are impaired include but are not limited

to the financial condition of the borrower collateral and/or

guarantees on the loan and the borrowers estimated future

ability to pay based on industry geographic location and

certain financial ratios The evaluation of impairment on

residential mortgages credit card and other retail loans is

primarily driven by delinquency status of individual loans or

whether loan has been modified Individual covered loans

whose future losses are covered by loss sharing agreements

with the FDIC that substantially reduce the risk of credit

losses to the Company are evaluated for impairment and

accounted for in manner consistent with the class of loan

they would have been included in had the loss sharing

coverage not been in place

Leases The Companys lease portfolio consists of both direct

financing and leveraged leases 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 recorded in interest income over the terms of the

leases to produce 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

Residual values on leased assets are reviewed regularly

for other-than-temporary impairment Residual valuations for

retail automobile leases are based on independent assessments

of expected used car sale prices at the end-of-term

Impairment tests are conducted based on these valuations

considering the probability of the lessee returning the asset to

the Company re-marketing efforts insurance coverage and

ancillary fees and costs Valuations for commercial leases are

based upon external or internal management appraisals

When there is impairment of the Companys interest in the

residual value of leased asset the carrying value is reduced

to the estimated fair value with the writedown recognized in

the current period

property acquired through foreclosure or other proceedings

on defaulted loans OREO includes properties vacated by the

borrower and maintained by the Company regardless of

whether title in the property has transferred to the Company

OREO is initially recorded at fair value less estimated selling

costs OREO is evaluated regularly and
any

decreases in value

along with holding costs such as taxes and insurance are

reported in noninterest expense

Loans Held for Sale

Loans held for sale LHFS represent mortgage loan

originations intended to be sold in the secondary market and

other loans that management has an active plan to sell LHFS

are carried at the lower-of-cost-or-fair value as determined on

an aggregate basis by type of loan with the exception of loans

for which the Company has elected fair value accounting

which are carried at fair value The credit component of any

writedowns upon the transfer of loans to LHFS is reflected in

loan charge-offs

Where an election is made to carry the LHFS at fair

value any further decreases or subsequent increases in fair

value are recognized in noninterest income Where an election

is made to carry LHFS at lower-of-cost-or-fair value any

further decreases are recognized in noninterest income and

increases in fair value are not recognized until the loans are

sold Fair value elections are made at the time of origination

or purchase based on the Companys fair value election

policy

Derivative Financial Instruments

In the ordinary course of business the Company enters into

derivative transactions to manage its interest rate

prepayment credit price and foreign currency risk and to

accommodate the business requirements of its customers

Derivative instruments are reported in other assets or other

liabilities at fair value Changes in derivatives fair value are

recognized currently in earnings unless specific hedge

accounting criteria are met

All derivative instruments that qualify and are designated

for hedge accounting are recorded at fair value and classified

either as hedge of the fair value of recognized asset or

liability fair value hedge hedge of the variability of cash

flows to be received or paid related to recognized asset or

liability or forecasted transaction cash flow hedge or

hedge of the volatility of an investment in foreign operations

driven by changes in foreign currency exchange rates net

investment hedge Changes in the fair value of derivative

that is highly effective and designated as fair value hedge

and the offsetting changes in the fair value of the hedged item

are recorded in earnings Effective changes in the fair value of
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derivative designated as cash flow hedge are recorded in

other comprehensive income loss until cash flows of the

hedged item are realized Any change in fair value resulting

from hedge ineffectiveness is immediately recorded in

noninterest income Effective changes in the fair value of net

investment hedges are recorded in other comprehensive

income loss The Company performs an assessment both at

the inception of hedge and at minimum on quarterly

basis thereafter to determine whether derivatives designated

as hedging instruments are highly effective in offsetting

changes in the value of the hedged items

If derivative designated as cash flow hedge is

terminated or ceases to be highly effective the gain or loss in

other comprehensive income loss is amortized to earnings

over the period the forecasted hedged transactions impact

earnings If hedged forecasted transaction is no longer

probable hedge accounting is ceased and any gain or loss

included in other comprehensive income loss is reported in

earnings immediately unless the forecasted transaction is at

least reasonably possible of occuring whereby the amounts

within other comprehensive income loss remain

Revenue Recognition

The Company recognizes revenue as it is earned based on

contractual terms as transactions occur or as services are

provided and collectability is reasonably assured In certain

circumstances noninterest income is reported net of

associated expenses that are directly related to variable

volume-based sales or revenue sharing arrangements or when

the Company acts on an agency basis for others Certain

specific policies include the following

Credit and Debit Card Revenue and Corporate Payment Products

Revenue Credit and debit card revenue includes interchange

income from consumer credit and debit cards annual fees and

other transaction and account management fees Corporate

payment products revenue primarily includes interchange

income from corporate and purchasing card transactions

processed through card association networks and merchant

discount income from closed loop network transactions

Interchange income is fee paid by merchant bank to the

card-issuing bank through the interchange network

Interchange fees are set by the credit card associations and are

based on cardholder purchase volumes Merchant discount

income is fee paid by merchant to the Company through

the closed loop network Merchant discount fees are set by the

Company directly with the merchant The Company records

interchange and merchant discount income as transactions

occur Transaction and account management fees are

recognized as transactions occur or services are provided

except for annual fees which are recognized over the

applicable period Volume-related payments to partners and

credit card associations and expenses for rewards programs are

also recorded within credit and debit card revenue and

corporate payment products revenue Payments to partners

and expenses related to rewards programs are recorded when

earned by the partner or customer

Merchant Processing Services Merchant processing services

revenue consists principally of transaction and account

management fees charged to merchants for the electronic

processing of transactions net of interchange fees paid to the

card-issuing bank card association assessments and revenue

sharing amounts and is recognized at the time the merchants

transactions are processed or other services are performed

The Company may enter into revenue sharing agreements

with referral partners or in connection with purchases of

merchant contracts from sellers The revenue sharing amounts

are determined primarily on sales volume processed or

revenue generated for particular group of merchants

Merchant processing revenue also includes revenues related to

point-of-sale equipment recorded as sales when the equipment

is shipped or as earned for equipment rentals

Trust and Investment Management Fees Trust and investment

management fees are recognized over the period in which

services are performed and are based on percentage of the

fair value of the assets under management or administration

fixed based on account type or transaction-based fees

Commercial Products Revenue Commercial products revenue

primarily includes revenue related to ancillary services

provided to Wholesale Banking and Commercial Real Estate

customers including standby letter of credit fees non-yield

related loan fees capital markets related revenue and non-

yield related leasing revenue These fees are recognized as

earned or as transactions occur and services are provided

Mortgage Banking Revenue Mortgage banking revenue

includes revenue derived from mortgages originated and

subsequently sold generally with servicing retained The

primary components include gains and losses on mortgage

sales servicing revenue including losses related to the

repurchase of previously sold loans changes in fair value for

mortgage loans originated with the intent to sell and measured

at fair value under the fair value option changes in the fair

value of mortgage servicing rights MSRs and the impact

of risk management activities associated with the mortgage

origination pipeline funded loans and MSRs Net interest

income from mortgage loans is recorded in interest income

Refer to Other Significant Policies in Note as well as Note

and Note 20 for further discussion of MSRs

Deposit Service Charges Service charges on deposit accounts

are primarily monthly fees based on minimum balances or

transaction-based fees These fees are recognized as earned or

as transactions occur and services are provided
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Other Significant Policies

Intangible Assets The price paid over the net fair value of

acquired businesses goodwill is not amortized Other

intangible assets are amortized over their estimated useful

lives using straight-line and accelerated methods The

recoverability of goodwill and other intangible assets is

evaluated annually at minimum or on an interim basis if

events or circumstances indicate possible inability to realize

the carrying amount The evaluation includes assessing the

estimated fair value of the intangible asset based on market

prices for similar assets where available and the present value

of the estimated future cash flows associated with the

intangible asset

Income Taxes Deferred taxes are recorded to reflect the tax

consequences on future years of differences between the tax

basis of assets and liabilities and their financial reporting

carrying amounts

Mortgage Servicing Rights MSRs are capitalized as separate

assets when loans are sold and servicing is retained or if they

are purchased from others MSRs are recorded at fair value

The Company determines the fair value by estimating the

present value of the assets future cash flows utilizing market-

based prepayment rates discount rates and other

assumptions validated through comparison to trade

information industry surveys and independent third party

valuations Changes in the fair value of MSRs are recorded in

earnings during the period in which they occur

Pensions For purposes of its pension plans the Company

utilizes its fiscal year-end as the measurement date At the

measurement date plan assets are determined based on fair

value generally representing observable market prices or the

net asset value provided by the plans administrator The

actuarial cost method used to compute the pension liabilities

and related expense is the projected unit credit method The

projected benefit obligation is principally determined based on

the present value of projected benefit distributions at an

assumed discount rate The discount rate utilized is based on

the investment yield of high quality corporate bonds available

in the marketplace with maturities equal to projected cash

flows of future benefit payments as of the measurement date

Periodic pension expense or income includes service costs

interest costs based on the assumed discount rate the

expected return on plan assets based on an actuarially derived

market-related value and amortization of actuarial gains and

losses Pension accounting reflects the long-term nature of

benefit obligations and the investment horizon of plan assets

and can have the effect of reducing earnings volatility related

to short-term changes in interest rates and market valuations

Actuarial gains and losses include the impact of plan

amendments and various unrecognized gains and losses which

are deferred and amortized over the future service periods of

active employees The market-related value utilized to

determine the expected return on plan assets is based on fair

value adjusted for the difference between expected returns and

actual performance of plan assets The unrealized difference

between actual experience and expected returns is included in

expense over period of approximately twelve years The

overfunded or underfunded status of the plans is recorded as

an asset or liability on the Consolidated Balance Sheet with

changes in that status recognized through other

comprehensive income loss

Premises and Equipment Premises and equipment are stated at

cost less accumulated depreciation and depreciated primarily

on straight-line basis over the estimated life of the assets

Estimated useful lives range up to 40 years for newly

constructed buildings and from to 20 years for furniture and

equipment

Capitalized leases less accumulated amortization are

included in premises and equipment Capitalized lease

obligations are included in long-term debt Capitalized leases

are amortized on straight-line basis over the lease term and

the amortization is included in depreciation expense

Stock-Based Compensation The Company grants
stock-based

awards including restricted stock restricted stock units and

options to purchase common stock of the Company Stock

option grants are for fixed number of shares to employees

and directors with an exercise price equal to the fair value of

the shares at the date of grant Restricted stock and restricted

stock unit grants are awarded at no cost to the recipient

Stock-based compensation for awards is recognized in the

Companys results of operations on straight-line basis over

the vesting period The Company immediately recognizes

compensation cost of awards to employees that meet

retirement status despite their continued active employment

The amortization of stock-based compensation reflects

estimated forfeitures adjusted for actual forfeiture experience

As compensation expense
is recognized deferred tax asset is

recorded that represents an estimate of the future tax

deduction from exercise or release of restrictions At the time

stock-based awards are exercised cancelled expire or

restrictions are released the Company may be required to

recognize an adjustment to tax expense depending on the

market price of the Companys common stock at that time

Per Share Calculations Earnings per common share is

calculated by dividing net income applicable to U.S Bancorp

common shareholders by the weighted average
number of

common shares outstanding Diluted earnings per common

share is calculated by adjusting income and outstanding

shares assuming conversion of all potentially dilutive

securities
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Business Combinations and Divestitures

In January 2012 the Company acquired the banking

operations of BankEast subsidiary of BankEast

Corporation from the FDIC This transaction did not include

loss sharing agreement The Company acquired

approximately $261 million of assets and assumed

approximately $252 million of deposits from the FDIC with

this transaction

In November 2012 the Company acquired the hedge

fund administration servicing business of Alternative

Investment Solutions LLC The Company recorded

approximately $108 million of assets including intangibles

and approximately $3 million of liabilities with this

transaction

In December 2012 the Company acquired FSV Payment

Systems Inc prepaid card program manager with

proprietary processing platform The Company recorded

approximately $243 million of assets including intangibles

and approximately $28 million of liabilities with this

transaction

During 2011 the Company acquired the banking

operations of First Community Bank of New Mexico FCB
from the FDIC The FCB transaction did not include loss

sharing agreement The Company acquired 38 branch

locations and approximately $1.8 billion in assets assumed

approximately $2.1 billion in liabilities and received

approximately $412 million in cash from the FDIC In

addition the Company recognized $46 million gain on this

transaction during 2011

Restrictions on Cash and Due from Banks

The Federal Reserve Bank requires bank subsidiaries to

maintain minimum average reserve balances either in the

form of cash or reserve balances held with the Federal Reserve

Bank The amount of those required reserve balances was

approximately $1.7 billion at December 31 2012 and 2011

At December 31 2012 and 2011 the Company held $.9

billion and $8.5 billion respectively of balances at the

Federal Reserve Bank These balances are included in cash and

due from banks on the Consolidated Balance Sheet
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Investment Securities

The amortized cost other-than-temporary impairment recorded in other comprehensive income loss gross
unrealized holding

gains and losses and fair value of held-to-maturity and available-for-sale investment securities at December 31 were as follows

2012 2011

Unrealized Losses Unrealized Losses

Amortized Unrealized Other-than- Amortized Unrealized Other-than-

Dollars
in Millions Cost Gains Temporary Other Fair Value Cost Gains Temporary Other Fair Value

Held-to-maturity

U.S Treasury and agencies 3154 27 3181 2560 35 2595

Mortgage-backed securities

Residential

Agency 31064 545 31603 16085 333 16415

Non-agency non-prime ..

Commercial non-agency

Asset-backed securities

Collateralized debt obligations

Collateralized loan

obligations 15 22 52 13 63

Other 19 17 23 17

Obligations of state and political

subdivisions 20 21 23 23

Obligations of foreign

governments

Other debt securities 115 17 98 121 29 92

Total held-to-maturity $34389 590 24 $34952 $18877 383 38 $19216

Available-for-sale

U.S Treasury and agencies 1211 16 1226 1045 13 1057

Mortgage-backed securities

Residential

Agency 28754 746 29495 39337 981 40314

Non-agency

Prime 641 16 624 911 63 50 803

Non-prime 372 20 355 1047 247 802

Commercial

Agency 185 193 133 140

Non-agency 42 42

Asset-backed securities

Collateralized debt obligations

Collateralized loan

obligations 32 10 42 180 31 206

Other 579 14 592 694 16 24 681

Obligations of state and political

subdivisions 6059 396 6455 6394 167 22 6539

Obligations of foreign

governments

Corporatedebtsecurities 814 85 731 1000 174 827

Perpetual preferred securities 205 27 14 218 379 25 86 318

Other investments 182 20 202 188 15 202

Total available-for-sale $39040 $1246 $36 $111 $40139 $51356 $1272 $318 $373 $51937

Held-to-maturity investment securities are carried at historical cost or at fair value at the time of transfer from the available-for-sale to held-to-maturity category adjusted for amortization of

premiums and accretion of discounts and credit-related other-than-temporary impairment

Available-for-sale investment securities are camed at fair value with unrealized net gains or losses reported within accumulated other comprehensive income loss in shareholders equity

Prime securities are those designated as such by the issuer at ongination When an issuer designation is unavailable the Company determines at acquisition date the categorization based on

asset pool characteristics such as weighted-average credit score loan-to-value loan type prevalence of low documentation loans and deal performance such as pool delinquencies and

security market spreads When the Company determines the designation prime securities typically have weighted average credit score of 725 or higher and loan-to-value of 80 percent or

lower however other pool characteristics may result in designations that deviate from these credit score and loan-to-value thresholds

Includes all securities not meeting the conditions to be designated as prime

Represents impairment not related to credit for those investment securities that have been determined to be other-than-temporarily impaired

Represents unrealized losses on investment securities that have not bean determined to be other-than-temporarily impaired
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The following table provides information about the amount of interest income from taxable and non-taxable investment

securities

Year Ended December31 Dollars in Millions 2012 2011 2010

Taxable $1515 $1517 $1292

Non-taxable 277 303 309

Total interest income from investment securities $1 792 $1820 $1601

The following table provides information about the amount of gross gains and losses realized through the sales of available-for-

sale investment securities

Year Ended December31 Dollars in Millions 2012 2011 2010

Realizedgains $158 $11 $21

Realized losses 99

Net realized gains losses 59 $13

Income tax benefit on net realized gains losses 23

Some of the SIV-related securities evidenced credit deterioration at the time of acquisition by the Company All investment

securities with evidence of credit deterioration at acquisition have been subsequently sold by the Company as of December 31

2012 Changes in the accretable balance for these investment securities were as follows

Year Ended December 31 Dollars in Millions

Balance at beginning of period

Additions

Disposals

Accretion

Other

Balance at end of period

Primarily resulted from the exchange of certain SlVs for the underlying investment securities

Pnmanly resulted from the sale of securities covered under loss sharing agreements with the PD/C and the exchange of certain SlVs for the underlying investment securities

Primarily represents changes in proected future cash flows related to variable rates on certain investment securities

During 2012 the Company transferred $11.7 billion of

available-for-sale agency mortgage-backed investment

securities to the held-to-maturity category reflecting the

Companys intent to hold those securities to maturity

The weighted-average maturity of the available-for-sale

investment securities was 4.1 years at December 31 2012

compared with 5.2 years at December 31 2011 The

corresponding weighted-average yields were 2.93 percent and

3.19 percent respectively The weighted-average maturity of

the held-to-maturity investment securities was 3.3 years at

December 31 2012 and 3.9 years at December 31 2011 The

corresponding weighted-average yields were 1.94 percent and

2.21 percent respectively

For amortized cost fair value and yield by maturity date

of held-to-maturity and available-for-sale investment securities

outstanding at December 31 2012 refer to Table 13 included

in Managements Discussion and Analysis which is

incorporated by reference into these Notes to Consolidated

Financial Statements

Investment securities with fair value of $20.1 billion at

December 31 2012 and $20.7 billion at December 31 2011

were pledged to secure public private and trust deposits

repurchase agreements and for other purposes required by

contractual obligation or law Included in these amounts were

securities where the Company and certain counterparties have

agreements granting the counterparties the right to sell or

pledge the securities Investment securities delivered under

these types of arrangements had fair value of $3.4 billion at

December 31 2012 and $7.0 billion at December 31 2011

In 2007 the Company purchased certain structured

investment securities SIVs from certain money market

funds managed by an affiliate of the Company Subsequent to

the initial purchase the Company exchanged its interest in the

SIVs for pro-rata portion of the underlying investment

securities according to the applicable restructuring

agreements The SIVs and the investment securities received

are collectively referred to as SIV-related securities During

2012 the Company sold essentially all of the SIV-related

securities

2012 2011 2010

$100 $139 $292

66

90 219
11 17 29

22 29

$100 $139

The Company conducts regular assessment of its

investment securities with unrealized losses to determine

whether investment securities are other-than-temporarily

impaired considering among other factors the nature of the

investment securities credit ratings or financial condition of

the issuer the extent and duration of the unrealized loss

expected cash flows of underlying collateral market

conditions and whether the Company intends to sell or it is

more likely than not the Company will be required to sell the

investment securities
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The following table summarizes other-than-temporary impairment by investment category

Held-to-maturity

Other asset-backed securities

Total held-to-maturity

Available-for-sale

Mortgage-backed securities

Non-agency residential

Prime

Non-prime

Commercial non-agency

Asset-backed securities

Collateralized debt obligations

Collateralized loan obligations

Other

Obligations of state and political

subdivisions

Perpetual preferred securities

Other debt securities

The Company determined the other-than-temporary

impairment recorded in earnings for debt securities not

intended to be sold by estimating the future cash flows of each

individual investment security using market information

where available and discounting the cash flows at the original

effective rate of the investment security Other-than-

temporary impairment recorded in other comprehensive

income loss was measured as the difference between that

discounted amount and the fair value of each investment

security For perpetual preferred securities determined to be

other-than-temporarily impaired the Company recorded

loss in earnings for the entire difference between the securities

fair value and their amortized cost

2012 2011

Losses Losses Losses

Recorded in Other Gains Recorded in Other Gains Recorded in Other Gains

Year Ended December 31 Dollars in Millions Earnings Losses Total Earnings Losses Total Earnings Losses Total

2010

ss
5$ $$ 52 55

$12 59 521 510 15
33 21 12 24 23 47 63 60 123

13

27 27

Total available-for-sale 574 $12 $62 $35 $25 560 $89 566 5155

Prime securities are those designated as such by the issuer at origination When an issuer designation is unavailable the Company determines at acquisition date the categorization based on

asset pool characteristics such as weighted-average credit score loan-to-value loan type prevalence of low documentation loans and deal performance such as pool deilnquencies and

security market spreads

Includes all securities not meeting the conditions to be designated as prime

Losses represent the non-credit portion of other-than-temporary impairment recorded in other comprehensive income loss for investment securities determined to be other-than-temporarily

impaired during the period Gains represent recoveries in the fair value of securities that have or previously had non-credit other-than-temporary impairment

The following table includes the ranges for principal assumptions used for those available-for-sale non-agency mortgage-backed

securities determined to be other-than-temporarily impaired

Prime Non-Prime

Minimum Maximum Average

December 31 2012

Estimated lifetime prepayment rates 6% 22% 14%

Lifetime probability of default rates

Lifetime loss severity rates 40 50 47

December 31 2011

Estimated lifetime prepayment rates 4% 15% 14%

Lifetime probability of default rates

Lifetime loss severity rates 40 50 46

Minimum Maximum Average

3% 10% 6%

10

45 65 56

2% 11% 6%

20

70 52

Prime securities are those designated as such by the issuer at origination When an issuer designation is unavailable the Company determines at acquisition date the categorization based on

asset pool characteristics such as weighted-average credit score loan-to-value loan type prevalence of low documentation loans and deal performance such as pool delinquencies and

security market spreads

Includes all securities not meeting the conditions to be designated as prime
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Changes in the credit losses on debt securities excludes perpetual preferred securities are summarized as follows

Year Ended December31 Dollars in Millions
2012

Balance at beginning of period

Additions to Credit Losses Due to Other-than-temporary Impairments

Credit losses on securities not previously considered other-than-temporarily impaired

Decreases in expected cash flows on securities for which other-than-temporary impairment was

previously recognized

Total other-than-temporary impairment on debt securities

Other Changes in Credit Losses

Increases in expected cash flows

Realized losses

Credit losses on security sales and securities expected to be sold

Other

Balance at end of period 134

2011 2010

$298 $358 $335

18

41 28 72

47 35 90

15 21 26

39 73 60

157
19

$298 $358

Primarily represents principal losses allocated to mortgage and asset-backed securities in the Companys portfolio under the terms of the securitization transaction documents

At December 31 2012 certain investment securities had fair value below amortized cost The following table shows the gross

unrealized losses and fair value of the Companys investment securities with unrealized losses aggregated by investment category

and length of time the individual investment securities have been in continuous unrealized loss positions at December 31 2012

Fair Unrealized Fair Unrealized Fair Unrealized

Dollars in Millions
Value Losses Value Losses Value Losses

Held-to-maturity

U.S Treasury and agencies

Mortgage-backed securities

Residential agency

Commercial non-agency

Other asset-backed securities

Corporate debt securities

Total held-to-maturity

Available-for-sale

U.S Treasury and agencies

Mortgage-backed securities

Residential

Agency

Non-agency

Primeb

Non-prime

Other asset-backed securities

Obligations of state and political subdivisions

Obligations of foreign governments

Corporate debt securities

Perpetual preferred securities

Other investments

Total available-for-sale

$100

$1115 $6 109 21 $1224

400 $1 400

3316 173 3489

17 404 20 421 20
284 21 284 21

48 12 60

586 85 591 85
119 14 119 14

$3794 $6 $1583 $141 $5377 $147

The Company has $41 million of unrealized losses on residential
non-agency mortgage-backed securities Credit-related other-than-temporaiy impairment on these securities may occur if there

is further deterioration in the underlying collateral pool performance Borrower defaults may increase if current economic conditions persist or worsen Additionally further deterioration in home

prices may increase the severity of projected losses

Prime securities are those designated as such by the issuer at origination When an issuer designation is unavailable the Company determines at acquisition date the categorization based on

asset pool characteristics such as weighted-average credit score loan-to-value loan type prevalence of low documentation loans and deal performance such as pool deknquencies and

security market spreads

Includes all securities not meeting the conditions to be designated as prime

Less Than 12 Months 12 Months or Greater Total

100

1015

10

97 17

1015

10

97 17

27

The Company does not consider these unrealized losses

to be credit-related These unrealized losses primarily relate to

changes in interest rates and market spreads subsequent to

purchase substantial portion of investment securities that

have unrealized losses are either corporate debt or mortgage-

backed securities issued with high investment grade credit

ratings In general the issuers of the investment securities are

contractually prohibited from prepayment at less than par

and the Company did not pay significant purchase premiums

for these investment securities At December 31 2012 the

Company had no plans to sell investment securities with

unrealized losses and believes it is more likely than not it

would not be required to sell such investment securities before

recovery of their amortized cost
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Loans and Allowance for Credit Losses

The Company had loans of $74.1 billion at December 31

2012 and $67.0 billion at December 31 2011 pledged at the

Federal Home Loan Bank FHLB and loans of

$48.6 billion at December 31 2012 and $47.2 billion at

December 31 2011 pledged at the Federal Reserve Bank

The majority of the Companys loans are to borrowers in

the states in which it has Consumer and Small Business

Banking offices Collateral for commercial loans may include

marketable securities accounts receivable inventory and

equipment For details of the Companys commercial portfolio

by industry group and geography as of December 31 2012

and 2011 see Table included in Managements Discussion

and Analysis which is incorporated by reference into these

Notes to Consolidated Financial Statements

For detail of the Companys commercial real estate

portfolio by property type and geography as of December 31

2012 and 2011 see Table included in Managements

Discussion and Analysis which is incorporated by reference

into these Notes to Consolidated Financial Statements Such

loans are collateralized by the related property The Company

has an equity interest in joint venture that it accounts for

under the equity method whose principal activities are to lend

to entities that develop land and construct and sell residential

homes The Company provides warehousing line to this

joint venture Warehousing advances to this joint venture are

2012

60742

5481

66223

31005

5948

36953

32648

11370

44018

17115

5419

16726

3332

5463

12593

4179

47712

212021

11308

$223329

2011

50734

5914

56648

29664

6187

35851

28669

8413

37082

17360

5118

18131

3344

5348

11508

4658

48107

195048

14787

$209835

repaid when the sale of loans is completed or the real estate is

permanently refinanced by others At December 31 2012 and

2011 the Company had $486 million and $716 million

respectively of outstanding advances to this joint venture

These advances are included in commercial real estate loans

Originated loans are reported at the principal amount

outstanding net of unearned interest and deferred fees and

costs Net unearned interest and deferred fees and costs

amounted to $.8 billion at December 31 2012 and

$1.1 billion at December 31 2011 All purchased loans and

related indemnification assets are recorded at fair value at the

date of purchase The Company evaluates purchased loans for

impairment at the date of purchase in accordance with

applicable authoritative accounting guidance Purchased loans

with evidence of credit deterioration since origination for

which it is probable that all contractually required payments

will not be collected are considered purchased impaired

loans All other purchased loans are considered purchased

nonimpaired loans

On the acquisition date the estimate of the contractually

required payments receivable for all purchased impaired loans

acquired in the 2012 acquisition of BankEast subsidiary of

BankEast Corporation from the FDIC was $63 million the

cash flows expected to be collected was $41 million including

interest and the estimated fair value of the loans was $28

The composition of the loan portfolio at December 31 disaggregated by class and underlying specific portfolio type was as

follows

Dollars in Millions

Commercial

Commercial

Lease financing

Total commercial

Commercial Real Estate

Commercial mortgages

Construction and development

Total commercial real estate

Residential Mortgages

Residential mortgages

Home equity loans first liens

Total residential mortgages

Credit Card

Other Retail

Retail leasing

Home equity and second mortgages

Revolving credit

Installment

Automobile

Student

Total other retail

Total loans excluding covered loans

Covered Loans

Total loans
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million These amounts were determined based upon the

estimated remaining life of the underlying loans which includes

the effects of estimated prepayments For the purchased

nonimpaired loans acquired in the BankEast transaction the

estimate as of the acquisition date of the contractually required

Allowance for Credit Losses The allowance for credit losses

reserves for probable and estimable losses incurred in the

Companys loan and lease portfolio and includes certain

payments receivable was $135 million the contractual cash

flows not expected to be collected was $22 million and the

estimated fair value of the loans was $96 million The BankEast

transaction did not include loss sharing agreement

amounts that do not represent loss exposure to the Company

because those losses are recoverable under loss sharing

agreements with the FDIC

Activity in the allowance for credit losses by portfolio class was as follows

Dollars in Millions

Balance at December 31 2009

Add

Provision for credit losses

Deduct

Loans charged off

Less recoveries of loans charged off

Net loans charged off

Net change for credit losses to be reimbursed

by the FDIC

Balance at December 31 2010

Add

Provision for credit losses

Deduct

Loans charged off

Less recoveries of loans charged off

Net loans charged off

Net change for credit losses to be reimbursed

by the FDIC

Balance at December 31 2011

Add

Provision for credit losses

Deduct

Loans charged off

Less recoveries of loans charged off

Net loans charged off

Net change for credit losses to be reimbursed

by the FDIC

Other changes

Balance at December 31 2012

Changes in the accretable balance for all purchased impaired loans including those acquired in the BankEast transaction for the

years ended December 31 were as follows

Dollars in Millions 2012 2011 2010

Balance at beginning of period $2619 $2890 $2845

Purchases 13 100

Accretion 437 451 421

Disposals 208 67 27
Reclassifications to/from nonaccretable difference 454 184 536

Other 732 37 43

Balance at end of period $1709 $2619 $2890

Primarily relates to changes in expected credit performance

Primarily relates to changes in variable rates and in 2012 to change in the Companys expectations regarding potential sale of modified covered loans at the end of the indemnification

agreements which results in reduction in the expected contractual interest payments included in the accretable balance for those loans that may be sold

Total Loans

Commercial Residential Credit Other Excluding Covered Total

Commercial Real Estate Mortgages Card Retail Covered Loans Loans Loans

$1208 $1001 $672 $1495 $871 $5247 17 $5264

723 1135 694 1100 681 4333 23 4356

918 871 554 1270 4476 20 4496

91 26 70 313 315

827 845 546 1200 4163 18 4181

863

118

745

92 92

$1104 $1291 $820 $1395 $807 $5417 $114 $5531

312 361 596 431 628 2328 15 2343

516 543 502 922 733 3216 13 3229

110 45 13 88 129 385 386

406 498 489 834 604 2831 12 2843

17 17

$1010 $1154 $927 992 $831 $4914 $100 $5014

316 131 446 571 558 1760 122 1882

378 242 461 769 666 2516 11 2527

103 76 23 102 125 429 430

275 166 438 667 541 2087 10 2097

33 33
33 33 33

$1051 857 $935 863 848 $4554 $179
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Additional detail of the allowance for credit losses by portfolio class was as follows

Dollars in Millions

Allowance Balance at December 31 2012 Related to

Loans individually evaluated for impairment

TDRs collectively evaluated for impairment

Other loans collectively evaluated for impairment

Loans acquired with deteriorated credit quality

Total allowance for credit losses

Allowance Balance at December 31 2011 Related to

Loans individually evaluated for impairment

TDRs collectively evaluated for impairment

Other loans collectively evaluated for impairment

Loans acquired with deteriorated credit quality

Total Loans

commercial Residential credit Other Excluding Covered

Commercial Real Estate Mortgages Card Retail Covered Loans Loans

Total

Loans

$10 $30 $$$ $40 $$40
28 29 446 153 97 753 754

1013 791 489 710 751 3754 17 3771

161 168

$1051 857 $935 $863 $848 $4554 $179 $4733

$16 $61 $1$$ $78 $2$80
40 33 490 219 57 839 839

954 1057 436 773 774 3994 22 4016

76 79

Total allowance for credit losses $1010 $1154 $927 $992 $831 $4914 $100 $5014

Represents the allowance for credit losses related to loans greater than $5 milton classified as nonperforming or TDRs

Additional detail of loan balances by portfolio class was as follows

Total Loans

Commercial Residential Credit Other Excluding Covered Total

Dollars in Millions
Commercial Real Estate Mortgages Card Retail Covered Loans Loans Loans

December 31 2012

Loans individually evaluated for impairment 171 510 681 48 729

TDR5 collectively evaluated for impairment 185 391 4199 442 313 5530 145 5675

Other loans collectively evaluated for

impairment 65863 35952 39813 16673 47399 205700 5814 211514

Loans acquired with deteriorated credit quality 100 110 5301 5411

Total loans $66223 $36953 $44018 $17115 $47712 $212021 $11308 $223329

December 31 2011

Loans individually evaluated for impairment 222 812 1040 204 1244

TDR5 collectively evaluated for impairment 277 331 3430 584 148 4770 113 4883

Other loans collectively evaluated for

impairment 56138 34574 33642 16776 47959 189089 8616 197705

Loans acquired with deteriorated credit quality 11 134 149 5854 6003

Total loans $56648 $35851 $37082 $17360 $48107 $195048 $14787 $209835

Represents loans greater than $5 milton classified as nonperforming or TDR5

Includes expected reimbursements from the FOIC under loss sharing agreements

Credit Quality The quality of the Companys loan portfolios is

assessed as function of net credit losses levels of

nonperforming assets and delinquencies and credit quality

ratings as defined by the Company These credit quality

ratings are an important part
of the Companys overall credit

risk management process and evaluation of its allowance for

credit losses
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The following table provides summary of loans by portfolio class including the delinquency status of those that continue to

accrue interest and those that are nonperforming

The following table provides summary of loans by portfolio class and the Companys internal credit quality rating

Criticized

Special

Pass Mention

63906

34096

42897

16752

47294

204945

10786

$1114

621

18

36

1789

61

$215731 $1850

$442047 $3231

Accruing

30-89 Days 90 Days or

Current Past Due More Past Due Nonperforming TotalDollars in Millions

December 31 2012

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding covered loans

Covered loans

Total loans

December 31 2011

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding covered loans

Covered loans

Total loans

65701 341 58 123 66223

36241 158 546 36953

42728 348 281 661 44018

16525 227 217 146 17115

47109 290 96 217 47712

208304 1364 660 1693 212021

9900 359 663 386 11308

$218204 $1723 $1323 $2079 $223329

55991 300 45 312 56648

34800 138 14 899 35851

35664 404 364 650 37082

16662 238 236 224 17360

47516 340 184 67 48107

190633 1420 843 2152 195048

12589 362 910 926 14787

$203222 $1782 $1753 $3078 $209835

At December31 2012 $441 mi/lion of loans 3089 days past due and $3.2 billion of loans 90 days or more past duo purchased from Government National Mortgage Association GNMA
mortgage pools whose repayments are insured by the Federal Housing Administration or guaranteed by the Department of Veterans Affairs were classified as current compared with $545

million and $2.6 billion at December 31 2011 respectively

Total nonperforming assets include nonaccrual loans

restructured loans not performing in accordance with

modified terms other real estate and other nonperforming

assets owned by the Company For details of the Companys

nonperforming assets as of December 31 2012 and 2011 see

Table 16 included in Managements Discussion and Analysis

which is incorporated by reference into these Notes to

Consolidated Financial Statements

Total

Classified Criticized TotalDollars in Millions

December 31 2012

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding covered loans

Covered loans

Total loans

Total outstanding commitments

December 31 2011

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding covered loans

Covered loans

Total loans

Total outstanding commitments

$1203 2317 66223

2236 2857 36953

1103 1121 44018

363 363 17115

382 418 47712

5287 7076 212021

461 522 11308

$5748 7598 $223329

$6563 9794 $451841

54003

30733

35814

16910

47665

185125

13966

$199091

$410457

$1047

793

19

24

1883

187

$2070

$3418

$1598

4325

1249

450

418

8040

634

$8674

$9690

2645

5118

1268

450

442

9923

821

$10744

$13108

56648

35851

37082

17360

48107

195048

14787

$209835

$423565

Classified rating on consumer loans primarily based on delinquency status

At December 31 2012 $3.2 billion of GNMA loans 90 days or more past due and $2.4 billion of restructured GNMA loans whose repayments are insured by the Federal Housing

Administration or guaranteed by the Department of Veterans Affairs were classified with pass rating compared with $2.6 billion and $2.0 billion at December 31 2011 respectively
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Period-end

Recorded

Investment

Unpaid

Principal

Balance

Valuation

Allowance

Commitments

to Lend

Additional

Funds

For all loan classes loan is considered to be impaired when based on current events or information it is probable the

Company will be unable to collect all amounts due per the contractual terms of the loan agreement summary of impaired

loans which include all nonaccrual and TDR loans by portfolio class was as follows

Dollars
in Millions

December 31 2012

Commercial
404 1200 40 39

Commercial real estate 1077 2251 70

Residential mortgages
2748 3341 415

Credit card
442 442 153

Other retail
443 486 101

Total impaired loans excluding GNMA and covered loans 5114 7720 779 46

Loans purchased from GNMA mortgage pools 1778 1778 39

Covered loans
767 1584 20 12

Total $11082 838 58

December 31 2011

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total impaired loans excluding GNMA and covered loans

Loans purchased from GNMA mortgage pools

Covered loans

$7659

Total

657 1437 62 68

1436 2503 124 25

2652 3193 482

584 584 219

188 197 57

5517 7914 944 95

1265 1265 18

1170 1642 43 49

$7952 $10821 $1005 $144

Substantially all loans classified as impaired at December31 2012 and 2011 had an associated allowance for credit losses The total amount of interest income recognized dunng 2012 on

loans classified as impaired at December 31 2012 excluding those acquired with deteriorated credit quality was $222 million compared to what would have been recognized at the original

contractual terms of the loans of $410 million
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Additional information on impaired loans for the years ended December 31 follows

Average Interest

Recorded Income

Dollars in Millions Investment Recognized

2012

Commercial 470 18

Commercial real estate 1314 43

Residential mortgages 2717 130

Credit card
510 28

Other retail
301 19

Total impaired loans excluding GNMA and covered loans

Loans purchased from GNMA mortgage pools

Covered loans

Total

2011

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total impaired loans excluding GNMA and covered loans

Loans purchased from GNMA mortgage pools

Covered loans

Total

2010

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

5312 238

1448 73

980 29

$7740 $340

534 $12

1537 18

2557 100

485 15

164

5277 150

710 25

780 11

$6767 $186

$693 $8
1601

2297 72

418 11

150

$5159 99
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Dollars in Millions

2012

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding GNMA and covered loans

Loans purchased from GNMA mortgage pools

Covered loans

Total loans

2011

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding GNMA and covered loans

Loans purchased from GNMA mortgage pools

Covered loans

Total loans

Residential mortgages home equity and second

mortgages and loans purchased from Government National

Mortgage Association GNMA mortgage pools in the table

above include trial period arrangements offered to customers

during the periods presented The post-modification balances

for these loans reflect the current outstanding balance until

permanent modification is made In addition the post-

modification balances typically include capitalization of

unpaid accrued interest and/or fees under the various

modification programs At December 31 2012 156

residential mortgages 36 home equity and second mortgage

loans and 583 loans purchased from GNMA mortgage pools

with outstanding balances of $24 million $2 million and $93

million respectively were in trial period and have estimated

post-modification balances of $24 million $2 million and $85

million respectively assuming permanent modification occurs

at the end of the trial period

Troubled Debt Restructurings In certain circumstances the Company may modify the terms of loan to maximize the collection

of amounts due when borrower is experiencing financial difficulties or is expected to experience difficulties in the near-term

The following table provides summary of loans modified as TDRs for the years ended December 31 by portfolio class

Pre-Moditication Post-Modification

Number Outstanding Outstanding

of Loans Loan Balance Loan Balance

4843 307 272

312 493 461

4616 638 623

49320 241 255

10461 279 275

69552 1958 1886

9518 1280 1245

192 277 263

79262 $3515 $3394

5285 456 427

506 1078 1060

3611 708 704

55951 322 321

4028 73 72

69381 2637 2584

9569 1277 1356

283 604 575

79233 $4518 $4515
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The following table provides summary of TDR loans that defaulted fully or partially charged-off or became 90 days or more

past due for the years ended December 31 that were modified as TDRs within 12 months previous to default

Number Amount

Dollars in Millions of Loans Defaulted

2012

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding GNMA and covered loans

Loans purchased from GNMA mortgage pools

Covered loans

Total loans

2011

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding GNMA and covered loans

Loans purchased from GNMA mortgage pools

Covered loans

Total loans

In addition to the defaults in the table above for the year

ended December 31 2012 the Company had an estimated

789 residential mortgage loans home equity and second

mortgage loans and loans purchased from GNMA mortgage

pools with aggregate outstanding balances of $121 million

Relates to loss sharing agreements with remaining terms from to years

At December 31 2012 $82 million of the purchased

impaired loans included in covered loans were classified as

nonperforming assets compared with $189 million at

December 31 2011 because the expected cash flows are

primarily based on the liquidation of underlying collateral and

the timing and amount of the cash flows could not be

reasonably estimated Interest income is recognized on other

purchased impaired loans through accretion of the difference

where borrowers did not successfully complete the trial period

arrangement and therefore are no longer eligible for

permanent modification under the applicable modification

program

between the carrying amount of those loans and their

expected cash flows The initial determination of the fair value

of the purchased loans includes the impact of expected credit

losses and therefore no allowance for credit losses is

recorded at the purchase date To the extent credit

deterioration occurs after the date of acquisition the

Company records an allowance for credit losses

859 $48
111 232

1073 146

9774 54

1818 56

13635 536

1245 177

68 97

14948 $810

665 $26

64 67

623 127

7108 36

557 13

9017 269

857 124

11 26

9885 $419

Covered Assets Covered assets represent loans and other assets acquired from the FDIC subject to loss sharing agreements and

include expected reimbursements from the FDIC The carrying amount of the covered assets at December 31 consisted of

purchased impaired loans purchased nonimpaired loans and other assets as shown in the following table

2012 2011

Purchased Purchased Purchased Purchased

Impaired Nonimpaired Other Impaired Nonimpaired Other

Dollars in Millions Loans Loans Assets Total Loans Loans Assets Total

Commercial loans 143 143 68 137 205

Commercial real estate loans 1323 2695 4018 1956 4037 5993

Residential mortgage loans 3978 1109 5087 3830 1360 5190

Credit card loans

Other retail loans 775 775 867 867

Losses reimbursable by the FDIC 1280 1280 2526 2526

Covered loans 5301 4727 1280 11308 5854 6407 2526 14787

Foreclosed real estate 197 197 274 274

Total covered assets $5301 $4727 $1477 $11505 $5854 $6407 $2800 $15061
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Leases

The components of the net investment in sales-type and direct financing leases at December 31 were as follows

Dollars in Millions
2012 2011

Aggregate future minimum lease payments to be received $10738 $10882

Unguaranteed residual values accruing to the lessors benefit 890 1079

Unearned income 1123 1332

Initial direct costs 175 181

Total net investment in sales-type and direct financing leases $10680 $10810

The accumulated allowance for uncollectible minimum lease payments was $80 million and $91 million at December 31 2012 and 2011 respectively

The minimum future lease payments to be received from sales-type and direct financing leases were as follows at December 31

2012

Dollars in Millions

2013 $2526

2014

2015 3053

2016 1090

2017 294

Thereafter 301

Accounting for Transfers and Servicing of Financial Assets and Variable Interest Entities

The Company sells financial assets in the normal course of

business The majority of the Companys financial asset sales

are residential mortgage loan sales primarily to GSEs through

established programs the sale or syndication of tax-

advantaged investments commercial loan sales through

participation agreements
and other individual or portfolio

loan and securities sales In accordance with the accounting

guidance for asset transfers the Company considers any

ongoing involvement with transferred assets in determining

whether the assets can be derecognized from the balance

sheet For loans sold under participation agreements the

Company also considers the terms of the loan participation

agreement and whether they meet the definition of

participating interest and thus qualify for derecognition With

the exception of servicing and certain performance-based

guarantees the Companys continuing involvement with

financial assets sold is minimal and generally limited to

market customary representation and warranty clauses The

guarantees provided to certain third-parties in connection

with the sale or syndication of certain assets primarily loan

portfolios and tax-advantaged investments are further

discussed in Note 21 When the Company sells financial

assets it may retain servicing rights andlor other interests in

the transferred financial assets The gain or loss on sale

depends on the previous carrying amount of the transferred

financial assets and the consideration received and any

liabilities incurred in exchange for the transferred assets Upon

transfer any servicing assets and other interests that continue

to be held by the Company are initially recognized at fair

value For further information on MSRs refer to Note On

limited basis the Company may acquire and package high-

grade corporate
bonds for select corporate customers in

which the Company generally has no continuing involvement

with these transactions Additionally the Company is an

authorized GNMA issuer and issues GNMA securities on

regular basis The Company has no other asset securitizations

or similar asset-backed financing arrangements that are off-

balance sheet

The Company is involved in various entities that are

considered to be VIEs The Companys investments in VIEs

primarily represent private investment funds or partnerships

that make equity investments provide debt financing or

support community-based investments that may enable the

Company to ensure regulatory compliance with the

Community Reinvestment Act In addition the Company

sponsors entities to which it transfers tax-advantaged

investments The Companys investments in these entities are

designed to generate return primarily through the realization

of federal and state income tax credits over specified time

periods The Company realized federal and state income tax
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credits related to these investments of $883 million $756

million and $713 million for the years ended December 31

2012 2011 and 2010 respectively The Company amortizes

its investments in these entities as the tax credits are realized

Amortization expense is recorded in tax expense for

investments meeting certain characteristics and in other

noninterest expense for other investments Amortization

expense recorded in tax expense was $482 million

$278 million and $228 million and in other noninterest

expense was $523 million $528 million and $546 million for

the years ended December 31 2012 2011 and 2010

respectively

At December 31 2012 approximately $7.1 billion of the

Companys assets and $5.2 billion of its liabilities included on

the Consolidated Balance Sheet were related to community

development and tax-advantaged investment VIEs which the

Company has consolidated compared with $5.6 billion and

$4.0 billion respectively at December 31 2011 The majority

of the assets of these consolidated VIEs are reported in other

assets and the liabilities are reported in long-term debt The

assets of particular VIE are the primary source of funds to

settle its obligations The creditors of the VIEs do not have

recourse to the general credit of the Company The

Companys exposure to the consolidated VIEs is generally

limited to the carrying value of its variable interests plus any

related tax credits previously recognized or sold to others with

guarantee

In addition the Company sponsors conduit to which it

previously transferred high-grade investment securities The

Company consolidates the conduit because of its ability to

manage the activities of the conduit At December 31 2012

$144 million of the held-to-maturity investment securities on

the Companys Consolidated Balance Sheet related to the

conduit compared with $202 million at December 31 2011

The Company also sponsors municipal bond securities

tender option bond program The Company controls the

activities of the programs entities is entitled to the residual

returns and provides credit liquidity and remarketing

arrangements to the program As result the Company has

consolidated the programs entities At December 31 2012

$5.3 billion of available-for-sale securities and $5.0 billion of

short-term borrowings on the Consolidated Balance Sheet

were related to the tender option bond program compared

with $5.4 billion of available-for-sale securities and

$5.3 billion of short-term borrowings at December 31 2011

The Company is not required to consolidate VIEs in

which it has concluded it does not have controlling financial

interest and thus is not the primary beneficiary In such cases

the Company does not have both the power to direct the

entities most significant activities and the obligation to

absorb losses or right to receive benefits that could potentially

be significant to the VIEs The Companys investments in

these unconsolidated VIEs generally are carried in other assets

on the Consolidated Balance Sheet The Companys

investments in unconsolidated VIEs at December 31 2012

ranged from less than $1 million to $58 million with an

aggregate amount of approximately $1.9 billion net of $1.3

billion of liabilities recorded primarily for unfunded capital

commitments of the Company to specific project sponsors

The Companys investments in unconsolidated VIEs at

December 31 2011 ranged from less than $1 million to

$37 million with an aggregate amount of $1.8 billion net of

liabilities of $965 million for unfunded capital commitments

While the Company believes potential losses from these

investments are remote the Companys maximum exposure to

loss from these unconsolidated VIEs was approximately

$5.2 billion at December 31 2012 compared with

$4.8 billion at December 31 2011 The maximum exposure

to loss was primarily related to community development tax-

advantaged investments and included $1.8 billion at

December 31 2012 and 2011 recorded on the Companys

Consolidated Balance Sheet and $3.3 billion at December 31

2012 and $3.0 billion at December 31 2011 of previously

recorded tax credits which remain subject to recapture by

taxing authorities based on compliance features required to be

met at the project level The remaining amounts related to

investments in private investment funds and partnerships for

which the maximum exposure to loss included amounts

recorded on the Consolidated Balance Sheet and any

unfunded commitments The maximum exposure was

determined by assuming scenario where the separate

investments within the individual private funds become

worthless and the community-based business and housing

projects and related tax credits completely fail and do not

meet certain government compliance requirements
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Premises and Equipment

Premises and equipment at December 31 consisted of the following

Dollars in Millions
2012

525

3144

2449

97 95

42 44

6438 6257

Less accumulated depreciation and amortization 3768 3600

Total $2670 $2657

Mortgage Servicing Rights

The Company serviced $215.6 billion of residential mortgage ended December 31 2012 2011 and 2010 respectively Loan

loans for others at December 31 2012 and $191.1 billion at servicing fees not including valuation changes included in

December 31 2011 The net impact included in mortgage mortgage banking revenue were $720 million $651 million

banking revenue of fair value changes of MSRs and and $600 million for the years ended December 31 2012

derivatives used to economically hedge MSRs were net gains 2011 and 2010 respectively

of $102 million $183 million and $139 million for the years

Changes in fair value of capitalized MSRs for the years ended December 31 are summarized as follows

Dollars in Millions
2012 2011 2010

Balance at beginning of period $1519 $1837 $1749

Rights purchased 42 35 65

Rights capitalized 957 619 639

Changes in fair value of MSRs

Due to fluctuations in market interest rates 249 619 255
Due to revised assumptions or models 21 33

Other changes in fair value 548 386 367

Balance at end of period $1700 $1519 $1837

Includes changes
in MSR value associated with changes in market interest rates including estimated prepayment rates and anticipated earnings on escrow deposits

Includes changes in MSR value not caused by changes in market interest rates such as changes in cost to service ancillaiy income and discount rate as well as the impact of any model

changes

Pnmanly represents changes due to realization of expected cash flows over time decay

The estimated sensitivity to changes in interest rates of the fair value of the MSRs portfolio and the related derivative instruments

as of December 31 follows

Down Down Down Up Up Up Down Down Down Up Up Up

Dollars in Millions 100 bps 50 bps 25 bps 25 bps 50 bps 100 bps 100 bps 50 bps 25 bps 25 bps 50 bps 100 bps

MSR portfolio $370 $217 $118 126 $249 $480 $305 $183 $98 107 $223 $460

Derivative instrument hedges 473 249 124 121 243 486 378 204 104 107 217 445

Net sensitivity 103 32 73 21 15

The fair value of MSRs and their sensitivity to changes in

interest rates is influenced by the mix of the servicing portfolio

and characteristics of each segment of the portfolio The

Companys servicing portfolio consists of the distinct

portfolios of government-insured mortgages conventional

mortgages and Mortgage Revenue Bond Programs MRBP
The servicing portfolios are predominantly comprised of

fixed-rate agency loans with limited adjustable-rate or jumbo

mortgage loans The MRBP division specializes in servicing

loans made under state and local housing authority programs

These programs provide mortgages to low-income and

moderate-income borrowers and are generally government-

insured programs with favorable rate subsidy down

payment and/or closing cost assistance

Land 534

Buildings and improvements 3222

Furniture fixtures and equipment 2543

Capitalized building and equipment leases

Construction in progress

2011

2012 2011
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summary of the Companys MSRs and related characteristics by portfolio as of December 31 follows

Aggregate amortization expense
consisted of the following

Year Ended December31 Dollars in Millions 2012 2011 2010

Merchant processing contracts 74 90 $102

Core deposit benefits 60 81 102

Trust relationships 39 35 49

Other identified intangibles 101 93 114

Total $274 $299 $367

The estimated amortization expense
for the next five years is as follows

Dollars in Millions

2013 $218

2014 171

2015 138

2016 111

2017 91

Dollars in Millions

2012

MRBP Government Conventional Total

2011

MRBP Government Conventional Total

$13357 $32567 $145158 $191082

155 290 1074 1519

116 89 74 79

40 36 29 31

2.90 2.47 2.55 2.55

5.50% 5.08% 4.97% 5.03%

4.2 2.5 2.8 2.8

12.9% 21.1% 22.1% 21.3%

6.4 4.0 3.8 4.0

12.1% 11.3% 10.0% 10.4%

Servicing portfolio $14143 $39048 $162446 $215637

Fairvalue 154 314 1232 1700

Value bps 109 80 76 79

Weighted-average servicing fees bps 40 33 30 31

Multiple value/servicing fees 2.73 2.42 2.53 2.55

Weighted-average note rate 5.13% 4.57% 4.48% 4.54%

Weighted-average age in years 4.2 2.4 2.5 2.6

Weighted-average expected prepayment

constant prepayment rate 13.2% 21.2% 20.4% 20.1%

Weighted-average expected life

in years 6.1 4.2 4.1 4.2

Weighted-average discount rate 12.1% 11.4% 10.0% 10.4%

Value is calculated as fair value divided by the servicing portfolio

Represents loans sold primarily to GSEs

ii Intangible Assets

Intangible assets consisted of the following

Balance
Amortization

At December31 Dollars in Millions Estimated Lifes Method 2012 2011

Goodwill 9143 8927

Merchant processing contracts 10 years/8 years SLJAC 281 348

Core deposit benefits 22 years/S years SL/AC 176 232

Mortgage servicing rights 1700 1519

Trust relationships 14 years/6 years SL/AC 149 166

Other identified intangibles years/5 years SLJAC 400 471

Total $11849 $11663

Estimated life represents the amortization period for assets subject to the straight line method and the weighted average or life of the underlying cash flows amortization period for intangibles

subject to accelerated methods If more than one amortization method is used for category the estimated life for each method is calculated and reported separately

Amortization methods SL straight line method

AC accelerated methods generally based on cash flows

Goodwill is evaluated for impairment but not amortized Mortgage servicing rights are recorded at fair value and are not amortized
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The following table reflects the changes in the carrying value of goodwill for the years ended December 31 2012 2011 and

2010

Wholesale Banking and Consumer and Small Wealth Management and Payment Treasury and Consolidated

Commercial Real Estate Business Banking Securities Services Services Corporate Support Company
Dollars in Millions

Balance at December31 2009 $1605 $3526 $1515 $2365 $9011

Goodwill acquired 14

Disposal 57 57
Other 14 14

Balance at December31 2010 $1605 $3535 $1463 $2351 $8954

Other 21 27

Balance at December31 2011 $1605 $3514 $1463 $2345 $8927

Goodwill acquired 65 143 208

Othera

Balance at December 312012 $1605 $3514 $1528 $2496 $9143

Other changes in goodwill include reclassification from goodwill to covered loans related to an FOIC-assisted acquisition for Consumer and Small Business Banking and the effect of foreign

exchange translation for Payment Services

Short-Term Borrowings

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

2012 2011 2010

Dollars in Millions
Amount Rate

At Year-End

Federal funds purchased

Securities sold under agreements to repurchase

Commercial paper

Other short-term borrowings

Total

Amount Rate

950

3388

16202

5762

Average for the Year

Amount

.11%

3.26

.12

.29

Rate

1036

6986

15973

6473

$26302

.11%

3.35

.12

.26

.57%

776

9261

15885

6635

$30468

Federal funds purchased 1338 15.32%

Securities sold under agreements to repurchase 4942 3.52

Commercial paper 15806 .14

Other short-term borrowings 6463 .72

Total $28549 1.57%

.17%

2.70

.20

.59

.89% $32557 .99%

968

7483

15204

7048

22.61%

3.22

.15

.77

2180

9211

15349

6979

$30703 1.75%

10.09%

2.75

.20

.75

Maximum Month-End Balance

Federal funds purchased 2467 1172 6034

Securities sold under agreements to repurchase 5922 9071 9261

Commercial paper 17385 16768 15981

Other short-term borrowings 7443 7514 8700

$33719 1.65%

Interest and rates are presented on fully taxable-equivalent basis utilizing tax rate of 35 percent

Average federal funds purchased and total short-term borrowings rates include amounts paid by the Company to certain corporate card customers for paying outstanding noninterest-bearing

corporate card balances within certain time frames per specific agreements These activities reduce the Companys shod-term funding needs and if they did not occur the Company would

use other funding alternatives including the use of federal funds purchased The amount of this compensation expense paid by the Company and included in federal funds purchased and total

short-term borrowings rates for 2012 2011 and 2010 was $203 million $218 million and $216 million respectively
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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
Rate Type Rate Maturity Date 2012 2011

U.S Bancorp Parent Company

Subordinated notes Fixed 7.500% 2026 199 199

Fixed 2.950% 2022 1300

Convertible senior debentures Floating 2035 10

Floating 2036 10

Floating 2037 21

Medium-term notes Fixed 1.125% 4.200% 20132022 10600 10530

Floating .694% 2012 500

Junior subordinated debentures Fixed 3.442% 2016 500 500

Junior subordinated debentures held by unconsolidated

trusts Fixed 6.300% 6.625% 2039 2067 2691

Capitalized lease obligations mortgage indebtedness and

otherc 173 132

Subtotal 12772 14593

Subsidiaries

Subordinated notes Fixed 6.300% 2014 963 963

Fixed 4.950% 2014 1000 1000

Fixed 4.800% 2015 500 500

Fixed 4.375% 2017 1169

Fixed 3.778% 2020 500 500

Floating .620% 2014 373 414

Federal Home Loan Bank advances Fixed .500% 8.250% 2013 2026 16 3710

Floating .311% .575% 2014 2022 4579 4332

Bank notes Fixed 5.920% 2012 99

Floating .058% .062% 2046 2048 143 1146

Capitalized lease obligations mortgage indebtedness and

other 4670 3527

Subtotal 12744 17360

Total $25516 $31953

Weighted-average interest rates of medium-term notes Federal Home Loan Bank advances and bank notes were 2.55 percent .36 percent and .06 percent respectively

Alt remaining outstanding balances were redeemed by the Company during 2012

Other includes consolidated community development and tax-advantaged investment VIEs debt issuance fees and unrealized gains and losses and deferred amounts relating to derivative

instruments

During 2011 wholly-owned unconsolidated trust debentures issued to five other wholly-owned unconsolidated

formed for the purpose of issuing redeemable Income Trust trusts that had interest payable at fixed rates ranging from

Securities ITS to third party investors sold the remaining 6.30 percent to 6.63 percent and during 2011 the Company

$676 million of 5.54 percent fixed rate junior subordinated elected to redeem $618 million of junior subordinated

debentures originally issued by the Company to the trust to debentures issued to four wholly-owned unconsolidated trusts

investors to generate cash proceeds to purchase the that had interest payable at fixed rates ranging from 5.75

Companys Series Non-Cumulative Perpetual Preferred percent to 10.20 percent There were no issuances of junior

Stock Series Preferred Stock As part of this sale subordinated debentures in 2012 or 2011

consolidated subsidiary of the Company purchased $176 The Company has arrangements with the Federal Home

million of the junior subordinated debentures which Loan Bank and Federal Reserve Bank whereby the Company

effectively retired the debt The Company classifies the could have borrowed an additional $60.9 billion and $56.4

remaining $500 million as junior subordinated debentures in billion at December 31 2012 and 2011 respectively based on

long-term debt In addition during 2012 the Company collateral available

elected to redeem $2.7 billion of junior subordinated

Maturities of long-term debt outstanding at December 31 2012 were

Parent

Dollars in Millions Company Consolidated

2013 2849 2894

2014 1499 4133

2015 1747 3084

2016 1948 4007

2017 1246 2773

Thereafter 3483 8625

Total $12772 $25516
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Junior Subordinated Debentures

As of December 31 2012 the Company sponsored and

wholly owned 100 percent
of the common equity of USB

Capital IX wholly-owned unconsolidated trust formed for

the purpose of issuing redeemable ITS to third party investors

originally investing the proceeds in junior subordinated debt

securities Debentures issued by the Company and entering

into stock purchase contracts to purchase preferred stock in

the future The Companys obligations under the transaction

documents taken together have the effect of providing full

and unconditional guarantee by the Company on junior

subordinated basis of the payment obligations of the trust

During 2010 the Company exchanged depositary shares

representing an ownership interest in the Companys Series

Preferred Stock to acquire portion of the ITS issued by USB

Capital IX This exchange allowed the Company to retire

$575 million of the Debentures and cancel
pro-rata portion

of stock purchase contracts During 2011 USB Capital IX

Shareholders Equity

At December 31 2012 and 2011 the Company had authority

to issue billion shares of common stock and 50 million

shares of preferred stock The Company had 1.9 billion shares

of common stock outstanding at December 31 2012 and

During 2012 the Company issued depositary shares

representing an ownership interest in 44000 shares of Series

Non-Cumulative Perpetual Preferred Stock with liquidation

preference of $25000 per share the Series Preferred

Stock and depositary shares representing an ownership

interest in 43400 shares of Series Non-Cumulative

Perpetual Preferred Stock with liquidation preference of

$25000 per share the Series Preferred Stock The

Series Preferred Stock and Series Preferred Stock have no

stated maturity and will not be subject to any sinking fund or

other obligation of the Company Dividends if declared will

accrue and be payable quarterly in arrears at rate per

annum equal to 6.50 percent from the date of issuance to but

excluding January 15 2022 and thereafter at floating rate

sold the remaining $676 million of Debentures to investors to

generate cash proceeds to be used to purchase the Companys

Series Preferred Stock pursuant to the stock purchase

contracts As of December 31 2012 $676 million of the

Companys Series Preferred Stock is the sole asset of USB

Capital IX

As of December 31 2011 the Company sponsored and

wholly owned 100 percent of the common equity of five

unconsolidated trusts that were formed for the
purpose of

issuing Company-obligated mandatorily redeemable preferred

securities Trust Preferred Securities to third party

investors and investing the proceeds from the sale of the

Trust Preferred Securities solely in Debentures issued by the

Company The Debentures held by these trusts which totaled

$2.7 billion at December 31 2011were the sole assets of

these trusts During 2012 the Company elected to redeem all

of the outstanding Debentures and dissolved the trusts

2011 and had 126 million shares reserved for future

issuances primarily under stock option plans at

December 31 2012

per annum equal to three-month LIBOR plus 4.468 percent

for the Series Preferred Stock and 6.00 percent from the

date of issuance to but excluding April 15 2017 and

thereafter at floating rate per annum equal to three-month

LIBOR plus 4.86125 percent for the Series Preferred Stock

Both series are redeemable at the Companys option in whole

or in part on or after January 15 2022 for the Series

Preferred Stock and April 15 2017 for the Series Preferred

Stock Both series are redeemable at the Companys option in

whole but not in part prior to January 15 2022 for the

Series Preferred Stock and prior to April 15 2017 for the

Series Preferred Stock within 90 days following an official

administrative or judicial decision amendment to or change

in the laws or regulations that would not allow the Company

The number of shares issued and outstanding and the carrying amount of each outstanding series of the Companys preferred

stock was as follows

2012 2011

Shares Shares

At December 31 Issued and Liquidation Carrying Issued and Liquidation Carrying

Dollars in Millions Outstanding Preference Discount Amount Outstanding Preference Discount Amount

SeriesA 12510 $1251 $145 $1106 12510 $1251 $145 $1106
Series 40000 1000 1000 40000 1000 1000
Series 20000 500 500 20000 500 500

Series 44000 1100 12 1088

Series 43400 1085 10 1075

Total preferred stock 159910 $4936 $167 $4769 72510 $2751 $145 $2606

The par value of all shares issued and outstanding at December31 2012 and 201 was $1.00 per share
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to treat the full liquidation value of the Series Preferred

Stock or Series Preferred Stock respectively as Tier

capital for purposes
of the capital adequacy guidelines of the

Federal Reserve Board

During 2010 the Company issued depositary shares

representing an ownership interest in 5746 shares of Series

Preferred Stock to investors in exchange for their portion of

USB Capital IX Income Trust Securities During 2011 the

Company issued depositary shares representing an ownership

interest in 6764 shares of Series Preferred Stock to USB

Capital IX thereby settling the stock purchase contract

established between the Company and USB Capital IX as part

of the 2006 issuance of USB Capital IX Income Trust

Securities The preferred shares were issued to USB Capital IX

for the purchase price specified in the stock forward purchase

contract The Series Preferred stock has liquidation

preference of $100000 per share no stated maturity and will

not be subject to any sinking fund or other obligation of the

Company Dividends if declared will accrue and be payable

quarterly in arrears at rate per annum equal to the greater

of three-month LIBOR plus 1.02 percent or 3.50 percent The

Series Preferred Stock is redeemable at the Companys

option subject to prior approval by the Federal Reserve

Board

During 2006 the Company issued depositary shares

representing an ownership interest in 40000 shares of Series

Non-Cumulative Perpetual Preferred Stock with liquidation

preference of $25000 per share the Series Preferred

Stock and during 2008 the Company issued depositary

shares representing an ownership interest in 20000 shares of

Series Non-Cumulative Perpetual Preferred Stock with

liquidation preference of $25000 per share the Series

Preferred Stock The Series Preferred Stock and Series

Preferred Stock have no stated maturity and will not be

subject to any sinking fund or other obligation of the

Company Dividends if declared will accrue and be payable

quarterly in arrears at rate per annum equal to the greater

of three-month LIBOR plus .60 percent or 3.50 percent on

the Series Preferred Stock and 7.875 percent per annum on

the Series Preferred Stock Both series are redeemable at the

Companys option on or after specific dates subject to the

prior approval of the Federal Reserve Board

During 2012 2011 and 2010 the Company repurchased

shares of its common stock under various authorizations

approved by its Board of Directors As of December 31 2012

the Company had approximately 54 million shares that may

yet be purchased under the current Board of Directors

approved authorization

The following table summarizes the Companys common stock repurchased in each of the last three years

Dollars and Shares in Millions

2012

2011

2010

Shares Value

59 $1878

22 550

16
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Shareholders equity is affected by transactions and valuations of asset and liability positions that require adjustments to

accumulated other comprehensive income loss The reconciliation of the transactions affecting accumulated other

comprehensive income loss included in shareholders equity for the years ended December 31 is as follows

Dofars in Millions

2012

Transactions

Pre-tax Tax-effect

Balances

Net-of-tax Net-of-Tax

Changes in unrealized gains and losses on securities available-for-sale

Other-than-temporary impairment not recognized in earnings on securities available-for-

sale

Changes in unrealized gains on securities transferred from available-for-sale to held-to-

maturity

Changes in unrealized gains losses on derivative hedges

Foreign currency translation

Reclassification to earnings of realized gains and losses

Unrealized gains losses on retirement plans

Total

2011

Changes in unrealized gains and losses on securities available-for-sale

Other-than-temporary impairment not recognized in earnings on securities available-for-

sale

Changes in unrealized gains losses on derivative hedges

Foreign currency translation

Reclassification to earnings of realized gains and losses

Unrealized gains losses on retirement plans

Total

2010

Changes in unrealized gains and losses on securities available-for-sale

Other-than-temporary impairment not recognized in earnings on securities available-for-

sale

Changes in unrealized gains losses on derivative hedges

Foreign currency translation

Reclassification to earnings of realized gains and losses

Unrealized gains losses on retirement plans

Total

Transactions reflect unrealized gains on securities transferred from available-for-sale to held-to-matunty at the date of transfer

Regulatory Capital The measures used to assess capital by bank

regulatory agencies include two principal risk-based ratios

Tier and total risk-based capital Tier capital is considered

core capital and includes common shareholders equity plus

qualifying preferred stock trust preferred securities and

noncontrolling interests in consolidated subsidiaries subject

to certain limitations and is adjusted for the aggregate

impact of certain items included in other comprehensive

income loss Total risk-based capital includes Tier capital

and other items such as subordinated debt and the allowance

for credit losses Both measures are stated as percentage of

risk-adjusted assets which are measured based on their

perceived credit risk and include certain off-balance

sheet
exposures such as unfunded loan commitments letters

of credit and derivative contracts The Company is also

subject to leverage ratio requirement non risk-based asset

ratio which is defined as Tier capital as percentage of

average assets adjusted for goodwill and other non-qualifying

intangibles and other assets

For summary of the regulatory capital requirements and

the actual ratios as of December 31 2012 and 2011 for the

Company and its bank subsidiaries see Table 22 included in

Managements Discussion and Analysis which is incorporated

by reference into these Notes to Consolidated Financial

Statements

491 $1 88 303 679

12

173 66 107 107

74 28 46 404
14 40

376 144 232

543 208 335 1265

449 $1 72 277 923

$920 $351 $569 360

25 10 15
343 130 213 489

16 10 49
363 138 225

464 177 287 1022

435 $1 66 269 $1 200

$277 $105 $172 213

66 25 41
383 148 235 414

24 10 14 39
365 139 226

197 76 121 803

20 15 $1 469
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The following table provides the components of the Companys regulatory capital at December 31

Dollars in Millions

2012 2011

Tier Capital

Common shareholders equity
34229 31372

Qualifying preferred stock
4769 2606

Qualifying trust preferred securities
2675

Noncontrolling interests less preferred stock not eligible
for Tier capital

685 687

Less intangible assets

Goodwill net of deferred tax liability
8351 8239

Other disallowed intangible assets 829 905

Other
700 977

31203 29173
Total Tier Capital

Tier Capital

Eligible portion of allowance for credit losses

Eligible
subordinated debt

Other

Total Tier Capital

Total Risk Based Capital

Risk-Weighted Assets

Earnings Per Share

The components of earnings per share were

Year Ended December 31

Dollars and Shares in Millions Except Per Share Data
2012 2011 2010

Net income attributable to U.S Bancorp
$5647 $4872 $3317

Preferred dividends 238 129 89

Equity portion of gain on ITS exchange transaction net of tax
118

Earnings allocated to participating stock awards 26 22 14

Net income applicable to U.S Bancorp common shareholders $5383 $4721 $3332

Average common shares outstanding
887 1914 1912

Net effect of the exercise and assumed purchase of stock awards and conversion of outstanding

convertible notes

Average diluted common shares outstanding 896 1923 1921

Earnings per common share
2.85 2.47 1.74

Diluted earnings per common share 2.84 2.46 1.73

Includes the impact of items included in other comprehensive income loss such as unrealized gains losses on available-for-sale securities accumulated net gains on cash flow hedges

3609 3412

2953 3469

15 13

6577 6894

37780 36067

$287611 $271333

pension liability adjustments
etc

Noncontrolling interests principally represent preferred

stock of consolidated subsidiaries During 2006 the

Companys primary banking subsidiary formed USB Realty

Corp real estate investment trust for the purpose
of issuing

5000 shares of Fixed-to-Floating Rate Exchangeable Non-

cumulative Perpetual Series Preferred Stock with

liquidation preference of $100000 per share Series

Preferred Securities to third party investors and investing

the proceeds in certain assets consisting predominately of

mortgage-backed securities from the Company Dividends on

the Series Preferred Securities if declared will accrue and

be payable quarterly in arrears at rate per annum equal to

three-month LIBOR plus 1.147 percent If USB Realty Corp

has not declared dividend on the Series Preferred

Securities before the dividend payment date for any dividend

period such dividend shall not be cumulative and shall cease

to accrue and be payable and USB Realty Corp will have no

obligation to pay dividends accrued for such dividend period

whether or not dividends on the Series Preferred Securities

are declared for any future dividend period

The Series Preferred Securities will be redeemable in

whole or in part at the option of USB Realty Corp on each

fifth anniversary after the dividend payment date occurring in

January 2012 and in whole but not in part at the option of

USB Realty Corp on any
dividend date that is not five-year

date Any redemption will be subject to the approval of the

Office of the Comptroller of the Currency

During 2010 the Company exchanged depositaiy shares representing an ownership interest in 5746 shares of Senes Preferred Stock for approximately 46 percent of the outstanding ITS

issued by USB Capital IX to third party investors retired pro-rats portion of the related junior subordinated debentures and cancelled pro-rata portion of the related stock purchase

contracts
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Options and warrants outstanding at December 31

2012 2011 and 2010 to purchase 22 million 54 million and

56 million common shares respectively were not included in

the computation of diluted earnings per
share for the years

ended December 31 2012 2011 and 2010 respectively

because they were antidilutive Convertible senior debentures

that could potentially be converted into shares of the

Companys common stock pursuant to specified formulas

were not included in the computation
of dilutive earnings per

share because they were antidilutive

Employee Benefits

Employee Retirement Savings Plan The Company has defined

contribution retirement savings plan that covers substantially

all its employees Qualified employees are allowed to

contribute up to 75 percent of their annual compensation

subject to Internal Revenue Service limits through salary

deductions under Section 401k of the Internal Revenue

Code Employee contributions are invested at the employees

direction among variety of investment alternatives

Employee contributions are 100 percent matched by the

Company up to four percent of an employees eligible annual

compensation The Companys matching contribution vests

immediately Although the matching contribution is initially

invested in the Companys common stock an employee can

reinvest the matching contribution among various investment

alternatives Total expense
for the Companys matching

contributions was $111 million $103 million and $96 million

in 2012 2011 and 2010 respectively

Pension Plans The Company has tax qualified

noncontributory defined benefit pension plans that provide

benefits to substantially all its employees Participants receive

annual cash balance pay credits based on eligible pay

multiplied by percentage determined by their age and years

of service Participants also receive an annual interest credit

Employees become vested upon completing three years of

vesting service For participants in the plan before 2010 that

elected to stay under their existing formula pension benefits

are provided to eligible employees based on years of service

multiplied by percentage of their final average pay As

result of plan mergers portion of pension benefits may also

be provided using cash balance benefit formula where only

interest credits continue to be credited to participants

accounts

In general the Companys qualified pension plans

funding objectives include maintaining funded status

sufficient to meet participant
benefit obligations over time

while reducing long-term funding requirements and pension

costs The Company has an established process
for evaluating

all of the plans their performance and significant plan

assumptions including the assumed discount rate and the

long-term rate of return LTROR Annually the

Companys Compensation and Human Resources Committee

the Committee assisted by outside consultants evaluates

plan objectives funding policies and plan investment policies

considering its long-term investment time horizon and asset

allocation strategies The process also evaluates significant

plan assumptions Although plan assumptions are established

annually the Company may update its analysis on an interim

basis in order to be responsive to significant events that occur

during the year such as plan mergers
and amendments

The Companys 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 as amended by the Pension Protection Act plus such

additional amounts as the Company determines to be

appropriate The Company made contribution of $35

million to its main pension plan in 2012 and made no

contributions to its qualified pension plans in 2011 The

Company anticipates making contributions of $207 million to

its main pension plan in 2013 Any contributions made to the

qualified plans are invested in accordance with established

investment policies and asset allocation strategies

In addition to the funded qualified pension plans the

Company maintains non-qualified plans that are unfunded

and provide benefits to certain employees The assumptions

used in computing the accumulated benefit obligation the

projected benefit obligation and net pension expense are

substantially consistent with those assumptions used for the

funded qualified plans In 2013 the Company expects to

contribute $23 million to its non-qualified pension plans

which equals the 2013 expected benefit payments

Postretirement Welfare Plan In addition to providing pension

benefits the Company provides health care and death benefits

to certain retired employees Generally all active employees

may become eligible for subsidized retiree health care benefits

by meeting defined age and service requirements The medical

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

Contributions have previously been made to the plan and in

2013 the Company anticipates no contributions to its

postretirement welfare plan
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The following table summarizes the changes in benefit obligations and plan assets for the years ended December 31 and the

funded status and amounts recognized in the Consolidated Balance Sheet at December 31 for the retirement plans

Pension Plans

Postretirement

Welfare Plan

Dollars ri Millions 2012 2011 2012 2011

Change in Projected Benefit Obligation

Benefit obligation at beginning of measurement period 3261 2929 $170 $181

Service cost 129 119

lnterestcost 168 169

Plan participants contributions 10 13

Actuarial loss gain 681 177 26 15
Lump sum settlements 33 28
Benefit payments 110 105 26 25
Federal subsidy on benefits paid

Benefit obligation at end of measurement period 4096 3261 $142 $170

Change in Fair Value of Plan Assets

Fair value at beginning of measurement period 2103 2305 $120 $131

Actual return on plan assets 305 90
Employer contributions 56 21

Plan participants contributions 10 13

Lump sum settlements 33 28
Benefit payments 10 105 26 25

Fair value at end of measurement period 2321 2103 $105 $120

Funded Unfunded Status $1775 $1158 37 50

Components of the Consolidated Balance Sheet

Current benefit liability 23 21
Noncurrent benefit liability 1752 1137 37 50

Recognized amount $1 775 $1 58 37 50

Accumulated Other Comprehensive Income Loss Pretax

Net actuarial gain loss $2152 $1746 84 67

Net prior service credit cost 21 25

Recognized amount $2131 $1721 84 67

At December 31 2012 and 2011 the accumulated benefit obligation for all pension plans was $3.8 billion and $3.0 billion respectively

The following table provides information for pension plans with benefit obligations in excess of plan assets at December 31

Dollars in Millions 2012 2011

Pension Plans with Projected Benefit Obligations in Excess of Plan Assets

Projected benefit obligation $4096 $3261

Fair value of plan assets 2321 2103

Pension Plans with Accumulated Benefit Obligations in Excess of Plan Assets

Accumulated benefit obligation 3776 2986

Fair value of plan assets 2321 2066
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The following table sets forth the components of net periodic benefit cost and other amounts recognized in accumulated other

Dollars ri Millions
2012 2011 2010 2012 2011 2010

Components of Net Periodic Benefit Cost

Service cost 129 19 93

Interest cost 168 169 155 11

Expected return on plan assets 191 207 215

Prior service cost credit and transition obligation asset

amortization 12

Actuarial loss gain amortization 161 125 64

Net periodic benefit cost 263 197 85

Other Changes in Plan Assets and Benefit Obligations

Recognized in Other Comprehensive Income Loss

Net actuarial gain loss arising during the year $567 $474 $203 $24 $10

Net actuarial loss gain amortized during the year 161 125 64

Net prior service credit cost arising during the year

Net prior service cost credit and transition obligation asset

amortized during the year 12

Total recognized in other comprehensive income loss $410 $358 $151 $17

Total recognized in net periodic benefit cost and other comprehensive

income loss $673 $555 $236 $14

Discount rate

Rate of compensation increase

Health care cost trend rate for the next year

Prior to age 65

After age 65

Effect on accumulated postretirement benefit obligation

One percent increase

One percent decrease

The discount rates were developed using cash flow matching bond model with modified duration for the qualified pension plans non-qualified pension plans and postretirement welfare plan

of 15.9 12.2 and 7.2 years respectively for 20t2 and 14.8 11.4 and 7.7 years respectively for 2011

Determined on fiability weighted basis

The pre-65 and post-65 rates are assumed to decrease gradually to 5.0 percent by 2019 and remain at this level thereafter

Not applicable

comprehensive income loss for the years ended December 31 for the retirement plans

Pension Plans Postretirement Welfare Plan

The pretax estimated actuarial loss gain and prior service cost credit for the pension plans that wifi be amortized from accumulated other comprehensive income loss into net periodic benefit

cost in 2013 are $254 mflhion and $5 milfion respectively

The pretax estimated actuarial loss gain for the postretirement
we/fare p/an that wi/I be amortded from accumulated other comprehensive income loss into net periodic benefit cost in 2013 is

$t mI/ion

The following table sets forth weighted average assumptions used to determine the projected benefit obligations at December 31

Postretirement

Pension Plans Welfare Plan

Do/lars in Millions
2012 2011 2012

4.1% 5.1%

4.1 4.1

2011

3.1% 4.3%

8.0% 8.0%

8.0 12.0

$5 $8
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Health care cost trend rate

Prior to age 65

After age 65

Effect on total of service cost and interest cost

One percent increase

One percent decrease

Investment Policies and Asset Allocation In establishing its

investment policies and asset allocation strategies the

Company considers expected returns and the volatility

associated with different strategies An independent consultant

performs modeling that projects numerous outcomes using

broad
range

of possible scenarios including mix of possible

rates of inflation and economic growth Starting with current

economic information the model bases its projections on past

relationships between inflation fixed income rates and equity

returns when these types of economic conditions have existed

over the previous 30 years both in the United States and in

foreign countries

Generally based on historical performance of the various

investment asset classes investments in equities have

outperformed other investment classes but are subject to

higher volatility While an asset allocation including debt

securities and other assets generally has lower volatility and

may provide protection in declining interest rate

environment it limits the pension plans long-term up-side

potential Given the pension plans investment horizon and

the financial viability of the Company to meet its funding

objectives the Committee has determined that an asset

allocation strategy investing principally in global equities

diversified among various domestic and international equity

categories is appropriate The
target asset allocation for the

Companys qualified pension plans at December 31 2012 was

35
percent passively managed global equities 25 percent

actively managed global equities 10 percent mid-small
cap

equities percent emerging markets equities percent real

estate equities and 20 percent debt securities The
target asset

allocation at December 31 2011 was 45 percent passively

managed global equities 25 percent actively managed global

equities 10 percent mid-small cap equities percent

emerging markets equities percent real estate equities and

10 percent debt securities

At December 31 2012 and 2011 plan assets of the

qualified pension plans included asset management

arrangements with related parties totaling $168 million and

$95 million respectively

Under contractual agreement with U.S Bancorp Asset

Management Inc an affiliate of the Company certain plan

assets are lent to qualified borrowers on short-term basis in

exchange for investment fee income These borrowers may
collateralize the loaned securities with either cash or non-cash

securities Cash collateral held at December 31 2012 and

2011 totaled $14 million and $12 million respectively with

obligations to return the cash collateral of $20 million at

December 31 2012 and 2011

Per authoritative accounting guidance the Company

groups plan assets into three-level hierarchy for valuation

techniques used to measure their fair value based on whether

the valuation inputs are observable or unobservable Refer to

Note 20 for further discussion on these levels

The assets of the qualified pension plans include

investments in equity and U.S Treasury securities whose fair

values are determined based on quoted prices in active

markets and are classified within Level of the fair value

hierarchy The qualified pension plans also invest in collective

investment and mutual funds whose fair values are determined

using the net asset value provided by the administrator of the

fund and as result are classified as Level In addition the

qualified pension plans invest in debt securities and foreign

currency transactions that are valued using third party pricing

services and are classified as Level The qualified pension

The following table sets forth weighted average assumptions used to determine net periodic benefit cost for the years ended

December 31

Pension Plans Postretirement Welfare Plan

Dollars in Millions 2012 2011 2010 2012 2011 2010

Discount rate 5.1% 5.7% 6.2% 4.3% 4.9% 5.6%

Expected return on plan assets 8.0 8.3 8.5 2.3 3.5 3.5

Rate of compensation increase 4.1 4.0 3.0

8.0% 8.0% 8.0%

12.0 14.0 14.0

The discount rates were developed using cash flow matching bond model with modified duration for the qualified pension plans non-qualified pension plans and postretirement welfare plan

of 14.8 11.4 and 7.7 years respectively for 20t2 and t4.0 11.0 and 7.7
years respectively for 2011

With the help of an independent pension consultant range of potential expected rates of return economic conditions historical performance relative to assumed rates of return and asset

allocation and peer group LTROR information are used in developing the plan assumptions for its expected long-term rates of return on plan assets The Company determined its 2012

expected long-term rates of return reflecting current economic conditions and plan assets

Determined on liability weighted basis

The pre-65 and p051-65 rates are assumed to decrease gradually to 5.5 percent by 2017 and 6.0 percent by 2015 respectively and remain at these levels thereafter

Not applicable
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plan invests in money market mutual fund with cash

collateral from its securities lending arrangement whose fair

value is determined based on quoted prices in markets that are

less active and therefore is classified as Level Additionally

the qualified pension plan has investments in limited

partnership interests and debt securities whose fair values are

determined by the Company by analyzing the limited

partnerships audited financial statements and by averaging

the prices obtained from independent pricing services

respectively These securities are classified as Level

The following table summarizes the plan investment assets measured at fair value at December 31

Level Level Level

119

151

275

173

285

132

400

59

61

362

129

71

$23

63 36

232

159

250

103

509

53

51

455

127

50

$830 $1280 $13

Dollars in Millions

Pension Plans

2012 2011 2012 2011

114

Postretirement

Welfare Plan

Level Level Level Level Level

$105Cash and cash equivalents

Debt securities

Corporate stock

Domestic equity securities

Mid-small cap equity securities

International equity securities

Real estate equity securities

Collective investment funds

Domestic equity securities

Mid-small cap equity securities

Emerging markets equity securities

International equity securities

Mutual funds

Money market

Debt securities

Emerging markets equity securities

Other

Total

$120

$1135 $1196 $10 $105

Total investment assets of the pension plans exclude obligations to return cash collateral to qualified borrowers of $20 mill/on at December31 2012 and 2011 under security lending

arrangements

The following table summarizes the changes in fair value for all plan investment assets measured at fair value using significant

unobservable inputs Level for the years ended December 31

Debt Debt Debt

Dollars in Millions Securities Other Securities Other Securities Other

$120

2012 2011 2010

Balance at beginning of period $6

Unrealized gains losses relating to assets still held at end

of year

Purchases sales and settlements net

Balance at end of period $6

The following benefit payments are expected to be paid from the retirement plans for the years ended December 31

Pension Postretirement Medicare Part

Dollars in Millions Plans Welfare Plan Subsidy Receipts

2013 161 $16

2014 166 16

2015 174 17

2016 184 17

2017 190 17

2018 2022 1096 80 14

Net of expected retiree contributions and before Medicare Part subsidy
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Stock-Based Compensation

As part of its employee and director compensation

programs the Company may grant certain stock awards

under the provisions of the existing stock compensation

plans including plans assumed in acquisitions The plans

provide for grants
of options to purchase shares of common

stock at fixed price equal to the fair value of the

underlying stock at the date of grant Option grants are

generally exercisable up to ten years from the date of grant

In addition the plans provide for grants of shares of

common stock or stock units that are subject to restriction

Stock Option Awards

on transfer prior to vesting Most stock and unit awards vest

over three to five years and are subject to forfeiture if certain

vesting requirements are not met Stock incentive plans of

acquired companies are generally terminated at the merger

closing dates Participants under such plans receive the

Companys common stock or options to buy the Companys

stock based on the conversion terms of the various merger

agreements At December 31 2012 there were 58 million

shares subject to adjustment for forfeitures available for

grant under various plans

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

Year Ended December 31

2012

Number outstanding at beginning of period

Granted

Exercised

Cancelled

Number outstanding at end of period

Exercisable at end of period

2011

Number outstanding at beginning of period

Granted

Exercised

Cancelled

Number outstanding at end of period

Exercisable at end of period

2010

Number outstanding at beginning of period

Granted

Exercised

Cancelled

Number outstanding at end of period

Exercisable at end of period

Options cancelled include both non-vested i.e forfeitures and vested options

63171918 $28.83 4.9 196

50671654 $30.12 4.2 92

85622705 $26.80

4063369 28.66

8508107 19.49

5354026 28.44

75823941 $27.60 5.2 42
57039334 $29.14 4.4 $120

88379469 $26.49

5417631 23.98

5769586 19.38

2404809 27.03

85622705 $26.80 5.5 15

57542065 $28.28 4.4 76

Outstanding options include stock-based awards that maybe forfeited in future periods The impact of the estimated forfeitures is reflected in compensation expense

Stock-based compensation expense is based on the estimated fair value of the award at the date of grant or modification The fair

value of each option award is estimated on the date of grant using the Black-Scholes option-pricing model requiring the use of

subjective assumptions Because employee stock options have characteristics that differ from those of traded options including

vesting provisions and trading limitations that impact their liquidity the determined value used to measure compensation expense

may vary from their actual fair value The following table includes the weighted average estimated fair value and assumptions

utilized by the Company for newly issued grants

Year Ended December31 2012 2011 2010

Estimatedfairvalue $10.19 $10.55 $8.36

Risk-free interest rates .9% 2.5% 2.5%

Dividend yield 2.6% 2.5% 3.0%

Stock volatility factor .49 .47 .47

Expected life of options in years 5.5 5.5 5.5

Weighted- Weighted-Average

Stock Average Remaining

Options/Shares Exercise Price Contractual Term

75823941

4180492

15681323

1151192

Aggregate

Intrinsic Value

in millions

$27.60

28.65

23.12

24.90
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Expected stock volatility is based on several factors

including the historical volatility of the Companys stock

implied volatility determined from traded options and other

factors The Company uses historical data to estimate option

exercises and employee terminations to estimate the expected

The following summarizes certain stock option activity of the Company

Year Ended December31 Dollars in Millions

life of options The risk-free interest rate for the expected life

of the options is based on the U.S Treasury yield curve in

effect on the date of grant The expected dividend yield is

based on the Companys expected dividend yield over the life

of the options

2012 2011 2010

Includes maximum number of shares to be received by participants under awards that are based on the achievement of certain future performance criteria by the Company

The total fair value of shares vested was $86 million $72

million and $44 million for 2012 2011 and 2010

respectively Stock-based compensation expense was $129

million $118 million and $113 million for 2012 2011 and

2010 respectively On an after-tax basis stock-based

compensation was $80 million $73 million and $70 million

for 2012 2011 and 2010 respectively As of December 31

2012 there was $151 million of total unrecognized

compensation cost related to nonvested share-based

arrangements granted under the plans That cost is expected

to be recognized over weighted-average period of 2.4 years

as compensation expense

Fair value of options vested 49 54 61

Intrinsic value of options exercised 143 61 35

Cash received from options exercised 362 165 112

Tax benefit realized from options exercised 75 23 13

To satisfy option exercises the Company predominantly uses treasury stock

Additional information regarding stock options outstanding as of December 31 2012 is as follows

Outstanding Options Exercisable Options

Weighted-

Average Weighted- Weighted-

Remaining Average Average

Contractual Exercise Exercise

Range of Exercise Prices Shares Life Years Price Shares Price

$11.02$15.0O 6877581 6.1 $11.39 3922950 $11.37

$15.01 $20.00 186439 3.7 19.35 171651 19.47

$20.01 $25.00 4241644 7.1 23.82 1831981 23.79

$25.01 $30.00 17691503 5.4 29.05 10591999 29.36

$30.01 $35.00 24669720 4.2 31.69 24648451 31.69

$35.01 $36.25 9505031 4.0 36.06 9504622 36.06

63171918 4.9 $28.83 50671654 $30.12

Restricted Stock and Unit Awards

summary of the status of the Companys restricted shares of stock and unit awards is presented below

2012 2011 2010

Weighted- Weighted- Weighted-

Average Average Average

Grant-Date Grant-Date Grant-Date

Year Ended December 31 Shares Fair Value Shares Fair Value Shares Fair Value

Nonvested Shares

Outstanding at beginning of period 8995295 $22.46 8811027 $19.74 6788203 $16.68

Granted 3085077 28.70 3136086 28.20 4398660 24.05

Vested 2931820 20.97 2552979 20.15 1862228 18.71

Cancelled 212809 25.01 398839 22.20 513608 20.00

Outstanding at end of period 8935743 $25.04 8995295 $22.46 8811027 $19.74
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Income Taxes

The components of income tax expense were

Year Ended December31 Dollars in Millions 2012 2011 2010

Federal

Current $1853 907 $1105

Deferred 45 689 339

Federal income tax 1898 1596 766

State

Current 334 186 200

Deferred 59 31

State income tax 338 245 169

Total income tax provision $2236 $1841 935

reconciliation of expected income tax expense at the federal statutory rate of 35 percent to the Companys applicable income

tax expense follows

Year Ended December31 Dollars in Millions 2012 2011 2010

Tax at statutory rate $2704 $2320 $1470

State income tax at statutory rates net of federal tax benefit 220 159 110

Tax effect of

Tax credits net of related expenses 479 458 462

Tax-exempt income 219 226 214

Noncontrolling interests 55 29 18

Other items 45 17 13

Applicable income taxes $2236 $1841 935

The tax effects of fair value adjustments on securities

available-for-sale derivative instruments in cash flow hedges

foreign currency translation adjustments pension and post-

retirement plans and certain tax benefits related to stock

options are recorded directly to shareholders equity as part
of

other comprehensive income loss

In preparing its tax returns the Company is required to

interpret complex tax laws and regulations and utilize income

and cost allocation methods to determine its taxable income

On an ongoing basis the Company is subject to examinations

by federal state local and foreign taxing authorities that may

give rise to differing interpretations of these complex laws

The total amount of unrecognized tax positions that if

recognized would impact the effective income tax rate as of

December 31 2012 2011 and 2010 were $240 million $220

million and $253 million respectively The change in

unrecognized tax position balances in 2012 from exam

resolutions relates to determination of the timing of

regulations and methods Due to the nature of the

examination process it generally takes years before these

examinations are completed and matters are resolved

Changes in income tax expense and associated liabilities

related to the resolution of income tax examinations in 2012

2011 and 2010 were not significant Federal tax examinations

for all years ending through December 31 2008 are

completed and resolved The Companys tax returns for the

years ended December 31 2009 and 2010 are under

examination by the Internal Revenue Service The years open

to examination by state and local government authorities vary

by jurisdiction

deductions for losses on various securities and debt

obligations The Company classifies interest and penalties

related to unrecognized tax positions as component of

income tax expense At December 31 2012 the Companys

uncertain tax position balances included $39 million in

accrued interest During the years ended December 31 2012

reconciliation of the changes in the federal state and foreign unrecognized tax position balances are summarized as follows

Year Ended December31 Dollars in Millions
2012 2011 2010

Balance at beginning of period 479 $532 $440

Additions for tax positions taken in prior years 73 24 16

Additions for tax positions taken in the current year 30

Exam resolutions 245 70
Statute expirations 10 54

Balance at end of period 302 $479 $532
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Deferred income tax assets and liabilities reflect the tax

effect of estimated temporary differences between the carrying

The significant components of the Companys net deferred tax asset liability as of December 31 were

DoVars in Millions
2012

Deferred Tax Assets

Allowance for credit losses

Pension and postretirement benefits

Accrued expenses

Stock compensation

Federal state and foreign net operating loss carryforwards

Securities available-for-sale and financial instruments

Partnerships and other investment assets

Other deferred tax assets net

Gross deferred tax assets

Deferred Tax Liabilities

Leasing activities

Goodwill and other intangible assets

Mortgage servicing rights

Securities available-for-sale and financial instruments

Loans

Fixed assets

Other deferred tax liabilities net

Gross deferred tax liabilities

Valuation allowance

Net Deferred Tax Asset Liability

The Company has approximately $723 million of federal

state and foreign net operating loss carryforwards which

expire at various times through 2032 Limitations on the

ability to realize these carryforwards is reflected in the

associated valuation allowance Management has determined

it is more likely than not the other net deferred tax assets

could be realized through carry back to taxable income in

prior years future reversals of existing taxable temporary

differences and future taxable income

At December 31 2012 retained earnings included

approximately $102 million of base year reserves of acquired

thrift institutions for which no deferred federal income tax

liability has been recognized These base year reserves would

be recaptured if the Companys banking subsidiaries cease to

qualify as bank for federal income tax purposes The base

year reserves also remain subject to income tax penalty

provisions that in general require recapture upon certain

stock redemptions of and excess distributions to

stockholders

Derivative Instruments

The Company recognizes all derivatives in the Consolidated

Balance Sheet at fair value in other assets or in other

liabilities On the date the Company enters into derivative

contract the derivative is designated as either hedge of the

fair value of recognized asset or liability fair value

hedge hedge of forecasted transaction or the variability

of cash flows to be paid related to recognized asset or

liability cash flow hedge hedge of the volatility of an

investment in foreign operations driven by changes in foreign

currency exchange rates net investment hedge or

designation is not made as it is customer-related transaction

an economic hedge for asset/liability risk management

purposes or another stand-alone derivative created through

the Companys operations free-standing derivative

2011 and 2010 the Company recorded approximately $8

million $2 million and $6 million respectively in interest

on unrecognized tax positions

amounts of assets and liabilities for financial reporting

purposes and the amounts used for the same items for income

tax reporting purposes

2011

$1756 $1872

523 281

476 399

183 203

60 26

85

395 571

180 96

3573 3533

2792 3048

565 517

490 522

232

168 175

201 169

361 176

4809 4607

84 51

$1320 $1125
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The following table provides information on the fair value of the Companys derivative positions as of December 31

Of the Companys $62.0 billion of total notional amount

of asset and liability management positions at December 31

2012 $12.8 billion was designated as fair value cash flow

or net investment hedge When derivative is designated as

fair value cash flow or net investment hedge the Company

performs an assessment at inception and at minimum

quarterly thereafter to determine the effectiveness of the

derivative in offsetting changes in the value or cash flows of

the hedged items

Fair Value Hedges These derivatives are primarily interest rate

swaps that hedge the change in fair value related to interest

rate changes of underlying fixed-rate debt and junior

subordinated debentures Changes in the fair value of

derivatives designated as fair value hedges and changes in the

fair value of the hedged items are recorded in earnings All

fair value hedges were highly effective for the
year

ended

December 31 2012 and the change in fair value attributed to

hedge ineffectiveness was not material

Cash Flow Hedges These derivatives are interest rate swaps that

are hedges of the forecasted cash flows from the underlying

variable-rate loans and debt Changes in the fair value of

derivatives designated as cash flow hedges are recorded in

other comprehensive income loss until the cash flows of the

hedged items are realized If derivative designated as cash

flow hedge is terminated or ceases to be highly effective the

gain or loss in other comprehensive income loss is amortized

to earnings over the period the forecasted hedged transactions

impact earnings If hedged forecasted transaction is no longer

probable hedge accounting is ceased and
any gain or loss

included in other comprehensive income loss is reported in

earnings immediately unless the forecasted transaction is at

least reasonably possible of occurring whereby the amounts

within other comprehensive income loss remain At

December 31 2012 the Company had $404 million net-of-

tax of realized and unrealized losses on derivatives classified

as cash flow hedges recorded in other comprehensive income

loss compared with $489 million net-of-tax at

December 31 2011 The estimated amount to be reclassified

from other comprehensive income loss into earnings during

the next 12 months is loss of $133 million net-of-tax This

amount includes gains and losses related to hedges that were

terminated early for which the forecasted transactions are still

Asset

Derivatives

$1913

294

$1619

Liability

Derivatives

$2554

1889

665

probable All cash flow hedges were highly effective for the

year ended December 31 2012 and the change in fair value

attributed to hedge ineffectiveness was not material

Net Investment Hedges The Company uses forward

commitments to sell specified amounts of certain foreign

currencies and occasionally non-derivative debt instruments

to hedge the volatility of its investment in foreign operations

driven by fluctuations in foreign currency exchange rates The

ineffectiveness on all net investment hedges was not material

for the year ended December 31 2012 There were no non-

derivative debt instruments designated as net investment

hedges at December 31 2012 or 2011

Other Derivative Positions The Company enters into free

standing derivatives to mitigate interest rate risk and for other

risk management purposes
These derivatives include forward

commitments to sell to-be-announced securities TBAs and

other commitments to sell residential mortgage loans which

are used to economically hedge the interest rate risk related to

residential mortgage loans held for sale and unfunded

mortgage loan commitments The Company also enters into

interest rate swaps forward commitments to buy TBAs

U.S Treasury futures and options on U.S Treasury futures to

economically hedge the change in the fair value of the

Companys MSRs The Company also enters into foreign

currency forwards to economically hedge remeasurement

gains and losses the Company recognizes on foreign currency

denominated assets and liabilities In addition the Company

acts as seller and buyer of interest rate derivatives and

foreign exchange contracts for its customers To mitigate the

market and liquidity risk associated with these customer

derivatives the Company enters into similar offsetting

positions with broker-dealers The Company also has

derivative contracts that are created through its operations

including commitments to originate mortgage loans held for

sale and certain derivative financial guarantee contracts

For additional information on the Companys purpose

for entering into derivative transactions and its overall risk

management strategies refer to Management Discussion and

Analysis Use of Derivatives to Manage Interest Rate and

Other Risks which is incorporated by reference into these

Notes to Consolidated Financial Statements

Asset

Dollars in Millions
Derivatives

Total fair value of derivative positions $1806

Netting 418

Total $1388

2012 2011

Liability

Derivatives

$2183

1549

634

Represents netting of denvative asset and liability balances and related collateral with the same counterparty subject to master netting agreements At December31 2012 the amount of

collateral posted by counterparties consisting primarily of cash and money market investments that was netted against derivative assets was $84 million and the amount of cash collateral

posted by the Company that was netted against derivative liabilities was $1.2 billion compared with $88 million and $1.7 billion respectively at December 31 2011
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The following table summarizes the asset and liability management derivative positions of the Company

Asset Derivatives Liability Derivatives

Weighted-Average Weighted-Average

Remaining Remaining

Notional Fair Maturity Notional Fair Maturity

Dollars in Millions Value Value In Years Value Value In Years

December 31 2012

Fair value hedges

Interest rate contracts

Receive fixed/pay floating swaps 500 30 3.09

Cash flow hedges

Interest rate contracts

Pay fixed/receive floating swaps 32 9.88 4528 718 3.79

Receive fixed/pay floating swaps 7000 45 1.84

Net investment hedges

Foreign exchange forward contracts 758 .07

Other economic hedges

Interest rate contracts

Futures and forwards

Buy 11164 138 .07 2921 13 .04

Sell 6299 18 .11 12223 57 .09

Options

Purchased 2435 .07

Written 4991 123 .12 .06

Receive fixed/pay floating swaps 350 10.21 3775 14 10.21

Foreign exchange forward contracts 618 .03 1383 .01

Equity contracts 31 2.80 27 2.46

Credit contracts 1056 4.56 1947 10 3.11

December 31 2011

Fair value hedges

Interest rate contracts

Receive fixed/pay floating swaps 500 27 4.09

Foreign exchange cross-currency swaps 688 17 5.17 432 23 5.17

Cash flow hedges

Interest rate contracts

Pay fixed/receive floating swaps 4788 803 4.03

Receive fixed/pay floating swaps 750 2.75 6250 2.86

Net investment hedges

Foreign exchange forward contracts 708 .08

Other economic hedges

Interest rate contracts

Futures and forwards

Buy 14270 150 .07 29 .12

Sell 231 .15 14415 134 .11

Options

Purchased 1250 .07

Written 4421 80 .10 11 .13

Receive fixed/pay floating swaps 2625 10.21

Foreign exchange forward contracts 307 .08 1414 11 .08

Equitycontracts 54 1.05 10 .64

Credit contracts 800 3.71 1600 3.59
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The following table summarizes the customer-related derivative positions of the Company

Asset Derivatives Liability Derivatives

Weighted-Average Weighted-Average

Remaining Remaining

Notional Fair Maturity
Notional Fair Maturity

Dollars in Millions
Value Value In Years Value Value In Years

December 31 2012

Interest rate contracts

Receive fixed/pay floating swaps $16671 $1085 4.78 1090 15 9.30

Pay fixed/receive floating swaps 928 14 11 .12 16923 1042 4.74

Options

Purchased 3046 16 5.24 28 4.42

Written 286 .75 2788 16 5.68

Foreign exchange rate contracts

Forwards spots and swaps 12186 322 .43 11861 286 .44

Options

Purchased 323 .55

Written 323 .55

December 31 2011

Interest rate contracts

Receive fixed/pay floating swaps 16230 1216 4.98 523 2.52

Pay fixed/receive floating swaps 99 1.81 16206 1182 5.10

Options

Purchased 2660 26 6.11

Written 2660 26 6.11

Foreign exchange rate contracts

Forwards spots and swaps 7936 369 .54 7731 354 .54

Options

Purchased 127 .41

Written 127 .41

Reflects the net of long and short positions

The table below shows the effective portion of the gains losses recognized in other comprehensive income loss and the gains

losses reclassified from other comprehensive income loss into earnings net-of-tax for the years ended December 31

Gains Losses Recognized in Other Comprehensive Gains Losses Reclassified from Other

Income Loss Comprehensive Income Loss into Earnings

Dollars in Millions
2012 2011 2010 2012 2011 2010

Asset and Liability Management Positions

Cash flow hedges

Interest rate contracts $46 $21 $235 $1 31 $1 38 $1 48

Net investment hedges

Foreign exchange forward contracts 19 34 25
Non-derivative debt instruments 20

Note Ineffectiveness on cash flow and net investment hedges was not material for the years ended December 31 2012 2011 and 2010

Gains Losses reclassified from other comprehensive income loss into interest income on loans and interest expense on long-term debt
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The table below shows the gains losses recognized in earnings for fair value hedges other economic hedges and the customer-

related positions for the years ended December 31

Dollars in Millions

Asset and Liability Management Positions

Fair value hedges

Interest rate contracts

Foreign exchange cross-currency swaps

Other economic hedges

Interest rate contracts

Futures and forwards

Purchased and written options

Receive fixed/pay floating swaps

Pay fixed/receive floating swaps

Foreign exchange forward contracts

Equity contracts

Credit contracts

Customer-Related Positions

Interest rate contracts

Receive fixed/pay floating swaps

Pay fixed/receive floating swaps

Purchased and written options

Foreign exchange rate contracts

Forwards spots and swaps

Purchased and written options

Derivatives are subject to credit risk associated with

counterparties to the derivative contracts The Company

measures that credit risk using credit valuation adjustment

and includes it within the fair value of the derivative The

Company manages counterparty credit risk through

diversification of its derivative positions among various

counterparties by entering into master netting agreements

and where possible by requiring collateral
agreements

master netting agreement allows two counterparties who

have multiple derivative contracts with each other the ability

to net settle amounts under all contracts including any related

collateral posted through single payment and in single

currency Collateral agreements require the
counterparty to

post on daily basis collateral typically cash or money

market investments equal to the Companys net derivative

receivable For highly-rated counterparties the agreements

may include minimum dollar posting thresholds but allow for

the Company to call for immediate full collateral coverage

when credit-rating thresholds are triggered by counterparties

The Companys collateral agreements are bilateral and

therefore contain provisions that require collateralization of

the Companys net liability derivative positions Required

collateral coverage is based on certain net liability thresholds

and contingent upon the Companys credit rating from two of

the nationally recognized statistical rating organizations If the

Companys credit rating were to fall below credit ratings

thresholds established in the collateral agreements the

Other noninterest income 36 31
Other noninterest income 42 69 193

Mortgage banking revenue 437 23 831

Mortgage banking revenue 854 456 425

Mortgage banking revenue 175 518

Mortgage banking revenue

Commercial products revenue 63 81 16
Compensation expense

Other noninterest income/expense

Other noninterest income 118 302 201

Other noninterest income 124 317 196
Other noninterest income

Commercial products revenue 50 53 49

Commercial products revenue

counterparties to the derivatives could request immediate full

collateral coverage for derivatives in net liability positions

The aggregate fair value of all derivatives under collateral

agreements that were in net liability position at

December 31 2012 was $1.6 billion At December 31 2012
the Company had $1.2 billion of cash posted as collateral

against this net liability position

ii Fair Values of Assets and Liabilities

The Company uses fair value measurements for the initial

recording of certain assets and liabilities periodic

remeasurement of certain assets and liabilities and

disclosures Derivatives trading and available-for-sale

investment securities certain mortgage loans held for sale

MLHFS and MSRs are recorded at fair value on

recurring basis Additionally from time to time the Company

may be required to record at fair value other assets on

nonrecurring basis such as loans held for sale loans held for

investment and certain other assets These nonrecurring fair

value adjustments typically involve application of lower-of-

cost-or-fair value accounting or impairment write-downs of

individual assets

Fair value is defined as the exchange price that would be

received for an asset or paid to transfer liability an exit

price in the principal or most advantageous market for the

asset or liability in an orderly transaction between market

participants on the measurement date fair value

Location of Gains Losses

Recognized in Earnings 2012 2011 2010

Gains Losses on items hedged by Interest rate contracts and foreign exchange forward contracts included in noninterest income expense were $3 million and $44 million for the
year

ended December 31 2012 respectively $29 million and $72 million for the year ended December 31 2011 respectively and $35 million and $193 million for the year ended December 31
2010 respectively The ineffective portion was immaterial for the years ended December 31 2012 2011 and 2010
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measurement reflects all of the assumptions that market

participants would use in pricing the asset or liability

including assumptions about the risk inherent in particular

valuation technique the effect of restriction on the sale or

use of an asset and the risk of nonperformance

The Company groups its assets and liabilities measured at

fair value into three-level hierarchy for valuation techniques

used to measure financial assets and financial liabilities at fair

value This hierarchy is based on whether the valuation inputs

are observable or unobservable These levels are

Level Quoted prices in active markets for identical

assets or liabilities Level includes U.S Treasury and

exchange-traded instruments

Level Observable inputs other than Level prices such

as quoted prices for similar assets or liabilities quoted

prices in markets that are not active or other inputs that

are observable or can be corroborated by observable market

data for substantially the full term of the assets or liabilities

Level includes debt securities that are traded less

frequently than exchange-traded instruments and which are

typically valued using third party pricing services derivative

contracts and other assets and liabilities including

securities whose value is determined using pricing model

with inputs that are observable in the market or can be

derived principally from or corroborated by observable

market data and MLHFS whose values are determined

using quoted prices for similar assets or pricing
models with

inputs that are observable in the market or can be

corroborated by observable market data

Level Unobservable inputs that are supported by little

or no market activity and that are significant to the fair

value of the assets or liabilities Level assets and liabilities

include financial instruments whose values are determined

using pricing models discounted cash flow methodologies

or similar techniques as well as instruments for which the

determination of fair value requires significant management

judgment or estimation This category
includes MSRs

certain debt securities and certain derivative contracts

When the Company changes its valuation inputs
for

measuring financial assets and financial liabilities at fair value

either due to changes in current market conditions or other

factors it may need to transfer those assets or liabilities to

another level in the hierarchy based on the new inputs used

The Company recognizes these transfers at the end of the

reporting period that the transfers occur During the years

ended December 31 2012 2011 and 2010 there were no

transfers of financial assets or financial liabilities between the

hierarchy levels

The Company has processes
and controls in place to

increase the reliability of estimates it makes in determining

fair value measurements Items quoted on an exchange are

verified to the quoted price Items provided by third party

pricing service are subject to price verification procedures as

discussed in more detail in the specific valuation discussions

provided in the section that follows For fair value

measurements modeled internally the Companys valuation

models are subject to the Companys Model Risk Governance

Policy and Program as maintained by the Companys credit

administration department The purpose
of model validation

is to assess the accuracy
of the models input processing and

reporting components All models are required to be

independently reviewed and approved prior to being placed in

use and are subject to formal change control procedures

Under the Companys Model Risk Governance Policy models

are required to be reviewed at least annually to ensure they

are operating as intended Inputs into the models are market

observable inputs whenever available When market

observable inputs are not available the inputs are developed

based upon analysis of historical experience and evaluation of

other relevant market data Significant unobservable model

inputs are subject to review by senior management in

corporate functions who are independent from the modeling

Significant unobservable model inputs are also compared to

actual results typically on quarterly basis Significant Level

fair value measurements are also subject to corporate-level

review and are benchmarked to market transactions or other

market data when available Additional discussion of

processes
and controls are provided in the valuation

methodologies section that follows

The following section describes the valuation

methodologies used by the Company to measure financial

assets and liabilities at fair value and for estimating fair value

for financial instruments not recorded at fair value as required

under disclosure guidance related to the fair value of financial

instruments In addition the following section includes an

indication of the level of the fair value hierarchy in which the

assets or liabilities are classified Where appropriate the

description includes information about the valuation models

and key inputs to those models During 2012 2011 and 2010

there were no significant changes to the valuation techniques

used by the Company to measure fair value

Cash and Due From Banks The carrying value of cash and due

from banks approximate fair value and are classified within

Level Fair value is provided for disclosure purposes only

Federal Funds Sold and Securities Purchased Under Resale

Agreements The carrying value of federal funds sold and

securities purchased under resale agreements approximate fair

value because of the relatively short time between the

origination of the instrument and its expected realization and

are classified within Level Fair value is provided for

disclosure purposes only
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Investment Securities When quoted market prices for identical

securities are available in an active market these prices are

used to determine fair value and these securities are classified

within Level of the fair value hierarchy Level investment

securities are predominantly U.S Treasury securities

For other securities quoted market prices may not be

readily available for the specific securities When possible the

Company determines fair value based on market observable

information including quoted market prices for similar

securities inactive transaction prices and broker quotes

These securities are classified within Level of the fair value

hierarchy Level valuations are generally provided by third

party pricing service The Company reviews the valuation

methodologies utilized by the pricing service and on

quarterly basis reviews the security level prices provided by

the pricing service against managements expectation of fair

value based on changes in various benchmarks and market

knowledge from recent trading activity Additionally each

quarter the Company validates the fair value provided by the

pricing services by comparing them to recent observable

market trades where available broker provided quotes or

other independent secondary pricing sources Prices obtained

from the pricing service are adjusted if they are found to be

inconsistent with observable market data Level investment

securities are predominantly agency mortgage-backed

securities certain other asset-backed securities municipal

securities corporate debt securities agency debt securities and

perpetual preferred securities

The fair value of securities for which there are no market

trades or where trading is inactive as compared to normal

market activity are classified within Level of the fair value

hierarchy The Company determines the fair value of these

securities using discounted cash flow methodology and

incorporating observable market information where

available These valuations are modeled by unit within the

Companys treasury department The valuations use

assumptions regarding housing prices interest rates and

borrower performance Inputs are refined and updated at least

quarterly to reflect market developments and actual

performance The primary valuation drivers of these securities

are the prepayment rates default rates and default seventies

associated with the underlying collateral as well as the

discount rate used to calculate the present value of the

projected cash flows Level fair values including the

assumptions used are subject to review by senior management

in
corporate functions who are independent from the

modeling The fair value measurements are also compared to

fair values provided by third party pricing services where

available Securities classified within Level include non-

agency mortgage-backed securities non-agency commercial

mortgage-backed securities certain asset-backed securities

certain collateralized debt obligations and collateralized loan

obligations certain corporate debt securities and SIV-related

securities

Mortgage Loans Held For Sale MLHFS measured at fair value

for which an active secondary market and readily available

market prices exist are
initially

valued at the transaction price

and are subsequently valued by comparison to instruments with

similar collateral and risk profiles MLHFS are classified within

Level Included in mortgage banking revenue was $287

million net gain $15 million net gain and $125 million net

loss for the years ended December 31 2012 2011 and 2010

respectively from the changes to fair value of these MLHFS
under fair value

option accounting guidance Changes in fair

value due to instrument specific credit risk were immaterial

Interest income for MLHFS is measured based on contractual

interest rates and reported as interest income in the Consolidated

Statement of Income Electing to measure MLHFS at fair value

reduces certain timing differences and better matches changes in

fair value of these assets with changes in the value of the

derivative instruments used to economically hedge them without

the burden of complying with the requirements for hedge

accounting

Loans The loan portfolio includes adjustable and fixed-rate

loans the fair value of which was estimated using discounted

cash flow analyses and other valuation techniques The

expected cash flows of loans considered historical prepayment

experiences and estimated credit losses and were discounted

using current rates offered to borrowers of similar credit

characteristics Generally loan fair values reflect Level

information Fair value is provided for disclosure purposes

only with the exception of impaired collateral-based loans

that are measured at fair value on non-recurring basis

utilizing the underlying collateral fair value

Mortgage Servicing Rights MSRs are valued using discounted

cash flow methodology Accordingly MSRs are classified

within Level The Company determines fair value by

estimating the present value of the assets future cash flows

using prepayment rates discount rates and other assumptions

The MSR valuations as well as the
assumptions used are

developed by the mortgage banking division and are subject to

review by senior management in corporate functions who are

independent from the modeling The MSR valuations and

assumptions are validated through comparison to trade

information and industry surveys when available and are also

compared to independent third party valuations each quarter

Risks inherent in MSR valuation include higher than expected

prepayment rates and/or delayed receipt of cash flows There is

minimal market activity for MSRs therefore the determination

of fair value requires significant management judgment Refer

to Note for further information on MSR valuation

assumptions
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Derivatives The majority of derivatives held by the Company

are executed over-the-counter and are valued using standard

cash flow Black-Derman-Toy and Monte Carlo valuation

techniques The models incorporate inputs depending on the

type of derivative including interest rate curves foreign

exchange rates and volatility In addition all derivative values

incorporate an assessment of the risk of counterparty

nonperformance measured based on the Companys

evaluation of credit risk as well as external assessments of

credit risk where available The Company monitors and

manages its nonperformance risk by considering its ability to

net derivative positions under master netting agreements as

well as collateral received or provided under collateral support

agreements Accordingly the Company has elected to measure

the fair value of derivatives at counterparty level on net

basis The majority of the derivatives are classified within

Level of the fair value hierarchy as the significant inputs to

the models including nonperformance risk are observable

However certain derivative transactions are with

counterparties where risk of nonperformance cannot be

observed in the market and therefore the credit valuation

adjustments
result in these derivatives being classified within

Level of the fair value hierarchy The credit valuation

adjustments for nonperformance risk are determined by the

Companys treasury department using credit assumptions

provided by credit administration The credit assumptions are

compared to actual results quarterly and are recalibrated as

appropriate

The Company also has commitments to sell purchase

and originate mortgage loans that meet the accounting

requirements of derivative These mortgage loan

commitments are valued by pricing models that include

market observable and unobservable inputs which result in

the commitments being classified within Level of the fair

value hierarchy The unobservable inputs include assumptions

about the percentage of commitments that actually become

closed loan and the MSR value that is inherent in the

underlying loan value both of which are developed by the

Companys mortgage banking division The closed loan

percentages for the mortgage
loan commitments are

monitored on an on-going basis as these percentages are also

used for the Companys economic hedging activities The

inherent MSR value for the commitments are generated by the

same models used for the Companys MSRs and thus are

subject to the same processes
and controls as described for the

MSRs above

Other Financial Instruments Other financial instruments

include cost method equity investments and community

development and tax-advantaged related assets and liabilities

The majority of the Companys cost method equity

investments are in Federal Home Loan Bank and Federal

Reserve Bank stock whose carrying amounts approximate

their fair value and are classified within Level Investments

in private equity and other limited partnership funds are

estimated using fund provided net asset values These equity

investments are classified within Level Fair value is

provided for disclosure purposes only

Community development and tax-advantaged

investments generate return primarily through the

realization of federal and state income tax credits with

duration typically equal to the period that the tax credits are

realized Asset balances primarily represent the assets of the

underlying community development and tax-advantaged

entities the Company consolidated per applicable

authoritative accounting guidance Liabilities of the

underlying consolidated entities were included in long-term

debt The carrying value of the asset balances are reasonable

estimate of fair value and are classified within Level Refer

to Note for further information on community development

and tax-advantaged related assets and liabilities Fair value is

provided for disclosure purposes only

Deposit Liabilities The fair value of demand deposits savings

accounts and certain money market deposits is equal to the

amount payable on demand The fair value of fixed-rate

certificates of deposit was estimated by discounting the

contractual cash flow using current market rates Deposit

liabilities are classified within Level Fair value is provided

for disclosure purposes only

Short-term Borrowings Federal funds purchased securities

sold under agreements to repurchase commercial paper
and

other short-term funds borrowed have floating rates or short-

term maturities The fair value of short-term borrowings was

determined by discounting contractual cash flows using

current market rates Short-term borrowings are classified

within Level Fair value is provided for disclosure purposes

only

Long-term Debt The fair value for most long-term debt was

determined by discounting contractual cash flows using

current market rates Junior subordinated debt instruments

were valued using market quotes Long-term debt is classified

within Level Fair value is provided for disclosure purposes

only

Loan Commitments Letters of Credit and Guarantees The fair

value of commitments letters of credit and guarantees

represents
the estimated costs to terminate or otherwise settle

the obligations with third party
Other loan commitments

letters of credit and guarantees are not actively traded and the

Company estimates their fair value based on the related

amount of unamortized deferred commitment fees adjusted

for the probable losses for these arrangements
These

arrangements are classified within Level Fair value is

provided for disclosure purposes only
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Significant Unobservable Inputs of Level Assets and Liabilities

securities will typically result in higher fair values as increased

prepayment rates accelerate the receipt of expected cash flows

and reduce exposure to credit losses Increases in the

probability of default and loss seventies will result in lower

fair values as these increases reduce expected cash flows

Discount margin is the Companys estimate of the current

market spread above the respective benchmark rate Higher

discount margin will result in lower fair values as it reduces

the present value of the expected cash flows

Prepayment rates generally move in the opposite direction

of market interest rates In the current environment an

increase in the probability of default will generally be

accompanied with an increase in loss severity as both are

impacted by underlying collateral values Discount margins

are influenced by market expectations about the securitys

collateral performance and therefore may directionally move

with probability and severity of default however discount

margins are also impacted by broader market forces such as

competing investment yields sector liquidity economic news

and other macroeconomic factors

The following table shows the significant valuation assumption ranges for Level available-for-sale investment securities at

December 31 2012

Residential Prime Non-Agency Mortgage-Backed Securities

Estimated lifetime prepayment rates

Lifetime probability of default rates

Lifetime loss severity rates

Discount margin

Residential Non-Prime Non-Agency Mortgage-Backed Securities

Estimated lifetime prepayment rates

Lifetime probability of default rates

Lifetime loss severity rates

Discount margin

Other Asset-Backed Securities

Estimated lifetime prepayment rates

Lifetime probability of default rates

Lifetime loss severity rates

Discount margin

Minimum Maximum Average

5% 22% 13%

25 70 43

2% 10% 6%

10

15 70 54

6% 6% 6%

40 40 40

18 18 18

Prime securities are those designated as such by the issuer at origination When an issuer designation is unavailable the Company determines at acquisition date the categorization based on

asset pool characteristics such as weighted-average credit score loan-to-value loan type prevalence of low documentation loans and deal performance such as pool delinquencies and

security market spreads

Includes all securities not meeting the conditions to be designated as prime

Mortgage Servicing Rights The significant unobservable inputs

used in the fair value measurement of the Companys MSRs

are expected prepayments and the discount rate used to

calculate the present value of the projected cash flows

Significant increases in either of these inputs in isolation

would result in significantly lower fair value measurement

Significant decreases in either of these inputs in isolation

would result in significantly higher fair value measurement

There is no direct interrelationship between prepayments and

discount rate Prepayment rates generally move in the

opposite direction of market interest rates Discount rates are

generally impacted by changes in market return requirements

The following table shows the significant valuation assumption ranges for MSRs at December 31 2012

Minimum Maximum

28%

14

The following section provides information on the significant

inputs used by the Company to determine the fair value

measurements of Level assets and liabilities recorded at fair

value on the Consolidated Balance Sheet In addition the

following section includes discussion of the sensitivity of the

fair value measurements to changes in the significant inputs

and description of any interrelationships between these

inputs for Level assets and liabilities recorded at fair value

on recurring basis The discussion below excludes

nonrecurring fair value measurements of collateral value used

for impairment measures for loans and other real estate

owned These valuations utilize third party appraisal or

broker price opinions and are classified as Level due to the

significant judgment involved

Available-For-Sale Investment Securities The significant

unobservable inputs used in the fair value measurement of the

Companys modeled Level available-for-sale investment

securities are prepayment rates probability of default and loss

seventies associated with the underlying collateral as well as

the discount margin used to calculate the present value of the

projected cash flows Increases in prepayment rates for Level

Expected prepayment

Discount rate

13%

10

Average

20%

10
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Derivatives The Company has two distinct Level derivative

portfolios the Companys commitments to sell purchase

and originate mortgage loans that meet the requirements of

derivative and ii the Companys asset/liability and customer-

related derivatives that are Level due to unobservable inputs

related to measurement of risk of nonperformance by the

counterparty

The significant unobservable inputs used in the fair value

measurement of the Companys derivative commitments to

sell purchase and originate mortgage loans are the percentage

of commitments that actually become closed loan and the

MSR value that is inherent in the underlying loan value

significant increase in the rate of loans that close would result

in larger derivative asset or liability significant increase in

the inherent MSR value would result in an increase in the

derivative asset or reduction in the derivative liability

Expected loan close rates and the inherent MSR values are

directly impacted by changes in market rates and will

generally move in the same direction as interest rates

The significant unobservable input used in the fair value

measurement of certain of the Companys asset/liability and

customer-related derivatives is the credit valuation adjustment

related to the risk of
counterparty nonperformance

significant increase in the credit valuation adjustment would

result in lower fair value measurement significant

decrease in the credit valuation adjustment would result in

higher fair value measurement The credit valuation

adjustment is impacted by changes in the Companys

assessment of the counterpartys credit position At

December 31 2012 the minimum maximum and
average

credit valuation adjustment as percentage of the derivative

contract fair value prior to adjustment was percent

90 percent and percent respectively

The following table shows the significant valuation assumption ranges for the Companys derivative commitments to sell

purchase and originate mortgage
loans at December 31 2012

Minimum Maximum Average

Expected loan close rate 17% 100% 79%

Inherent MSR value basis points per loan 54 192 109
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The following table summarizes the balances of assets and liabilities measured at fair value on recurring basis

Dollars in Millions

December 31 2012

Available-for-sale securities

U.S Treasury and agencies

Mortgage-backed securities

Residential

Agency

Non-agency

Prime

Non-prime

Commercial

Agency

Asset-backed securities

Collateralized debt obligations/Collateralized loan obligations

Other

Obligations of state and political
subdivisions

Obligations of foreign governments

Corporate debt securities

Perpetual preferred securities

Other investments

Total available-for-sale

Mortgage loans held for sale

Mortgage servicing rights

Derivative assets

Other assets

Total

Derivative liabilities

Short-term borrowings

Total

December 31 2011

Available-for-sale securities

U.S Treasury and agencies

Mortgage-backed securities

Residential

Agency

Non-agency

Prime

Non-prime

Commercial

Agency

Non-agency

Asset-backed securities

Collateralized debt obligations/Collateralized loan obligations

Other

Obligations of state and political subdivisions

Obligations of foreign governments

Corporate debt securities

Perpetual preferred securities

Other investments

Total available-for-sale

Mortgage loans held for sale

Mortgage servicing rights

Derivative assets

Other assets

Total

Derivative liabilities

Short-term borrowings

Total

Level Level Level Netting Total

$491 735 1226

29495 29495

624 624

355 355

193 193

42

15 592

6455

731

218

202

1003 40139

7957

1700 1700

1234 418 1388

480

$3937 418 $51664

55 $1 549 634

401

55 $1549 1035

187

678

94

$772

50

50

42

577

6455

722

218

15

38458

7957

572

386

$47373

2128

351

2479

$562 495 1057

40314 40314

803 803

802 802

140 140

42 42

86 120 206

564 117 681

6539 6539

818 827

318 318

193 202

755 49289 1893 51937

6925 6925

1519 1519

632 1281 294 1619

146 467 613

$901 $57313 $4693 294 $62613

2501 53 $1889 665

75 538 613

75 3039 53 $1889 1278

Prime securities are those designated as such by the issuer at origination When an issuer designation is unavailable the Company determines at acquisition date the categonzation based on

asset poot characteristics such as weighted-average credit score loan-to-value loan type prevalence of low documentation loans and deal performance such as pool delinquencies and

security market spreads

Includes all securities not meeting the conditions to be designated as prime

Represents
the Companys obligation on securities sold shod required to be accounted for at fair value per applicable accounting guidance
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The following table
presents the changes in fair value for all assets and liabilities measured at fair value on recurring basis using

significant unobservable inputs Level for the years ended December 31 2012 and 2011

Net Gains Net Change in

Losses unrealized Gains

Net Gains Included in Losses Relating

Beginning Losses Other End to Assets

of Period Included in Comprehensive Principal of Period Still Held st

Dollars in Millions Balance Net Income Income Loss Purchases Sales Payments Issuances Settlements Balance End of Period

2012

Available-for-sale securities

Mortgage-backed securities

Residential non-agency

Prime 803 10 91 $109 $151 624 65

Non-prime 802 24 228 562 89 355 80

Commercial non-agency 42 38
Asset-backed securities

Collateralized debt obligations

Collateralized loan obligations 120 13 104 21
Other 117 93 19 15

Corporate debt securities

Total available-for-sale 1893 13c 311 906 285 1003 147

Mortgage servicing rights 1519 818d 42 957 1700 818d
Net derivative assets and liabilities 1228 2398 2445 1179 2068

2011

Available-for-sale securities

Mortgage-backed securities

Residential non-agency

Primea $1103 .-$115 $195 803

Non-prime 947 13 126 802

Commercial non-agency 50 42

Asset-backed securities

Collateralized debt obligations

Collateralized loan obligations 135 13 33 120

Other 133 10 24 117

Corporate debt securities

Total available-for-sale 2377 25 132 382 1893

Mortgage servicing rights 1837 972 35 619 1519 972
Net derivative assets and liabilities 851 1550 1166 1228 383

Prime securities are those designated as such by the issuer at origination When an issuer designation is unavailable the Company determines at acquisition date the categorization based on

asset pool charactenstics such as weighted-average credit score loan-to-value loan type prevalence of low documentation loans and deal performance such as pool detnquen c/es and

security market spreads

Includes all securities not meeting the conditions to be designated as prime

Approximately $47 million included in securities gains losses and $34 milton included in interest income

Included in mortgage banking revenue

Approximately $359 milton included in other noninterest income and $2.0 billion included in mortgage banking revenue

Included in changes in unrealized gains and losses on securities available-for-sale

Represents MSRs capitaized during the period

Approximately $109 milton included in other noninterest income and $2.0 billion included in mortgage banking revenue

Approximately $31 million included in securities gains losses and $56 million included in interest income

Approximately $716 million included in other noninterest income and $834 million incuded in mortgage banking revenue

Approximately $262 milton included in other noninterest income and $645 million included in mortgage banking revenue
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The following table presents the changes in fair value for all assets and liabilities measured at fair value on recurring basis using

significant unobservable inputs Level for the year ended December 31 2010

Net Gains Net Change in

Losses Net Total Unrealized Gains

Net Gains Included in Purchases Sales Losses Relating

Beginning Losses Other Principal Payments End of to Assets

of Period Included in Comprehensive Issuances and Period Still Held at

Dollars ir Millions
Balance Net Income Income Loss Settlements Balance End of Period

Available-for-sale securities

Mortgage-backed securities

Residential non-agency

Prime $1429 82 410 $1103 76

Non-prime 968 47 146 120 947 145

Commercial non-agency 13 32 50

Asset-backed securities

Collateralized debt obligations

Collateralized loan

obligations 98 30 135

Other 357 11 237 133 12

Corporate debt securities 10

Other investments 231 10 246

Total available-for-sale 3106 30 252 951 2377 240

Mortgage servicing rights 1749 616 704 1837 616

Net derivative assets and liabilities.. 815 1427 1391 851 318

Prime securities are those designated as such by the issuer at origination When an issuer designation is unavailable the Company determines at acquisition date the categorization based on

asset pooi characteristics such as weighted-average credit score loan-to-value loan type prevalence of low documentation loans and deal performance such as pooi delinquencies and

security market spreads

Includes all securities not meeting the conditions to be designated as prime

Approximately $9 million included in securities gains losses and $61 million included in interest income

Included in mortgage banking revenue

Approximately $632 miltOn included in other noninterest income and $795 million included in mortgage banking revenue

Included in changes in unrealized gains and losses on securities available-for-sale

Approximately $483 miltOn includerl in other noninterest income and $801 million included in mortgage banking revenue

The Company is also required periodically to measure certain other financial assets at fair value on nonrecurring basis

These measurements of fair value usually result from the application of lower-of-cost-or-fair value accounting or write-downs of

individual assets

The following table summarizes the adjusted carrying values and the level of valuation assumptions for assets measured at fair

value on nonrecurring basis as of December 31

2012 2011

Dollars in Millions Level Level Level Total Level Level Level Total

Loans $140 $140 $168 $168

Other assets 194 194 310 310

Represents the carrying value of loans for which adjustments were based on the fair value of the collateral excluding loans fully charged-off

Primarily represents the fair value of foreclosed properties that were measured at fair value based on an appraisal or broker price opinion of the collateral subsequent to their initial acquisition

The following table summarizes losses recognized related to nonrecurring fair value measurements of individual assets or

portfolios for the years ended December 31

Dollars in Millions
2012 2011 2010

Loans
68 $177 $363

Otherassetsb 160 316 309

Represents write-downs of loans which were based on the fair value of the collateral excluding loans fully charged-off

Primanty represents related losses of foreclosed properties that were measured at fair value subsequent to their initial acquisition
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Fair Value Option

The fair value of unfunded commitments standby letters

of credit and other guarantees is approximately equal to their

carrying value The carrying value of unfunded commitments

and standby letters of credit was $415 million and $381

million at December 31 2012 and 2011 respectively The

carrying value of other guarantees was $452 million and $359

million at December 31 2012 and 2011 respectively

Guarantees and Contingent Liabilities

Visa Restructuring and Card Association Litigation The

Companys payment services business issues and acquires

credit and debit card transactions through the Visa U.S.A Inc

card association or its affiliates collectively Visa In 2007

Visa completed restructuring and issued shares of Visa Inc

common stock to its financial institution members in

contemplation of its initial public offering IPO completed

in the first quarter of 2008 the Visa Reorganization As

part of the Visa Reorganization the Company received its

proportionate number of shares of Visa Inc common stock

which were subsequently converted to Class shares of Visa

Inc Class shares Visa U.S.A Inc Visa U.S.A and

MasterCard International collectively the Card

Associations are defendants in antitrust lawsuits challenging

the practices of the Card Associations the Visa Litigation

Visa U.S.A member banks have contingent obligation to

indemnify Visa Inc under the Visa U.S.A bylaws which were

modified at the time of the restructuring in October 2007 for

potential losses arising from the Visa Litigation The

indemnification by the Visa U.S.A member banks has no

specific maximum amount

The following table summarizes the differences between the aggregate fair value carrying amount of MLHFS for which the fair

value option has been elected and the aggregate unpaid principal amount that the Company is contractually obligated to receive

at maturity as of December 31

2012 2011

Dollars in Millions

Fair Value

Carrying

Amount

Carrying Carrying

Aggregate Amount Over Fair Value Aggregate Amount Over

Unpaid Under Unpaid Carrying Unpaid Under Unpaid

Principal Principal Amount Principal Principal

Total loans $7957 $7588 $369 $6925 $6635 $290

Nonaccrual loans 13 10 15

Loans 90 days or more past due

Disclosures about Fair Value of Financial Instruments

The following table summarizes the estimated fair value for such as the value of goodwill long-term relationships with

financial instruments as of December 31 2012 and 2011 and deposit credit card merchant processing and trust customers

includes financial instruments that are not accounted for at other purchased intangibles premises and equipment deferred

fair value In accordance with disclosure guidance related to taxes and other liabilities Additionally in accordance with

fair values of financial instruments the Company did not the disclosure guidance insurance contracts and investments

include assets and liabilities that are not financial instruments accounted for under the equity method are excluded

The estimated fair values of the Companys financial instruments as of December 31 are shown in the table below

2012 2011

Fair Value
Carrying Carrying Fair

Dollars in Millions Amount Level Level Level Total Amount Value

Financial Assets

Cash and due from banks 8252 $8252 8252 13962 13962

Federal funds sold and securities purchased under

resale agreements 437 437 437 64 64

Investment securities held-to-maturity 34389 2984 31845 123 34952 18877 19216

Mortgages held for sale

Other loans held for sale 19 19 19 228 228

Loans 218905 220494 220494 205082 206646

Other financial instruments 7367 1228 6157 7385 6095 6140

Financial Liabilities

Deposits 249183 249594 249594 230885 231184

Short-term borrowings 25901 25917 25917 29855 29835

Long-term debt 25516 26205 26205 31953 32664

Balance excludes mortgages held for sale for which the fair value option under applicable accounting guidance was elected

Excludes the Companys obligation on securities sold short required to be accounted for at fair value per appicable accounting guidance
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Using proceeds from its IPO and through reductions to

the conversion ratio applicable to the Class shares held by

Visa U.S.A member banks Visa Inc has funded an escrow

account for the benefit of member financial institutions to

fund their indemnification obligations associated with the

Visa Litigation The receivable related to the escrow account

is classified in other liabilities as direct offset to the related

Visa Litigation contingent liability On October 19 2012

Visa signed settlement agreement to resolve class action

claims associated with the multi-district interchange litigation

the largest of the remaining Visa Litigation matters The

settlement has not yet been finally approved by the court is

not yet binding and has been challenged by some class

members At December 31 2012 the carrying amount of the

Companys liability related to the Visa Litigation matters net

of its share of the escrow fundings was $65 million and

included the Companys estimate of its share of the temporary

reduction in interchange rates specified in the settlement

agreement The remaining Class shares held by the

Company will be eligible for conversion to Class shares

and thereby become marketable upon settlement of the Visa

Litigation These shares are excluded from the Companys

financial instruments disclosures included in Note 20

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 Companys 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

managements 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 Companys future liquidity requirements In

addition the commitments include consumer credit lines that

are cancelable upon notification to the consumer

Primarily cancelable at the Companys discretion

Lease Commitments Rental expense for operating leases totaled $295 million in 2012 $291 million in 2011 and $277 million in

2010 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 2012

Capitalized Operating

Dollars in Millions
Leases Leases

2013 $10 232

2014 208

2015
173

2016
139

2017
114

Thereafter
25 432

Total minimum lease payments
63 $1298

Less amount representing interest 24

Present value of net minimum lease payments
$39

The contract or notional amounts of unfunded commitments to extend credit at December 31 2012 excluding those

commitments considered derivatives were as follows

Term

Greater

Less Than Than

Dollars
in Millions

One Year One Year Total

Commercial and commercial real estate $23486 $73183 $96669

Corporate and purchasing cards 19737 19737

Residential mortgages
224 232

Retail credit cards 65207 408 65615

Other retail 9947 16628 26575

Covered 59 828 887
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Other Guarantees and Contingent Liabilities

The following table is summary of other guarantees and contingent liabilities of the Company at December 31 2012

Guarantees Guarantees are contingent commitments issued by

the Company to customers or other third parties The

Companys guarantees primarily include parent guarantees

related to subsidiaries third party borrowing arrangements

third party performance guarantees inherent in the Companys

business operations such as indemnified securities lending

programs and merchant charge-back guarantees

indemnification or buy-back provisions related to certain asset

sales and contingent consideration arrangements related to

acquisitions For certain guarantees the Company has

recorded liability related to the potential obligation or has

access to collateral to support the guarantee or through the

exercise of other recourse provisions can offset some or all of

the maximum potential future payments made under these

guarantees

Third Party Borrowing Arrangements The Company provides

guarantees to third parties as part of certain subsidiaries

borrowing arrangements primarily representing guaranteed

operating or capital lease payments or other debt obligations

with maturity dates extending through 2013 The maximum

potential future payments guaranteed by the Company under

these arrangements were approximately $303 million at

December 31 2012

Commitments from Securities Lending The Company

participates in securities lending activities by acting as the

customers agent involving the loan of securities The

Company indemnifies customers for the difference between

the fair value of the securities lent and the fair value of the

collateral received Cash collateralizes these transactions The

maximum potential future payments guaranteed by the

Company under these arrangements were approximately $5.6

billion at December 31 2012 and represented the fair value

of the securities lent to third parties At December 31 2012

the Company held $5.7 billion of cash as collateral for these

arrangements

Maximum

Potential

Collateral Carrying Future

Dollars in Millions Held Amount Payments

Standby letters of credit 83 $18481

Third-party borrowing arrangements 303

Securities lending indemnifications 5748 5634

Asset sales 324 2797

Merchant processing 623 82 77804

Contingent consideration arrangements 12 14

Tender option bond program guarantee 5337 5027

Minimum revenue guarantees 15 17

Other 19 3466

Letters of Credit Standby letters of credit are commitments the include marketable securities receivables inventory

Company issues to guarantee
the performance of customer equipment and real estate Since the conditions requiring the

to third
party The guarantees frequently support public and Company to fund letters of credit may not occur the

private borrowing arrangements including commercial paper Company expects its liquidity requirements to be less than the

issuances bond financings and other similar transactions The total outstanding commitments The maximum potential

Company issues commercial letters of credit on behalf of future payments guaranteed by the Company under standby

customers to ensure payment or collection in connection with letter of credit arrangements at December 31 2012 were

trade transactions In the event of customers approximately $18.5 billion with weighted-average term of

nonperformance the Companys credit loss exposure is the approximately 20 months The estimated fair value of standby

same as in any extension of credit up to the letters letters of credit was approximately $83 million at

contractual amount Management assesses the borrowers December 31 2012

credit to determine the
necessary collateral which may

The contract or notional amount of letters of credit at December 31 2012 were as follows

Term

Greater

Less Than Than

Dollars in
Millions One Year One Year Total

Standby $7958 $10523 $18481

Commercial 273 43 316
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Asset Sales The Company has provided guarantees to certain repurchase would generally be mitigated by any collateral held

third parties in connection with the sale or syndication of

certain assets primarily loan portfolios and tax-advantaged

investments These guarantees are generally in the form of

asset buy-back or make-whole provisions that are triggered

upon credit event or change in the tax-qualifying status of

the related projects as applicable and remain in effect until

the loans are collected or final tax credits are realized

respectively The maximum potential future payments

guaranteed by the Company under these arrangements were

approximately $2.8 billion at December 31 2012 and

represented the proceeds received from the buyer or the

guaranteed portion in these transactions where the buy-back

or make-whole provisions have not yet expired At

December 31 2012 the Company had reserved $84 million

for potential losses related to the sale or syndication of tax-

advantaged investments

The maximum potential future payments do not include

loan sales where the Company provides standard

representation and warranties to the buyer against losses

related to loan underwriting documentation defects that may

have existed at the time of sale that generally are identified

after the occurrence of triggering event such as delinquency

For these types of loan sales the maximum potential future

payments is generally the unpaid principal balance of loans

sold measured at the end of the current reporting period

Actual losses will be significantly less than the maximum

exposure as only fraction of loans sold will have

representation and warranty breach and any losses on

As of December 31 2012 and 2011 the Company had

$131 million and $105 million respectively of unresolved

representation and warranty claims from the GSEs The

Company does not have significant amount of unresolved

claims from investors other than the GSEs

Merchant Processing The Company through its subsidiaries

provides merchant processing services Under the rules of

credit card associations merchant processor retains

contingent liability for credit card transactions processed This

contingent liability arises in the event of billing dispute

between the merchant and cardholder that is ultimately

resolved in the cardholders favor In this situation the

transaction is charged-back to the merchant and the

disputed amount is credited or otherwise refunded to the

cardholder If the Company is unable to collect this amount

against the loans

The Company regularly sells loans to GSEs as part of its

mortgage banking activities The Company provides

customary representation and warranties to the GSEs in

conjunction with these sales These representations and

warranties generally require the Company to repurchase assets

if it is subsequently determined that loan did not meet

specified criteria such as documentation deficiency or

rescission of mortgage insurance If the Company is unable to

cure or refute repurchase request the Company is generally

obligated to repurchase the loan or otherwise reimburse the

counterparty for losses At December 31 2012 the Company

had reserved $240 million for potential losses from

representation and warranty obligations compared with $160

million at December 31 2011 The $80 million increase was

primarily the result of the GSEs increasing the number of

loans selected for repurchase review including expanding the

review period to include earlier years The Companys reserve

reflects managements best estimate of losses for

representation and warranty obligations The Companys

reserving methodology uses current information about

investor repurchase requests and assumptions about defect

rate concur rate repurchase mix and loss severity based

upon the Companys most recent loss trends The Company

also considers qualitative factors that may result in anticipated

losses differing from historical loss trends such as loan

vintage underwriting characteristics and macroeconomic

trends

from the merchant it bears the loss for the amount of the

refund paid to the cardholder

cardholder through its issuing bank generally has

until the latter of up to four months after the date the

transaction is processed or the receipt of the product or

service to present charge-back to the Company as the

merchant processor The absolute maximum potential liability

is estimated to be the total volume of credit card transactions

that meet the associations requirements to be valid charge-

back transactions at any given time Management estimates

that the maximum potential exposure for charge-backs would

approximate the total amount of merchant transactions

processed through the credit card associations for the last four

months For the last four months this amount totaled

approximately $77.8 billion In most cases this contingent

The following table is rollforward of the Companys representation and warranty reserve

Year Ended December31 Dollars in Millions 2012 2011 2010

Balance at beginning of period 160 180 72

Net realized losses 120 137 93
Additions to reserve 200 17 201

Balance at end of period 240 160 $180
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liability is unlikely to arise as most products and services are

delivered when purchased and amounts are refunded when

items are returned to merchants However where the product

or service is not provided until future date future

delivery the potential for this contingent liability increases

To mitigate this risk the Company may require the merchant

to make an escrow deposit place maximum volume

limitations on future delivery transactions processed by the

merchant at any point in time or require various credit

enhancements including letters of credit and bank

guarantees Also merchant processing contracts may include

event triggers to provide the Company more financial and

operational control in the event of financial deterioration of

the merchant

The Companys primary exposure to future delivery is

related to merchant processing for airline companies The

Company currently processes card transactions in the United

States Canada and Europe for these merchants In the event

of liquidation of these merchants the Company could become

financially liable for refunding tickets purchased through the

credit card associations under the charge-back provisions

Charge-back risk related to these merchants is evaluated in

manner similar to credit risk assessments and as such

merchant processing contracts contain various provisions to

protect the Company in the event of default At December 31

2012 the value of airline tickets purchased to be delivered at

future date was $4.5 billion The Company held collateral of

$515 million in escrow deposits letters of credit and

indemnities from financial institutions and liens on various

assets With respect to future delivery risk for other

merchants the Company held $17 million of merchant escrow

deposits as collateral In addition to specific collateral or other

credit enhancements the Company maintains liability for its

implied guarantees associated with future delivery At

December 31 2012 the liability was $70 million primarily

related to these airline processing arrangements

In the normal course of business the Company has

unresolved charge-backs The Company assesses the

likelihood of its potential liability based on the extent and

nature of unresolved charge-backs and its historical loss

experience At December 31 2012 the Company held $91

million of merchant escrow deposits as collateral and had

recorded liability for potential losses of $12 million

Contingent Consideration Arrangements The Company has

contingent payment obligations related to certain business

combination transactions Payments are guaranteed as long as

certain post-acquisition performance-based criteria are met or

customer relationships are maintained At December 31

2012 the maximum potential future payments required to be

made by the Company under these arrangements was

approximately $14 million If required the majority of these

contingent payments are payable within the next 12 months

Tender Option Bond Program Guarantee As discussed in Note

the Company sponsors municipal bond securities tender

option bond program and consolidates the programs entities

on its Consolidated Balance Sheet The Company provides

financial performance guarantees
related to the programs

entities At December 31 2012 the Company guaranteed

$5.0 billion of borrowings of the programs entities included

on the Consolidated Balance Sheet in short-term borrowings

The Company also included on its Consolidated Balance Sheet

the related $5.3 billion of available-for-sale investment

securities serving as collateral for this arrangement

Minimum Revenue Guarantees In the normal course of

business the Company may enter into revenue share

agreements with third party
business partners who generate

customer referrals or provide marketing or other services

related to the generation of revenue In certain of these

agreements the Company may guarantee that minimum

amount of revenue share payments will be made to the third

party over specified period of time At December 31 2012

the maximum potential future payments required to be made

by the Company under these agreements were $17 million and

the Company had recorded related liability of $15 million

Other Guarantees and Commitments The Company has also

made other financial performance guarantees and

commitments related to the operations of its subsidiaries At

December 31 2012 the maximum potential future payments

guaranteed or committed by the Company under these

arrangements were approximately $3.5 billion and the

Company had recorded related liability of $19 million

Checking Account Overdraft Fee Litigation The Company is

defendant in three separate cases primarily challenging the

Companys daily ordering of debit transactions posted to

customer checking accounts for the period from 2003 to

2010 On July 2012 the Company reached settlement in

principle with the lead plaintiffs for these cases subject to

final documentation and court approvals The settlement will

provide for payment by the Company of $55 million which

was previously accrued in exchange for release of claims

asserted against the Company in these matters

Mortgage-Related Actions and Investigations Certain federal

and state governmental authorities have reached settlement

agreement with five major financial institutions regarding

their mortgage origination servicing and foreclosure

activities Those governmental authorities contacted other

financial institutions including the Company to discuss their

potential participation in settlement The Company has not

agreed to any settlement at this point however if settlement

were reached it would likely include an agreement to comply

with specified servicing standards and settlement payments to

governmental authorities as well as monetary commitment
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that could be satisfied under various loan modification

programs in addition to the programs the Company already

has in place The Company has $130 million accrued

liability with respect to these and related matters

During the second quarter of 2011 the Company and its

two primary banking subsidiaries entered into Consent Orders

with U.S federal banking regulators regarding the Companys

residential mortgage servicing and foreclosure processes On

January 2013 U.S federal banking regulators announced

settlement agreement had been reached with the Company

and other financial institutions relating to certain portions of

the Consent Orders In conjunction with the settlement the

Company agreed to pay $80 million which it has accrued to

be distributed to borrowers in manner to be determined by

the regulators The Company also agreed to make certain

concessions to borrowers including potential principal

forgiveness short sale approvals and loan modifications The

U.S Bancorp Parent Company

Condensed Balance Sheet

At December31 Dollars in Millions
_______________________________

impact of these concessions is reflected in the Companys

allowance for loan losses and discounts on acquired loans

The Company is currently subject to other investigations

and examinations by government agencies concerning

mortgage-related practices including those related to Federal

Housing Administration insured residential home loans

Other The Company is subject to various other litigation

investigations and legal and administrative cases and

proceedings that arise in the ordinary course of its businesses

Due to their complex nature it may be years before some

matters are resolved While it is impossible to ascertain the

ultimate resolution or range of financial liability with respect

to these contingent matters the Company believes that the

aggregate amount of such liabilities will not have material

adverse effect on the financial condition results of operations

or cash flows of the Company

2012 2011

Assets

Due from banks principally interest-bearing

Available-for-sale securities

Investments in bank subsidiaries

Investments in nonbank subsidiaries

Advances to bank subsidiaries

Advances to nonbank subsidiaries

Other assets

Total assets

Liabilities and Shareholders Equity

Short-term funds borrowed

Long-term debt

Other liabilities

Shareholders equity

3630 4728

425 1166

38007 33179

1445 1321

6173 6094

1404 1190

1550 1481

$52634 $49159

134 29

12772 14593

730 559

38998 33978

$52634 $49159Total liabilities and shareholders equity

Condensed Statement of Income

Year Ended December31 Dollars in Millions 2012 2011 2010

Income

Dividends from bank subsidiaries 250 $1500

Dividends from nonbank subsidiaries

Interest from subsidiaries 96 101 109

Other income 149 134 105

Total income 499 1742 217

Expense

Interest on short-term funds borrowed

Interest on long-term debt 392 424 366

Other expense 122 79 80

Total expense 515 504 447

Income before income taxes and equity in undistributed income of subsidiaries 16 1238 230

Applicable income taxes 85 83 70

Income of parent company 69 1321 160

Equity in undistributed income of subsidiaries 5578 3551 3477

Net income attributable to U.S Bancorp $5647 $4872 $3317
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Transfer of funds dividends loans or advances from

bank subsidiaries to the Company is restricted Federal law

requires loans to the Company or its affiliates to be secured

and generally limits loans to the Company or an individual

affiliate to 10 percent of each banks unimpaired capital and

surplus In the aggregate loans to the Company and all

affiliates cannot exceed 20 percent of each banks unimpaired

capital and surplus

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 Office of the Comptroller of the Currency is

required if total dividends by national bank in any calendar

year exceed the banks net income for that year combined

with its retained net income for the preceding two calendar

years or if the banks retained earnings are less than zero

105

3550

5412

2163

395

1856

204

1347

2606

1098

4728

$3630

31
2426

851

676

180

514

118

817

951

1994

6722

$4728

Furthermore dividends are restricted by the Comptroller of

the Currencys 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 2012 was

approximately $7.9 billion

Subsequent Events

The Company has evaluated the impact of events that have

occurred subsequent to December 31 2012 through the date

the consolidated financial statements were filed with the

United States Securities and Exchange Commission Based on

this evaluation the Company has determined none of these

events were required to be recognized or disclosed in the

consolidated financial statements and related notes

Condensed Statement of Cash Flows

Year Ended December31 Dollars in Millions
2012 2011 2010

Operating Activities

Net income attributable to U.S Bancorp 5647 4872 3317

Adjustments to reconcile net income to net cash provided by operating activities

Equity in undistributed income of subsidiaries 5578 3551 3477

Other net 35 12 130

Net cash provided by used in operating activities 34 333 30

Investing Activities

Proceeds from sales and maturities of investment securities 979 297 298

Purchases of investment securities 35 36 63

Investments in subsidiaries 1750

Equity distributions from subsidiaries 845 77 58

Net increase decrease in short-term advances to subsidiaries 207 4613 253

Long-term advances to subsidiaries 500 300

Principal collected on long-term advances to subsidiaries 300

Other net 22 33

1474 4278 1677Net cash provided by used in investing activities

Financing Activities

Net increase decrease in short-term borrowings

Proceeds from issuance of long-term debt

Principal payments or redemption of long-term debt

Fees paid on exchange of income trust securities for perpetual preferred stock

Proceeds from issuance of preferred stock

Proceeds from issuance of common stock

Repurchase of common stock

Cash dividends paid on preferred stock

Cash dividends paid on common stock

Net cash provided by used in financing activities

Change in cash and due from banks

Cash and due from banks at beginning of year

Cash and due from banks at end of year

782
4250

5250

119

89
383

2139

3846

10568

6722
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U.S Bancorp
Consolidated Balance Sheet Five Year Summary Unaudited

At December31 Dollars in Millions 2012 2011 2010 2009

Change

2008 2012 2011

Assets

Cash and due from banks 8252 13962 14487 6206 6859 40.9%
Held-to-maturity securities 34389 18877 1469 47 53 82.2

Available-for-sale securities 40139 51937 51509 44721 39468 22.7
Loans held for sale 7976 7156 8371 4772 3210 11.5

Loans 223329 209835 197061 194755 184955 6.4

Less allowance for loan losses 4424 4753 5310 5079 3514 6.9

Net loans 218905 205082 191751 189676 181441 6.7

Otherassets 44194 43108 40199 35754 34881 2.5

Total assets $353855 $340122 $307786 $281176 $265912 4.0

Liabilities and Shareholders Equity

Deposits

Noninterest-bearing

Interest-bearing

Total deposits

Short-term borrowings

Long-term debt

Other liabilities

Total liabilities

Total U.S Bancorp shareholders equity

Noncontrolling interests

Total equity

74172

175011

249183

26302

25516

12587

313588

38998

1269

68579

162306

230885

30468

31953

11845

305151

33978

993

45314

158938

204252

32557

31537

9118

277464

29519

803

Total liabilities and equity

38186

145056

183242

31312

32580

7381

254515

25963

698

26661

37494

121856

159350

33983

38359

7187

238879

26300

733

27033

8.2%

7.8

7.9

13.7

20.1

6.3

2.8

14.8

27.8

15.140267 34971 30322

$353855 $340122 $307786 $281176 $265912 4.0
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U.S Bancorp
Consolidated Statement of Income Five-Year Summary Unaudited

2012 2011 2010 2009

Change

2008 2012 v2011

$10370

200

1820

249

12639

840

531

1145

2516

10123

2343

7780

1073

734

1355

452

1000

659

551

841

986

129

31
1011

$10145

246

1601

166

12158

928

548

1103

2579

9579

4356

5223

1091

710

1253

423

1080

710

555

771

1003

111

78
731

9564

277

1606

91

11538

1202

539

1279

3020

8518

5557

2961

1055

669

1148

410

1168

970

552

615

1035

109

451
672

$10051

227

1984

156

12418

1881

1066

1739

4686

7732

3096

4636

1039

671

1151

366

1314

1081

517

492

270

147

978

741

Year Ended December31 Dollars in Milllons

Interest Income

Loans $10558

Loans held for sale 282

Investment securities 1792

Other interest income 251

Total interest income 12883

Interest Expense

Deposits
691

Short-term borrowings 442

Long-term debt 1005

Total interest expense 2138

Net interest income 10745

Provision for credit losses 1882

Net interest income after provision for credit losses 8863

Noninterest Income

Credit and debit card revenue 892

Corporate payment products revenue 744

Merchant processing services 1395

ATM processing services 346

Trust and investment management fees 1055

Deposit service charges
653

Treasury management fees 541

Commercial products revenue 878

Mortgage banking revenue 1937

Investment products fees and commissions 150

Securities gains losses net 15

Other 743

Total noninterest income 9319

Noninterest Expense

Compensation 4320

Employee benefits 945

Net occupancy and equipment 917

Professional services 530

Marketing and business development 388

Technology and communications 821

Postage printing and supplies 304

Other intangibles
274

Other 1957

Total noninterest expense 10456

Income before income taxes 7726

Applicable income taxes 2236

Net income 5490

Net income loss attributable to noncontrolling interests 157

Net income attributable to U.S Bancorp 5647

Net income applicable to U.S Bancorp common shareholders ... 5383

1.8%

41.0

1.5

.8

1.9

17.7

16.8

12.2

15.0

6.1

19.7

13.9

16.9

1.4

3.0

23.5

5.5

.9

1.8

4.4

96.5

16.3

51.6

26.5

6.4

6.9

11.8

8.2

38.4

5.1

8.3

.3

8.4

2.2

5.5

16.5

21.5

14.7

86.9

15.9

14.0

8760 8360 7952 6811

4041 3779 3135 3039

845 694 574 515

999 919 836 781

383 306 255 240

369 360 378 310

758 744 673 598

303 301 288 294

299 367 387 355

1914 1913 1755 1216

9911 9383 8281 7348

6629 4200 2632 4099

1841 935 395 1087

4788 3265 2237 3012

84 52 32 66

4872 3317 2205 2946

4721 3332 1803 2819
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U.S Bancorp

Quarterly Consolidated Financial Data Unaudited
2012 2011

First Second Third Fourth First Second Third Fourth

Dollars in Millions Except Per Share Data Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

Interest Income

Loans $2638 $2631 $2650 $2639 $2552 $2563 $2621 $2634
Loans held for sale 65 67 76 74 63 34 42 61

Investment securities 468 470 438 416 428 459 470 463

Other interest income 61 60 63 67 57 63 67 62

Total interest income 3232 3228 3227 3196 3100 3119 3200 3220

Interest Expense

Deposits 181 177 172 161 234 210 202 194

Short-term borrowings 123 127 103 89 133 131 143 124

Long-term debt 294 266 226 219 281 290 289 285

Total interest expense 598 570 501 469 648 631 634 603

Net interest income 2634 2658 2726 2727 2452 2488 2566 2617
Provision for credit losses 481 470 488 443 755 572 519 497

Net interest income after provision for

credit losses 2153 2188 2238 2284 1697 1916 2047 2120

Noninterest Income

Credit and debit card revenue 202 235 213 242 267 286 289 231

Corporate payment products revenue 175 190 201 178 175 185 203 171

Merchant processing services 337 359 345 354 301 338 338 378

ATM processing services 87 89 87 83 112 114 115 111

Trust and investment management

fees 252 262 265 276 256 258 241 245

Deposit service charges 153 156 174 170 143 162 183 171

Treasury managementfees 134 142 135 130 137 144 137 133

Commercial products revenue 211 216 225 226 191 218 212 220

Mortgage banking revenue 452 490 519 476 199 239 245 303

Investment products fees and

commissions 35 38 38 39 32 35 31 31

Securities gains losses net 19
Other 201 197 193 152 204 175 186 446

Total noninterest income 2239 2355 2396 2329 2012 2146 2171 2431

Noninterest Expense

Compensation 1052 1076 1109 1083 959 1004 1021 1057

Employee benefits 260 229 225 231 230 210 203 202

Net occupancy and equipment 220 230 233 234 249 249 252 249

Professional services 84 136 144 166 70 82 100 131

Marketing and business development 109 80 96 103 65 90 102 112

Technology and communications 201 201 205 214 185 189 189 195

Postage printing and supplies 74 77 75 78 74 76 76 77

Other intangibles 71 70 67 66 75 75 75 74

Other 489 502 455 511 407 450 458 599

Total noninterest expense 2560 2601 2609 2686 2314 2425 2476 2696

Income before income taxes 1832 1942 2025 1927 1395 1637 1742 1855

Applicable income taxes 527 564 593 552 366 458 490 527

Net income 1305 1378 1432 1375 1029 1179 1252 1328
Net income loss attributable to

noncontrolling interests 33 37 42 45 17 24 21 22

Net income attributable to U.S

Bancorp $1338 $1415 $1474 $1420 $1046 $1203 $1273 $1350

Net income applicable to U.S Bancorp

common shareholders $1285 $1345 $1404 $1349 $1003 $1167 $1237 $1314

Earnings per common share .68 .71 .74 .72 .52 .61 .65 .69

Diluted earnings per common share .67 .71 .74 .72 .52 .60 .64 .69
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U.S Bancorp
Consolidated Daily Average Balance Sheet and Related Yields

and Rates Unaudited
2012

Average

Balances

Yields

Interest and Rates

72501

7847

Average

Balances

1939

282

2011

Yields

Interest and Rates

60830 2168

36505 1638

40290 1827

16653 1693

47938 2488

202216 9814

13158 826

215374 10640

10548 251

63645 1980 3.11%

4873 200 4.10

51616 2071 4.01

35514 1622 4.57

33711 1632 4.84

16084 1538 9.56

48199 2649 5.50

185124 9512 5.14

16303 928 5.69

201427 10440 5.18

13345 250 1.87

12870 4.54

Year Ended December31 Dollars in Millions

Assets

Investment securities

Loans held for sale

Loans

Commercial

Commercial real estate

Residential mortgages

Credit card

Other retail

Total loans excluding covered loans

Covered loans

Total loans

Other earning assets

Total earning assets

Allowance for loan losses

Unrealized gain loss on investment

securities

Other assets

Total assets

Liabilities and Shareholders Equity

Noninterest-bearing deposits

Interest-bearing deposits

Interest checking

Money market savings

Savings accounts

Time certificates of deposit less than

$100000

Time deposits greater than $100000

Total interest-bearing deposits

Short-term borrowings

Long-term debt

Total interest-bearing liabilities

Other liabilities

Shareholders equity

Preferred equity

Common equity

Total U.S Bancorp shareholders

equity

Noncontrolling interests

Total equity

Total liabilities and equity

Net interest income

Gross interest margin

Gross interest margin without taxable-

equivalent increments

Percent of Earning Assets

Interest income

Interest expense

Net interest margin

Net interest margin without taxable-equivalent

increments

283290

5192

227

39939

$318264

53856

42827

45119

26654

15237

29466

306270 13112

4642

1077

40144

$342849

67241

45433 46

46874 62

29596 66

14509 248

32057 269

168469 691

28549 447

28448 1005

225466 2143

11406

4381

33230

37611

1125

38736

$342849

$10969

65

76

112

2.67%

3.60

3.56

4.49

4.53

10.16

5.19

4.85

6.28

4.94

2.38

4.28

.10

.13

.22

1.71

.84

.41

1.57

3.53

.95

3.33%

3.26%

4.28%

.70

3.58%

3.51%

.15

.17

.42

159303 840

30703 537

31684 1145

2522

290 1.91

297 1.01

.53

.75

3.61

1.14221690

9602

2414

29786

32200

916

33116

$318264

$10348

Not meaningful

Interest and rates are presented on fully taxable-equivalent basis utilizing tax rate of 35 percent

Interest income and rates on loans include loan fees Nonaccrual loans are included in average loan balances

3.40%

3.32%

4.54%

.89

3.65%

3.57%
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2010 2009 2008 2012 2011

Change

Average Yields Average Yields Average Yields Average

Balances Interest and Rates Balances Interest and Rates Balances Interest and Rates Balances

47763

5616

47028

34269

27704

16403

47686

42809 1770

5820 277

1763

246

1977

1530

1436

1516

2756

52827

33751

24481

14937

47086

42850 2160 5.04%

3914 227 5.80

2074

1453

1380

1363

2762

54307

31110

23257

11954

43616

2702

1771

1419

1284

2850

173090 9215

19932 985

193022 10200

5641 166

252042 12375

5399

94

39124

$285861

40162

40184 77

39679 132

20903 121

16628 303

27165 295

144559 928

33719 556

30835 1103

2587

173082 9032

12723 578

185805 9610

2853 91

237287 11748

4451

1594
37118

$268360

37856

36866 78

31795 145

13109 71

17879 461

30296 447

129945 1202

29149 551

36520 1279

164244 10026

1308 61

165552 10087

2730 156

215046 12630

2527

2068
33949

$244400

28739

31137 251

26300 330

5929 20

13583 472

30496 808

107445 1881

38237 1144

39250 1739

3.69%

4.37

4.20

4.46

5.18

9.25

5.78

5.32

4.94

5.28

2.94

4.91

.19

.33

.58

1.82

1.08

.64

1.65

3.58

1.24

3.67%

3.59%

4.91%

1.03

3.88%

3.80%

13.9%

61.0

17.9

2.8

19.5

3.5

.5

9.2

19.3

6.9

21.0

8.1

10.6

.5

7.7

24.9%

6.1

3.9

11.0

4.8
8.8

5.8

7.0

10.2

1.7

18.8

81.5

11.6

16.8

22.8

17.0

7.7

4.13%

4.76

3.93

4.30

5.64

9.12

5.87

5.22

4.54

5.17

3.20

4.95

.21

.46

.54

2.58

1.48

.93

1.89

3.50

1.55

3.40%

3.32%

4.95%

1.28

3.67%

3.59%

209113

7787

1742

26307

28049

750

28799

$285861

4.98

5.69

6.10

10.74

6.53

6.10

4.68

6.09

5.71

5.87

.81

1.25

.34

3.47

2.65

1.75

2.99

4.43

2.58

3.29%

3.23%

5.87%

2.21

3.66%

3.60%

4764184932

7405

2246

20324

195614 3032

7869

4445

21862

26307

714

27021

$268360

87169788

22570

754

23324

$244400

7866
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Other Statistics Dollars and Shares in Millions

Common shares outstanding 1869 1910 1921 1913 1755

Average common shares outstanding and common stock

equivalents

Earnings per common share 1887 1914 1912 1851 1742

Diluted earnings per common share 1896 1923 1921 1859 1756

Numberofshareholdersb 49430 52677 55371 58610 61611

Common dividends declared 1474 961 385 375 2971

Defined as total common shares less common stock held in treasury at December31

Based on number of common stock shareholders of record at December 31

Stock Price Range and Dividends

2012 2011

Sales Price Sales Price

Closing Dividends Closing Dividends

High Low Price Declared High Low Price Declared

First quarter $32.23 $27.21 $31.68 $195 $28.94 $25.65 $26.43 $125

Second quarter 32.98 28.58 32.16 .195 27.05 23.66 25.51 .125

Third quarter 35.15 31.76 34.30 .195 27.17 20.10 23.54 .125

Fourth quarter 35.46 30.96 31.94 .195 27.58 21.84 27.05 .125

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

2013 there were 49345 holders of record of the Companys common stock

Stock Performance Chart

The following chart compares the

cumulative total shareholder return on the

Companys common stock during the five

years ended December 31 2012 with the

cumulative total return on the Standard

Poors 500 Index and the KBW Bank

Index The comparison assumes $100 was

invested on December 31 2007 in the

Companys common stock and in each of

the foregoing indices and assumes the

reinvestment of all dividends The

comparisons in the graph are based upon

historical data and are not indicative of

nor intended to forecast future

performance of the Companys common ____________________________

stock

USB At January 31

U.S Bancorp

Supplemental Financial Data Unaudited
Earnings Per Common Share Summary 2012 2011 2010 2009 2008

Earnings per common share 2.85 2.47 1.74 .97 1.62

Diluted earnings per common share 2.84 2.46 1.73 .97 1.61

Dividends declared per common share .78 .50 .20 .20 1.70

Ratios

Return on average assets 1.65% 1.53% 1.16% .82% 1.21%

Return on average common equity 16.2 15.8 12.7 8.2 13.9

Average total U.S Bancorp shareholders equity to average assets 11.0 10.1 9.8 9.8 9.2

Dividends per common share to net income per common share 27.4 20.2 11.5 20.6 104.9

Total Return

-4 USB SP 500 -N KBW Bank Index
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Company Information

General Business Description U.S Bancorp is multi-state

financial services holding company headquartered in

Minneapolis Minnesota U.S Bancorp was incorporated in

Delaware in 1929 and operates as financial holding

company and bank holding company under the Bank

Holding Company Act of 1956 The Company provides full

range
of financial services including lending and depository

services cash management capital markets and trust and

investment management services It also engages
in credit card

services merchant and ATM processing mortgage banking

insurance brokerage and leasing

U.S Bancorps banking subsidiaries are engaged in the

general banking business principally in domestic markets

The subsidiaries range in size from $51 million to $254 billion

in deposits and provide wide range
of products and services

to individuals businesses institutional organizations

governmental entities and other financial institutions

Commercial and consumer lending services are principally

offered to customers within the Companys domestic markets

to domestic customers with foreign operations and to large

national customers focusing on specific targeted industries

Lending services include traditional credit products as well as

credit card services leasing financing and import/export trade

asset-backed lending agricultural finance and other products

Depository services include checking accounts savings

accounts and time certificate contracts Ancillary services such

as capital markets treasury management and receivable lock-

box collection are provided to corporate customers U.S

Bancorps bank and trust subsidiaries provide full range of

asset management and fiduciary services for individuals

estates foundations business corporations and charitable

organizations

U.S Bancorps non-banking subsidiaries primarily offer

investment and insurance products to the Companys

customers principally within its markets and fund processing

services to broad range of mutual and other funds

Banking and investment services are provided through

network of 3084 banking offices principally operating in the

Midwest and West regions of the United States The Company

operates
network of 5065 ATMs and provides 24-hour

seven day week telephone customer service Mortgage

banking services are provided through banking offices and

loan production offices throughout the Companys markets

Lending products may be originated through banking offices

indirect correspondents brokers or other lending sources The

Company is also one of the largest providers of Visa

corporate and purchasing card services and corporate trust

services in the United States wholly-owned subsidiary

Elavon Inc Elavon provides merchant processing

services directly to merchants and through network of

banking affiliations Affiliates of Elavon provide similar

merchant services in Canada Mexico Brazil and segments
of

Europe The Company also provides trust services in Europe

These foreign operations are not significant to the Company

On full-time equivalent basis as of December 31 2012

U.S Bancorp employed 64486 people

Risk Factors An investment in the Company involves risk

including the possibility that the value of the investment could

fall substantially and that dividends or other distributions on

the investment could be reduced or eliminated Below are risk

factors that could adversely affect the Companys financial

results and condition and the value of and return on an

investment in the Company There may be other factors not

discussed below or elsewhere that could adversely affect the

Companys financial results and condition

Industry Risk Factors

Difficult business and economic conditions may continue to

adversely affect the financial services industry The Companys

business activities and earnings are affected by general

business conditions in the United States and abroad including

factors such as the level and volatility of short-term and long-

term interest rates inflation home prices unemployment and

under-employment levels bankruptcies household income

consumer spending fluctuations in both debt and equity

capital markets liquidity of the global financial markets the

availability and cost of capital and credit investor sentiment

and confidence in the financial markets and the strength of

the domestic and global economies in which the Company

operates The deterioration of any of these conditions can

adversely affect the Companys consumer and commercial

businesses and securities portfolios its level of charge-offs and

provision for credit losses its capital levels and liquidity and

its results of operations

Although the domestic economy continued its modest

recovery in 2012 elevated unemployment under-employment

and household debt along with continued stress in the

consumer real estate market and certain commercial real

estate markets pose challenges to domestic economic

performance and the financial services industry The sustained

high unemployment rate and the lengthy duration of

unemployment have directly impaired consumer finances and

pose
risks to the financial services industry The housing

market remains weak and elevated levels of distressed and

delinquent mortgages pose
further risks to the housing

market The declines in the housing and commercial real

estate markets with falling real estate prices increasing

foreclosures and high unemployment continue to negatively

impact the credit performance of real estate related loans and
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have resulted in and may continue to result in significant

write-downs of asset values by the Company and other

financial institutions Additionally certain European countries

have experienced credit deterioration primarily due to

excessive debt levels poor economic conditions and fiscal

disorder Deterioration in economic conditions in Europe

could slow the recovery of the domestic economy or

negatively impact the Companys borrowers or other

counterparties that have direct or indirect exposure to Europe

Additional negative market developments may further erode

consumer confidence levels and may cause adverse changes in

payment patterns causing increases in delinquencies and

default rates Such developments could increase the

Companys charge-offs and provision for credit losses

Continuing economic deterioration that affects household or

corporate incomes could also result in reduced demand for

credit or fee-based products and services worsening of

these conditions would likely exacerbate the lingering effects

of the difficult market conditions experienced by the

Company and others in the financial services industry

Proposed rulemaking may adversely affect the Company The

Companys regulators have recently proposed rules under the

Dodd-Frank Wall Street Reform and Consumer Protection

Act the Dodd-Frank Act that impact the Company and

the Company expects to continue to face increased regulation

These regulations may affect the manner in which the

Company does business and the products and services that it

provides affect or restrict the Companys ability to compete

in its current businesses or its ability to enter into or acquire

new businesses reduce or limit the Companys revenue or

impose additional fees assessments or taxes on the Company

intensify the regulatory supervision of the Company and the

financial services industry and adversely affect the Companys

business operations or have other negative consequences

The Dodd-Frank Act was signed into law in 2010 and

mandated the most wide-ranging overhaul of financial

industry regulation in decades This legislation among other

things established Consumer Financial Protection Bureau

the CFPB with broad authority to administer and enforce

new federal regulatory framework of consumer financial

regulation Since its establishment in 2012 the CFPB has

become active in its oversight of business practices relating to

various consumer financial products resulting in fines and

penalties against certain of the Companys competitors The

Dodd-Frank Act also enhanced the regulation of consumer

mortgage banking and gave authority to the new CFPB to

implement mortgage regulations Proposed and anticipated

mortgage rules could dramatically alter how the industry

makes
mortgage loans as changes are being made throughout

the life cycle of loan from application to origination to

servicing In addition many of the other provisions of the

Dodd-Frank Act have extended implementation periods and

delayed effective dates and still require extensive rulemaking

guidance and interpretation by various regulatory agencies

Accordingly in many respects the ultimate impact of the

legislation and its effects on the United States financial system

and the Company still remain uncertain Nevertheless the

Company expects that the Dodd-Frank Act including current

and future rules implementing its provisions and the

interpretations of those rules will have detrimental impact

on revenues and
expenses require the Company to change

certain of its business practices intensify the regulatory

supervision of the Company and the financial services

industry increase the Companys capital requirements and

impose additional assessments and costs on the Company and

otherwise adversely affect the Companys business

Other changes in the laws regulations and policies governing

financial services companies could alter the Companys

business environment and adversely affect operations The

Board of Governors of the Federal Reserve System regulates

the supply of money and credit in the United States Its fiscal

and monetary policies determine in large part the

Companys cost of funds for lending and investing and the

return that can be earned on those loans and investments

both of which affect the Companys net interest margin

Federal Reserve Board policies can also materially affect the

value of financial instruments that the Company holds such

as debt securities certain mortgage loans held for sale and

mortgage servicing rights MSRs Its policies also can

affect the Companys borrowers potentially increasing the

risk that they may fail to repay their loans or satisfy their

obligations to the Company Changes in policies of the

Federal Reserve Board are beyond the Companys control and

the impact of changes in those policies on the Companys

activities and results of operations can be difficult to predict

The Company and its bank subsidiaries are heavily

regulated at the federal and state levels This regulation is to

protect depositors federal deposit insurance funds and the

banking system as whole Congress and state legislatures

and federal and state agencies continually review banking

laws regulations and policies for possible changes Changes in

statutes regulations or policies could affect the Company in

substantial and unpredictable ways including limiting the

types of financial services and products that the Company

offers andlor increasing the ability of non-banks to offer

competing financial services and products The Company

cannot predict whether any of this potential legislation will be

enacted and if enacted the effect that it or any regulations

would have on the Companys financial condition or results of

operations
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Further downgrades in the U.S governments sovereign credit

rating could result in risks to the Company and general

economic conditions that the Company is not able to predict

Recently certain ratings agencies downgraded their sovereign

credit rating or negatively revised their outlook of the U.S

government and have indicated that they will continue to

assess fiscal projections as well as the medium-term economic

outlook for the United States Because of these developments

there continues to be the perceived risk of sovereign credit

ratings downgrade of the U.S government including the

ratings of U.S Treasury securities If such downgrade were

to occur the ratings and perceived creditworthiness of

instruments issued insured or guaranteed by institutions

agencies or instrumentalities directly linked to the U.S

government
could also be correspondingly affected

downgrade might adversely affect the market value of such

instruments Instruments of this nature are often held by

financial institutions including the Company for investment

liquidity planning and collateral
purposes downgrade of

the sovereign credit ratings of the U.S government and

perceived creditworthiness of U.S government-related

obligations could impact the Companys liquidity

The Companys lending businesses and the value of the loans

and debt securities it holds may be adversely affected by

economic conditions including reversal or slowing of the

current moderate recovery Downward valuation of debt

securities could also negatively impact the Companys capital

position Given the high percentage of the Companys assets

represented directly or indirectly by loans and the importance

of lending to its overall business weak economic conditions

are likely to have negative impact on the Companys

business and results of operations This could adversely

impact loan utilization rates as well as delinquencies defaults

and customer ability to meet obligations under the loans This

is particularly the case during the period in which the

aftermath of recessionary conditions continues and the

positive effects of economic recovery appear to be slow to

materialize and unevenly spread among the Companys

customers

Further weak economic conditions would likely have

negative impact on the Companys business its ability to serve

its customers and its results of operations Such conditions

are likely to lead to increases in the number of borrowers who

become delinquent or default or otherwise demonstrate

decreased ability to meet their obligations under their loans

This would result in higher levels of nonperforming loans net

charge-offs provision for credit losses and valuation

adjustments on loans held for sale The value to the Company

of other assets such as investment securities most of which

are debt securities or other financial instruments supported by

loans similarly would be negatively impacted by widespread

decreases in credit quality resulting from weakening of the

economy

The Company is subject to liquidity risk The Companys

liquidity is essential for the operation of its business Market

conditions or other events could negatively affect the

Companys level or cost of funding Although the Company

has implemented strategies to maintain sufficient and diverse

sources of funding to accommodate planned as well as

unanticipated changes in assets and liabilities under both

normal and adverse conditions any substantial unexpected or

prolonged changes in the level or cost of liquidity could

adversely affect the Companys business

The Companys credit ratings affect its liquidity The

Companys credit ratings are important to its liquidity

reduction in the Companys credit ratings could adversely

affect its liquidity and competitive position increase its

funding costs or limit its access to the capital markets The

Companys credit ratings are subject to ongoing review by the

rating agencies which consider number of factors including

the Companys own financial strength performance

prospects and operations as well as factors not within the

control of the Company including conditions affecting the

financial services industry generally There can be no

assurance that the Company will maintain its current ratings

Loss of customer deposits could increase the Companys

funding costs The Company relies on bank deposits to be

low cost and stable source of funding The Company

competes with banks and other financial services companies

for deposits If the Companys competitors raise the rates they

pay on deposits the Companys funding costs may increase

either because the Company raises its rates to avoid losing

deposits or because the Company loses deposits and must rely

on more expensive sources of funding Higher funding costs

reduce the Companys net interest margin and net interest

income In addition the Companys bank customers could

take their money out of the bank and put it in alternative

investments Checking and savings account balances and other

forms of customer deposits may decrease when customers
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perceive alternative investments such as the stock market as

providing better risk/return tradeoff When customers move

money out of bank deposits and into other investments the

Company may lose relatively low cost source of funds

increasing the Companys funding costs and reducing the

Companys net interest income

The soundness of other financial institutions could adversely

affect the Company The Companys ability to engage in

routine funding or settlement transactions could be adversely

affected by the actions and commercial soundness of other

domestic or foreign financial institutions Financial services

institutions are interrelated as result of trading clearing

counterparty or other relationships The Company has

exposure to many different counterparties and the Company

routinely executes and settles transactions with counterparties

in the financial industry including brokers and dealers

commercial banks investment banks mutual and hedge

funds and other institutional clients As result defaults by

or even rumors or questions about one or more financial

services institutions or the financial services industry

generally could lead to losses or defaults by the Company or

by other institutions and impact the Companys

predominately United States-based businesses or the less

significant merchant processing and trust businesses it

operates in foreign countries Many of these transactions

expose the Company to credit risk in the event of default of

the Companys counterparty or client In addition the

Companys credit risk may be further increased when the

collateral held by the Company cannot be realized upon or is

liquidated at prices not sufficient to recover the full amount of

the financial instrument exposure
due the Company There is

no assurance that any such losses would not materially and

adversely affect the Companys results of operations

The financial services industry is highly competitive and

competitive pressures could Intensify and adversely affect the

Companys financial results The Company operates in highly

competitive industry that could become even more

competitive as result of legislative regulatory and

technological changes as well as continued industry

consolidation which may increase in connection with current

economic and market conditions This consolidation may

produce larger better-capitalized and more geographically

diverse companies that are capable of offering wider array

of financial products and services at more competitive prices

The Company competes with other commercial banks savings

and loan associations mutual savings banks finance

companies mortgage banking companies credit unions

investment companies credit card companies and variety of

other financial services and advisory companies In addition

technology has lowered barriers to entry and made it possible

for non-banks to offer products and services traditionally

provided by banks and for financial institutions to compete

with technology companies in providing electronic and

internet-based financial services Many of the Companys

competitors have fewer regulatory constraints and some have

lower cost structures Also the potential need to adapt to

industry changes in information technology systems on which

the Company and financial services industry are highly

dependent could present operational issues and require

capital spending

The Company continually encounters technological change The

financial services industry is continually undergoing rapid

technological change with frequent introductions of new

technology-driven products and services The effective use of

technology increases efficiency and enables financial

institutions to better serve customers and to reduce costs The

Companys future success depends in part upon its ability to

address customer needs by using technology to provide

products and services that will satisfy customer demands as

well as to create additional efficiencies in the Companys

operations The Company may not be able to effectively

implement new technology-driven products and services or be

successful in marketing these products and services to its

customers Failure to successfully keep pace with

technological change affecting the financial services industry

could negatively affect the Companys revenue and profit

Improvements in economic indicators disproportionately

affecting the financial services industry may lag improvements

in the general economy Should the stabilization of the United

States economy continue the improvement of certain

economic indicators such as unemployment and real estate

asset values and rents may nevertheless continue to lag

behind the overall economy These economic indicators

typically affect certain industries such as real estate and

financial services more significantly Furthermore financial

services companies with substantial lending business like

the Companys are dependent upon the ability of their

borrowers to make debt service payments on loans Should

unemployment or real estate asset values fail to recover for an

extended period of time the Company could be adversely

affected

Changes In consumer use of banks and changes in consumer

spending and saving habits could adversely affect the

Companys financial results Technology and other changes

now allow many consumers to complete financial transactions

without using banks For example consumers can pay bills

and transfer funds directly without going through bank

This
process

of eliminating banks as intermediaries known as

disintermediation could result in the loss of fee income as

well as the loss of customer deposits and income generated

from those deposits In addition changes in consumer

spending and saving habits could adversely affect the

Companys operations and the Company may be unable to
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timely develop competitive new products and services in

response to these changes that are accepted by new and

existing customers

Changes in interest rates could reduce the Companys net

interest income The operations of financial institutions such as

the Company are dependent to large degree on net interest

income which is the difference between interest income from

loans and investments and interest expense on deposits and

borrowings An institutions net interest income is

significantly affected by market rates of interest which in turn

are affected by prevailing economic conditions by the fiscal

and monetary policies of the federal government and by the

policies of various regulatory agencies Like all financial

institutions the Companys balance sheet is affected by

fluctuations in interest rates Volatility in interest rates can

also result in the flow of funds away from financial

institutions into direct investments Direct investments such

as United States government
and corporate securities and

other investment vehicles including mutual funds generally

pay higher rates of return than financial institutions because

of the absence of federal insurance premiums and reserve

requirements

Company Risk Factors

The Companys allowance for loan losses may not cover actual

losses When the Company loans money or commits to loan

money it incurs credit risk or the risk of losses if its

borrowers do not repay their loans Like all financial

institutions the Company reserves for credit losses by

establishing an allowance through charge to earnings to

provide for loan defaults and non-performance The amount

of the Companys allowance for loan losses is based on its

historical loss experience as well as an evaluation of the risks

associated with its loan portfolio including the size and

composition of the loan portfolio current economic

conditions and geographic concentrations within the

portfolio The stress on the United States economy and the

local economies in which the Company does business may be

greater or last longer than expected resulting in among other

things greater than expected deterioration in credit quality of

the loan portfolio or in the value of collateral securing those

loans In addition the process the Company uses to estimate

losses inherent in its credit exposure requires difficult

subjective and complex judgments including forecasts of

economic conditions and how these economic predictions

might impair the ability of its borrowers to repay their loans

which may no longer be capable of accurate estimation which

may in turn impact the reliability of the process As with any

such assessments there is also the possibility that the

Company will fail to identify the proper factors or to

accurately estimate the impacts of the factors that the

Company does identify The Company also makes loans to

borrowers where it does not have or service the loan with the

first lien on the property securing its loan For loans in

junior lien position the Company may not have access to

information on the position or performance of the first lien

when it is held and serviced by third party and this may

adversely affect the accuracy of the loss estimates for loans of

these types Increases in the Companys allowance for loan

losses may not be adequate to cover actual loan losses and

future provisions for loan losses could materially and

adversely affect its financial results

The Company may suffer increased losses in its loan portfolio

despite its underwriting practices The Company seeks to

mitigate the risks inherent in its loan portfolio by adhering to

specific underwriting practices These practices generally

include analysis of borrowers credit history financial

statements tax returns and cash flow projections valuation of

collateral based on reports of independent appraisers and

verification of liquid assets Although the Company believes

that its underwriting criteria are and historically have been

appropriate for the various kinds of loans it makes the

Company has already incurred high levels of losses on loans

that have met these criteria and may continue to experience

higher than expected losses depending on economic factors

and consumer behavior In addition the Companys ability to

assess the creditworthiness of its customers may be impaired if

the models and approaches it uses to select manage and

underwrite its customers become less predictive of future

behaviors Finally the Company may have higher credit risk

or experience higher credit losses to the extent its loans are

concentrated by loan type industry segment borrower type

or location of the borrower or collateral For example the

Companys credit risk and credit losses can increase if

borrowers who engage in similar activities are uniquely or

disproportionately affected by economic or market conditions

or by regulation such as regulation related to climate change

Continued deterioration in economic conditions or real estate

values in states or regions where the Company has relatively

larger concentrations of residential or commercial real estate

could result in significantly higher credit costs For example

at December 31 2012 21.8 percent of the Companys

commercial real estate loans and 13.7 percent of its residential

mortgages were secured by collateral in California Continued

deterioration in real estate values and underlying economic

conditions in California could result in significantly higher

credit losses to the Company

The Company faces increased risk arising out of its mortgage

lending and servicing businesses During 2011 the Company

and its two primary banking subsidiaries entered into consent

orders with various regulatory authorities as result of an

interagency horizontal review of the foreclosure practices of

the 14 largest mortgage servicers in the United States The

consent orders mandated certain changes to the Companys
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mortgage servicing and foreclosure
processes In addition to

the interagency examination by U.S federal banking

regulators the Company has received inquiries from other

governmental legislative and regulatory authorities on this

topic has cooperated and continues to cooperate with these

inquiries These inquiries may lead to other administrative

civil or criminal proceedings possibly resulting in remedies

including fines penalties restitution or alterations in the

Companys business practices Additionally reputational

damage arising from the consent orders or from other

inquiries and industry-wide publicity could also have an

adverse effect upon the Companys existing mortgage
business

and could reduce future business opportunities

In addition to governmental or regulatory investigations

the Company like other companies with residential mortgage

origination and servicing operations faces the risk of class

actions and other litigation arising out of these operations

The Company has reserved for these matters but the ultimate

resolution could exceed those reserves

Changes in interest rates can reduce the value of the

Companys mortgage servicing rights and mortgages held for

sale and can make its mortgage banking revenue volatile from

quarter to quarter which can reduce its earnings The

Company has portfolio of MSRs which is the right to

service
mortgage loancollect principal interest and escrow

amountsfor fee The Company initially carries its MSRs

using fair value measurement of the present value of the

estimated future net servicing income which includes

assumptions about the likelihood of prepayment by

borrowers Changes in interest rates can affect prepayment

assumptions and thus fair value As interest rates fall

prepayments tend to increase as borrowers refinance and the

fair value of MSRs can decrease which in turn reduces the

Companys earnings

An increase in interest rates tends to lead to decrease in

demand for mortgage loans reducing the Companys income

from loan originations Although revenue from the

Companys MSRs may increase at the same time through

increases in fair value this offsetting revenue effect or

natural hedge is not perfectly correlated in amount or

timing The Company typically uses derivatives and other

instruments to hedge its mortgage banking interest rate risk

but this hedging activity may not always be successful The

Company could incur significant losses from its hedging

activities and there may be periods where it elects not to

hedge its mortgage banking interest rate risk As result of

these factors mortgage banking revenue can experience

significant volatility

Maintaining or increasing the Companys market share may

depend on lowering prices and market acceptance of new

products and services The Companys success depends in

part on its ability to adapt its products and services to

evolving industry standards There is increasing pressure to

provide products and services at lower prices Lower prices

can reduce the Companys net interest margin and revenues

from its fee-based products and services In addition the

widespread adoption of new technologies including internet

services could require the Company to make substantial

expenditures to modify or adapt the Companys existing

products and services Also these and other capital

investments in the Companys businesses may not produce

expected growth in earnings anticipated at the time of the

expenditure The Company might not he successful in

introducing new products and services achieving market

acceptance of its products and services or developing and

maintaining loyal customers

The Company relies on its employees systems and certain

counterparties and certain failures could materially adversely

affect its operations The Company operates in many different

businesses in diverse markets and relies on the ability of its

employees and systems to process high number of

transactions Operational risk is the risk of loss resulting from

the Companys operations including but not limited to the

risk of fraud by employees or persons outside of the

Company unauthorized access to its computer systems the

execution of unauthorized transactions by employees errors

relating to transaction processing and technology breaches of

the internal control system and compliance requirements and

business continuation and disaster recovery This risk of loss

also includes the potential legal actions that could arise as

result of an operational deficiency or as result of

noncompliance with applicable regulatory standards adverse

business decisions or their implementation and customer

attrition due to potential negative publicity Third parties with

which the Company does business could also be sources of

operational risk to the Company including risks relating to

breakdowns or failures of those parties systems or employees

In the event of breakdown in the internal control system

improper operation of systems or improper employee actions

the Company could suffer financial loss face regulatory

action and suffer damage to its reputation

If personal confidential or proprietary information of

customers or clients in the Companys possession were to be

mishandled or misused the Company could suffer significant

regulatory consequences reputational damage and financial

loss This mishandling or misuse could include for example

situations in which the information is erroneously provided to

parties who are not permitted to have the information either

by fault of the Companys systems employees or

counterparties or where the information is intercepted or

otherwise inappropriately taken by third parties
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breach in the security of the Companys systems could

disrupt its businesses result in the disclosure of confidential

information damage its reputation and create significant

financial and legal exposure Although the Company devotes

significant resources to maintain and regularly upgrade its

systems and processes that are designed to protect the security

of the Companys computer systems software networks and

other technology assets and the confidentiality integrity and

availability of information belonging to the Company and its

customers there is no assurance that the Companys security

measures will provide absolute security In fact many other

financial services institutions and companies engaged in data

processing have reported breaches in the security of their

websites or other
systems some of which have involved

sophisticated and targeted attacks intended to obtain

unauthorized access to confidential information destroy data

disable or degrade service or sabotage systems often through

the introduction of computer viruses or malware cyberattacks

and other means The Company and several other financial

institutions in the United States have recently experienced

attacks from technically sophisticated and well-resourced

third parties that were intended to disrupt normal business

activities by making internet banking systems inaccessible to

customers for extended periods These denial-of-service

attacks have not breached the Companys data security

systems but require substantial resources to defend and may

affect customer satisfaction and behavior

Despite the Companys efforts to ensure the integrity of its

systems it is possible that the Company may not be able to

anticipate or to implement effective preventive measures

against all security breaches of these types especially because

the techniques used change frequently or are not recognized

until launched and because security attacks can originate from

wide variety of sources including persons who are involved

with organized crime or associated with external service

providers or who may be linked to terrorist organizations or

hostile foreign governments Those parties may also attempt to

fraudulently induce employees customers or other users of the

Companys systems to disclose sensitive information in order

to gain access to the Companys data or that of its customers

or clients These risks may increase in the future as the

Company continues to increase its mobile payments and other

internet-based product offerings and expands its internal usage

of web-based products and applications

If the Companys security systems were penetrated or

circumvented it could cause serious negative consequences for

the Company including significant disruption of the

Companys operations misappropriation of confidential

information of the Company or that of its customers or

damage to computers or systems of the Company and those of

its customers and counterparties and could result in

violations of applicable privacy and other laws financial loss

to the Company or to its customers loss of confidence in the

Companys security measures customer dissatisfaction

significant litigation exposure and harm to the Companys

reputation all of which could have material adverse effect

on the Company

The change in residual value of leased assets may have an

adverse impact on the Companys financial results The

Company engages in leasing activities and is subject to the risk

that the residual value of the property under lease will be less

than the Companys recorded asset value Adverse changes in

the residual value of leased assets can have negative impact

on the Companys financial results The risk of changes in the

realized value of the leased assets compared to recorded

residual values depends on many factors outside of the

Companys control including supply and demand for the

assets condition of the assets at the end of the lease term and

other economic factors

Negative publicity could damage the Companys reputation and

adversely impact its business and financial results Reputation

risk or the risk to the Companys business earnings and

capital from negative publicity is inherent in the Companys

business and increased substantially because of the financial

crisis beginning in 2008 The reputation of the financial

services industry in general has been damaged as result of

the financial crisis and other matters affecting the financial

services industry including mortgage foreclosure issues

Negative public opinion about the financial services industry

generally or the Company specifically could adversely affect

the Companys ability to keep and attract customers and

expose the Company to litigation and regulatory action

Negative publicity can result from the Companys actual or

alleged conduct in any number of activities including lending

practices mortgage servicing and foreclosure practices

corporate governance regulatory compliance mergers and

acquisitions and related disclosure sharing or inadequate

protection of customer information and actions taken by

government regulators and community organizations in

response to that conduct Because most of the Companys

businesses operate under the U.S Bank brand actual or

alleged conduct by one business can result in negative

publicity about other businesses the Company operates

Although the Company takes steps to minimize reputation

risk in dealing with customers and other constituencies the

Company as large diversified financial services company

with high industry profile is inherently exposed to this risk

The Companys reported financial results depend on

managements selection of accounting methods and certain

assumptions and estimates The Companys accounting

policies and methods are fundamental to how the Company

records and reports its financial condition and results of

operations The Companys management must exercise
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judgment in selecting and applying many of these accounting

policies and methods so they comply with generally accepted

accounting principles and reflect managements judgment

regarding the most appropriate manner to report the

Companys financial condition and results In some cases

management must select the accounting policy or method to

apply from two or more alternatives any of which might he

reasonable under the circumstances yet might result in the

Companys reporting materially different results than would

have been reported under different alternative

Certain accounting policies are critical to presenting the

Companys financial condition and results They require

management to make difficult subjective or complex

judgments about matters that are uncertain Materially

different amounts could be reported under different

conditions or using different assumptions or estimates These

critical accounting policies include the allowance for credit

losses estimations of fair value the valuation of purchased

loans and related indemnification assets the valuation of

MSRs the valuation of goodwill and other intangible assets

and income taxes Because of the uncertainty of estimates

involved in these matters the Company may be required to do

one or more of the following significantly increase the

allowance for credit losses and/or sustain credit losses that are

significantly higher than the reserve provided recognize

significant impairment on its goodwill and other intangible

asset balances or significantly increase its accrued taxes

liability For more information refer to Critical Accounting

Policies in this Annual Report

Changes in accounting standards could materially impact the

Companys financial statements From time to time the

Financial Accounting Standards Board and the United States

Securities and Exchange Commission change the financial

accounting and reporting standards that govern the

preparation of the Companys financial statements These

changes can be hard to predict and can materially impact how

the Company records and reports its financial condition and

results of operations In some cases the Company could be

required to apply new or revised standard retroactively

resulting in the Companys restating prior period financial

statements

Acquisitions may not produce revenue enhancements or cost

savings at levels or within timeframes originally anticipated

and may result in unforeseen integration difficulties and

dilution to existing shareholders The Company regularly

explores opportunities to acquire financial services businesses

or assets and may also consider opportunities to acquire other

banks or financial institutions The Company cannot predict

the number size or timing of acquisitions

There can be no assurance that the Companys

acquisitions will have the anticipated positive results

including results related to expected revenue increases cost

savings increases in geographic or product presence
and/or

other projected benefits from the acquisition Integration

efforts could divert managements attention and resources

which could adversely affect the Companys operations or

results The integration could result in higher than expected

customer loss deposit attrition run-off loss of key

employees disruption of the Companys business or the

business of the acquired company or otherwise adversely

affect the Companys ability to maintain relationships with

customers and employees or achieve the anticipated benefits

of the acquisition Also the negative effect of any divestitures

required by regulatory authorities in acquisitions or business

combinations may be greater than expected

The Company must generally receive federal regulatory

approval before it can acquire bank or bank holding

company The Company cannot be certain when or if or on

what terms and conditions any required regulatory approvals

will be granted The Company may be required to sell banks

or branches as condition to receiving regulatory approval

Future acquisitions could be material to the Company

and it may issue additional shares of stock to pay for those

acquisitions which would dilute current shareholders

ownership interests

The Companys business could suffer if the Company falls to

attract and retain skilled people The Companys success

depends in large part on its ability to attract and retain key

people Competition for the best people in most activities the

Company engages in can be intense The Company may not

be able to hire the best people or to keep them Recent strong

scrutiny of compensation practices has resulted and may

continue to result in additional regulation and legislation in

this area as well as additional legislative and regulatory

initiatives and there is no assurance that this will not cause

increased turnover or impede the Companys ability to retain

and attract the highest caliber employees

The Company relies on other companies to provide key

components of the Companys business infrastructure Third

party vendors provide key components of the Companys

business infrastructure such as internet connections network

access and mutual fund distribution While the Company has

selected these third party vendors carefully it does not control

their actions Any problems caused by these third parties

including as result of their not providing the Company their

services for any reason or their performing their services

poorly could adversely affect the Companys ability to deliver

products and services to the Companys customers and

otherwise to conduct its business Replacing these third party

vendors could also entail significant delay and expense In

addition failure of third party vendors to handle current or

higher volumes of use could adversely affect the Companys

ability to deliver products and services to clients and

otherwise to conduct business Technological or financial
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difficulties of third party service provider could adversely

affect the Companys business to the extent those difficulties

result in the interruption or discontinuation of services

provided by that party

The Company has risk related to legal proceedings The

Company is involved in judicial regulatory and arbitration

proceedings concerning matters arising from its business

activities The Company establishes reserves for legal claims

when payments associated with the claims become probable

and the costs can be reasonably estimated The Company may

still incur legal costs for matter even if it has not established

reserve In addition the actual cost of resolving legal claim

may be substantially higher than any amounts reserved for

that matter The ultimate resolution of any pending or future

legal proceeding depending on the remedy sought and

granted could materially adversely affect the Companys

results of operations and financial condition

The Company is exposed to risk of environmental liability when

it takes title to properties In the course of the Companys

business the Company may foreclose on and take title to real

estate As result the Company could be subject to

environmental liabilities with respect to these properties The

Company may be held liable to governmental entity or to

third parties for property damage personal injury

investigation and clean-up costs incurred by these parties in

connection with environmental contamination or may be

required to investigate or clean up hazardous or toxic

substances or chemical releases at property The costs

associated with investigation or remediation activities could

be substantial In addition if the Company is the owner or

former owner of contaminated site it may be subject to

common law claims by third parties based on damages and

costs resulting from environmental contamination emanating

from the property If the Company becomes subject to

significant environmental liabilities its financial condition and

results of operations could be adversely affected

The Companys business and financial performance could be

adversely affected directly or indirectly by disasters by

terrorist activities or by international hostilities Neither the

occurrence nor the potential impact of disasters terrorist

activities or international hostilities can be predicted

However these occurrences could impact the Company

directly for example by interrupting the Companys systems

which could prevent the Company from obtaining deposits

originating loans and processing and controlling its flow of

business causing significant damage to the Companys

facilities or otherwise preventing the Company from

conducting business in the ordinary course or indirectly as

result of their impact on the Companys borrowers

depositors other custtmers suppliers or other counterparties

for example by damaging properties pledged as collateral for

the Companys loans or impairing the ability of certain

borrowers to repay their loans The Company could also

suffer adverse consequences to the extent that disasters

terrorist activities or international hostilities affect the

financial markets or the economy in general or in any

particular region These types of impacts could lead for

example to an increase in delinquencies bankruptcies or

defaults that could result in the Company experiencing higher

levels of nonperforming assets net charge-offs and provisions

for credit losses

The Companys ability to mitigate the adverse

consequences of these occurrences is in part dependent on the

quality of the Companys resiliency planning and the

Companys ability if any to anticipate the nature of any such

event that occurs The adverse impact of disasters terrorist

activities or international hostilities also could be increased to

the extent that there is lack of preparedness on the part of

national or regional emergency responders or on the part of

other organizations and businesses that the Company

transacts with particularly those that it depends upon but

has no control over Additionally the nature and level of

natural disasters may be exacerbated by global climate

change

The Company relies on dividends from its subsidiaries for its

liquidity needs The Company is separate and distinct legal

entity from its bank subsidiaries and non-bank subsidiaries

The Company receives significant portion of its cash from

dividends paid by its subsidiaries These dividends are the

principal source of funds to pay dividends on the Companys

stock and interest and principal on its debt Various federal

and state laws and regulations limit the amount of dividends

that its bank subsidiaries and certain of its non-bank

subsidiaries may pay to the Company without regulatory

approval Also the Companys right to participate in

distribution of assets upon subsidiarys liquidation or

reorganization is subject to prior claims of the subsidiarys

creditors except to the extent that any of the Companys

claims as creditor of that subsidiary may be recognized

The Company has non-banking businesses that are subject to

various risks and uncertainties The Company is diversified

financial services company and the Companys business

model is based on mix of businesses that provide broad

range of products and services delivered through multiple

distribution channels In addition to banking the Company

provides payment services investments mortgages and

corporate and personal trust services Although the Company

believes its diversity helps lessen the effect of downturns in

any one segment of its industry it also means the Companys

earnings could be subject to various specific risks and

uncertainties related to these non-banking businesses
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The Companys stock price can be volatile The Companys new technology used or services offered by the Companys

stock price can fluctuate widely in response to variety of competitors

factors including
news reports relating to trends concerns and other issues in

actual or anticipated variations in the Companys quarterly
the financial services industry and

operating results
changes in government regulations

recommendations by securities analysts General market fluctuations industry factors and general

economic and political conditions and events as well as

significant acquisitions or business combinations

interest rate changes currency fluctuations or unforeseen

strategic partnerships joint ventures or capital events such as terrorist attacks could cause the Companys

commitments by or involving the Company or the stock price to decrease regardless of the Companys operating

Companys competitors results

operating and stock price performance of other companies

that investors deem comparable to the Company
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Executive Officers

Richard Davis

Mr Davis is Chairman President and Chief Executive Officer

of U.S Bancorp Mr Davis 54 has served as Chairman of

U.S Bancorp since December 2007 Chief Executive Officer

since December 2006 and President since October 2004 He

also served as Chief Operating Officer from October 2004

until December 2006 Mr Davis has held management

positions with the Company since joining Star Banc

Corporation one of its predecessors as Executive Vice

President in 1993

Jennie Carlson

Ms Carlson is Executive Vice President Human Resources of

U.S Bancorp Ms Carison 52 has served in this position

since January 2002 Until that time she served as Executive

Vice President Deputy General Counsel and Corporate

Secretary of U.S Bancorp since the
merger

of Firstar

Corporation and U.S Bancorp in February 2001 From 1995

until the merger she was General Counsel and Secretary of

Firstar Corporation and Star Banc Corporation

Andrew Cecere

Mr Cecere is Vice Chairman and Chief Financial Officer of

U.S Bancorp Mr Cecere 52 has served in this position since

February 2007 Until that time he served as Vice Chairman

Wealth Management and Securities Services of U.S Bancorp

since the merger of Firstar Corporation and U.S Bancorp in

February 2001 Previously he had served as an executive

officer of the former U.S Bancorp including as Chief

Financial Officer from May 2000 through February 2001

James Chosy

Mr Chosy is Executive Vice President General Counsel and

Corporate Secretary of U.S Bancorp Mr Chosy 49 has

served in this position since March 2013 From 2001 to

2013 he served as the General Counsel and Secretary of Piper

Jaffray Companies From 1995 to 2001 Mr Chosy was Vice

President and Associate General Counsel of U.S Bancorp

having also served as Assistant Secretary of U.S Bancorp from

1995 through 2000 and as Secretary from 2000 until 2001

Terrance Dolan

Mr Dolan is Vice Chairman Wealth Management and

Securities Services of U.S Bancorp Mr Dolan 51 has served

in this position since July 2010 From September 1998 to July

2010 Mr Dolan served as U.S Bancorps Controller He

additionally held the title of Executive Vice President from

January 2002 until June 2010 and Senior Vice President from

September 1998 until January 2002

John Elmore

Mr Elmore is Vice Chairman Community Banking and

Branch Delivery of U.S Bancorp Mr Elmore 56 has served

in this position since March 2013 From 1999 to 2013 he

served as Executive Vice President Community Banking of

U.S Bancorp and its predecessor company Firstar

Corporation

Richard Hartnack

Mr Hartnack served as Vice Chairman Consumer and Small

Business Banking of U.S Bancorp until March 2013

Mr Hartnack 67 served in this position since April 2005

when he joined U.S Bancorp Prior to joining U.S Bancorp

he served as Vice Chairman of Union Bank of California from

1991 to 2005 with responsibility for Community Banking and

Investment Services

Richard Hidy

Mr Hidy is Executive Vice President and Chief Risk Officer

of U.S Bancorp Mr Hidy 50 has served in this position

since 2005 From 2003 until 2005 he served as Senior Vice

President and Deputy General Counsel of U.S Bancorp

having served as Senior Vice President and Associate General

Counsel of U.S Bancorp and Firstar Corporation since 1999

Joseph Hoesley

Mr Hoesley is Vice Chairman Commercial Real Estate of

U.S Bancorp Mr Hoesley 58 has served in this position

since June 2006 From June 2002 until June 2006 he served

as Executive Vice President and National Group Head of

Commercial Real Estate at U.S Bancorp having previously

served as Senior Vice President and Group Head of

Commercial Real Estate since joining U.S Bancorp in 1992

Pamela Joseph

Ms Joseph is Vice Chairman Payment Services of

U.S Bancorp Ms Joseph 53 has served in this position since

December 2004 Since November 2004 she has been

Chairman and Chief Executive Officer of Elavon Inc

wholly owned subsidiary of U.S Bancorp Prior to that time

she had been President and Chief Operating Officer of Elavon

Inc since February 2000
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Michael LaFontaine

Mr LaFontaine is Executive Vice President and Chief

Operational Risk Officer of U.S Bancorp Mr LaFontaine

34 has served in this position since October 2012 From 2007

to 2012 he served as Senior Vice President with responsibility

for U.S Bancorps corporate compliance anti-money

laundering and fair lending divisions and also served as Chief

Compliance Officer since 2005

Howell Mccullough Ill

Mr McCullough is Executive Vice President and Chief

Strategy Officer of U.S Bancorp and Head of U.S Bancorps

Enterprise Revenue Office Mr McCullough 56 has served in

these positions since September 2007 From July 2005 until

September 2007 he served as Director of Strategy and

Acquisitions of the Payment Services business of U.S Bancorp

He also served as Chief Financial Officer of the Payment

Services business from October 2006 until September 2007

From March 2001 until July 2005 he served as Senior Vice

President and Director of Investor Relations at U.S Bancorp

Lee Mitau

Mr Mitau served as Executive Vice President and General

Counsel of U.S Bancorp until March 2013 Mr Mitau 64

served in this position since 1995 Mr Mitau also served as

Corporate Secretary Prior to 1995 he was partner at the

law firm of Dorsey Whitney LLP

P.W Parker

Mr Parker is Executive Vice President and Chief Credit

Officer of U.S Bancorp Mr Parker 56 has served in this

position since October 2007 From March 2005 until October

2007 he served as Executive Vice President of Credit

Portfolio Management of U.S Bancorp having served as

Senior Vice President of Credit Portfolio Management of

U.S Bancorp since January 2002

Richard Payne Jr

Mr Payne is Vice Chairman Wholesale Banking of

U.S Bancorp Mr Payne 65 has served in this position since

November 2010 when he assumed the additional

responsibility for Commercial Banking at U.S Bancorp From

July 2006 when he joined U.S Bancorp until November

2010 Mr Payne served as Vice Chairman Corporate

Banking at U.S Bancorp Prior to joining U.S Bancorp he

served as Executive Vice President for National City

Corporation in Cleveland with responsibility for Capital

Markets from 2001 to 2006

Kent Stone

Mr Stone is Vice Chairman Consumer Banking Sales and

Support of U.S Bancorp Mr Stone 55 has served in this

position since March 2013 He served as an

Executive Vice President of U.S Bancorp from 2000 to 2013

most recently with responsibility for Consumer Banking

Support Services since 2006 and held other senior leadership

positions with U.S Bancorp since 1991

Jeifry von Cillern

Mr von Gillern is Vice Chairman Technology and

Operations Services of U.S Bancorp Mr von Gillern 47 has

served in this position since July 2010 From April 2001

when he joined U.S Bancorp until July 2010 Mr von Gillern

served as Executive Vice President of U.S Bancorp

additionally serving as Chief Information Officer from July

2007 until July 2010
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bancorp

800 Niollet Mall

Minneapolis Minnesota 55402

651 4663000

March 2013

Dear Shareholders

We are pleased to invite you to our 2013 annual meeting of shareholders to be held on Tuesday April 16 2013 at

11 00 local time at the Morrison Center for the Performing Arts Boise State University 2201 West Cesar

Chavez Lane Boise Idaho At this years meeting you will hear report on matters of current interest to our

shareholders and be asked to vote on the items described in the proxy statementS

We hope you will be able to attend the meeting However even if you are planning to attend the meeting in

person we strongly encourage you to vote by Internet or telephone or complete sign and return your proxy card

prior to the meeting This wi ensure that your shares are represented at the meeting The proxy statement

explains more about proxy vating and contains additional information about the business to be conducted at the

meeting Please read it carefully

If you are not able to attend the meeting you will still be able to access an audio replay of the management

prtsert iton given at the eting from our website Instructions on how to access the replay are included in the

attached proxy statement

Every shareholder vote is important To ensure your vote is counted

at the annual meeting please vote as promptly as possible

fharik you for your ongoing support of our company We look forward to seeing you at the annual meeting

Rincerely

Richard Davis

Chairman President and Ct ief Executive Officer
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bancorp
800 Nicollet Mall

Minneapolis Minnesota 55402

651 466-3000

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS OF U.S BANCORP

Date and Time Tuesday April 16 2013 at 1100 am local time

Place Morrison Center for the Performing Arts

Boise State University

2201 West Cesar Chavez Lane

Boise Idaho 83725

Items of Business The election of 14 directors named in the proxy statement

The ratification of the selection of Ernst Young LLP as our independent

auditor for the 2013 fiscal year

An advisory vote to approve the compensation of our executives disclosed

in this proxy statement

shareholder proposal seeking the establishment of policy requiring that

the Chairman of the Board be an independent director

Any other business that may properly be considered at the meeting or any

adjournment of the meeting

Record Date You may vote at the meeting if you were shareholder of record at the close

of business on February 20 2013

Voting by Proxy It is important that your shares be represented and voted at the meeting You

may vote your shares by Internet or telephone by no later than 1159 p.m

Eastern time on April 15 2013 or April 11 2013 for shares held in the

U.S Bank 401k Savings Plan as directed on the enclosed proxy card You

may also complete sign and return the enclosed proxy card by mail Voting in

any of these ways will not prevent you from attending or voting your shares at

the meeting We encourage you to vote by Internet or telephone in order to

reduce mailing and handling expenses

By Order of the Board of Directors

James Chosy

Secretary

March 2013

Important Notice Regarding the Availability of Proxy Materials for the Shareholder Meeting

to be Held on April 16 2013

Our proxy statement and 2012 Annual Report are available at wwwLisbankcQmLPrQXYrnaterLai$
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Questions and Answers About the Annual Meeting and Voting

The Board of Directors of U.S Bancorp is soliciting proxies for use at the annual meeting of shareholders to be

held on April 16 2013 and at any adjournment of the meeting This proxy statement and the enclosed proxy card

are first being mailed or made available to shareholders on or about March 2013

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING

How do vote my shares

If you are shareholder of record as of the record date you can give proxy to be voted at the meeting in any

of the following ways

electronically using the Internet

over the telephone by calling toll-free number or

by completing signing and mailing the printed proxy card

The Internet and telephone voting procedures have been set up for your convenience We encourage you to

reduce corporate expense by submitting your vote by Internet or telephone The procedures have been designed

to authenticate your identity

to allow you to give voting instructions and

to confirm that those instructions have been recorded properly

If you are shareholder of record and you would like to submit your proxy vote by Internet or telephone please

refer to the specific instructions and the control number provided on the enclosed proxy card If you wish to

submit your proxy by mail please return your signed proxy card to us before the annual meeting If you received

your proxy materials by e-mail the e-mail contains voting instructions including control number required to vote

your shares and links to the proxy materials on the Internet

If you hold your shares in street name you must vote your shares in the manner prescribed by your broker bank

trust or other nominee Your broker bank trust or other nominee has enclosed or otherwise provided voting

instruction form for you to use in directing the broker bank trust or nominee how to vote your shares Internet

and telephone voting are also encouraged for shareholders who hold their shares in street name

How does the Board recommend that vote

The Board of Directors recommends that you vote

FOR the election of each of the nominees to the Board of Directors

FOR the ratification of the selection of Ernst Young LLP as our independent auditor for the 2013 fiscal

year

FOR the advisory approval of the compensation of our executives disclosed in this proxy statement and

AGAINST the shareholder proposal seeking the establishment of policy requiring that the Chairman of

the Board be an independent director

We are not aware of any other matters that will be voted on at the annual meeting However if any other business

properly comes before the meeting the persons named as proxies for shareholders will vote on those matters in

manner they consider appropriate

What is the purpose of the meeting

At our annual meeting shareholders will act upon the matters outlined in the notice of annual meeting of

shareholders and described in this proxy statement Management will also report on our performance during the

last fiscal year and once the business of the annual meeting is concluded respond to questions from

shareholders

U.S Bancorp 2013 Proxy Statement



Questions and Answers About the Annual Meeting and Voting

Who is entitled to vote at the meeting
The Board has set February 20 2013 as the record date for the annual meeting If you were shareholder of

record at the close of business on February 20 2013 you are entitled to vote at the meeting As of the record

date 1864005910 shares of our common stock were issued and outstanding and therefore eligible to vote at

the meeting

What are my voting rights
Holders of our common stock are entitled to one vote per share Therefore total of 1864005910 votes are

entitled to be cast at the meeting There is no cumulative voting

How many shares must be present to hold the meeting
In accordance with our bylaws shares equal to at least one-third of the voting power of our outstanding shares of

common stock as of the record date must be present at the meeting in order to hold the meeting and conduct

business This is called quorum Your shares are counted as present at the meeting if

you have properly submitted proxy vote by Internet telephone or mail even if you abstain from voting on

one or more matters

you are present and vote in person at the meeting or

you hold your shares in street name as discussed below and you do not provide voting instructions and

your broker bank trust or other nominee uses its discretionary authority to vote your shares on the

ratification of the selection of our independent auditor

What is proxy statement
It is document that we are required to give you or provide you access to when we are soliciting your vote in

accordance with regulations of the Securities and Exchange Commission the SEC

What is proxy
It is your designation of another person to vote stock you own That other person is called proxy If you

designate someone as your proxy in written document that document also is called proxy or proxy card

When you designate proxy you also may direct the proxy how to vote your shares We refer to this as your

proxy vote Two executive officers Richard Davis and James Chosy have been designated as the proxies

to cast the votes of our shareholders at our 2013 annual meeting of shareholders

What is the difference between shareholder of record and street name holder
If your shares are registered directly in your name with our transfer agent Computershare Investor Services you

are considered the shareholder of record with respect to those shares

If your shares are held in stock brokerage account or by bank trust or other nominee then the broker bank
trust or other nominee is considered to be the shareholder of record with respect to those shares However you

still are considered the beneficial owner of those shares and your shares are said to be held in street name
Street name holders generally cannot vote their shares directly and must instead instruct the broker bank trust or

other nominee how to vote their shares using the voting instruction form provided by it

How do vote if my shares are held in the U.S Bank 401k Savings Plan
If you hold any shares in the U.S Bank 401k Savings Plan you are receiving or being provided access to the

same proxy materials as any other shareholder of record However your proxy vote will serve as voting instructions

to the plan trustee Your voting instructions must be received at least five days prior to the annual meeting in order

to count In accordance with the terms of the plan the trustee will vote all of the shares held in the plan in the

same proportion as the actual proxy votes submitted by plan participants at least five days prior to the annual

meeting

U.S Bancorp 2013 Proxy Statement



Questions and Answers About the Annual Meeting and Voting

Can vote my shares in person at the meeting

If you are shareholder of record you may vote your shares in person by completing ballot at the meeting Even

if you currently plan to attend the meeting we recommend that you also submit your proxy as described above so

that your vote will be counted if you later decide not to attend the meeting

If you are street name holder you may vote your shares in person at the meeting only if you obtain signed

letter or other document from your broker bank trust or other nominee giving you the right to vote the shares at

the meeting

If you are participant in the U.S Bank 401k Savings Plan you may submit proxy vote as described above

but you may not vote your 401k Savings Plan shares in person at the meeting

What If hold my shares in street name and do not provide voting instructions

If you hold your shares in street name and do not provide voting instructions your broker bank trust or other

nominee has discretionary authority to vote your shares on the ratification of the selection of Ernst Young LLP as

our independent auditor However in the absence of your specific instructions as to how to vote your broker

bank trust or other nominee does not have discretionary authority to vote on any other proposal It is important

therefore that you provide instructions to your broker bank trust or other nominee so that your vote with respect

to the other proposals is counted

What vote is required and what is the effect of abstentions

You may vote FOR AGAINST or ABSTAIN for each nominee for the Board of Directors and on the other

proposals The following table summarizes for each proposal the votes required for approval of the proposal and

the effect of voting ABSTAIN

Proposal Votes Required for Approval Effect of ABSTAIN Vote

Election of directors Majority of shares voted No effect
_____

Approval of all other proposals Majority of shares present and Same effect as AGAINST vote

entitled to vote
____________ ___________

What does it mean if receive more than one proxy card or voting instruction form

If you receive more than one proxy card or voting instruction form it means that you hold shares in more than one

account To ensure that all of your shares are voted vote separately by Internet or telephone for each proxy card

and voting instruction form you receive or sign and return each proxy card and voting instruction form

What if do not specify how want my shares voted

If you submit your proxy by Internet or submit signed proxy card and do not specify how you want to vote your

shares we will vote your shares in accordance with the above recommendations of the Board Our telephone

voting procedures do not permit you to submit your proxy vote by telephone without specifying how you want

your shares voted

Can change my vote after submitting my proxy

Yes You may revoke your proxy and change your vote at any time before your proxy is voted at the annual

meeting If you are shareholder of record you may revoke your proxy and change your vote by

if you voted over the Internet or by telephone voting again over the Internet or by telephone by no later than

1159 p.m Eastern time on April 15 2013

if you completed and returned proxy card submitting new proxy card with later date and returning it so

that it is received by April 15 2013 or

submitting written notice of revocation to our Corporate Secretary at the address shown on page of this

proxy statement so that it is received by April 15 2013

US Bancorp 2013 Proxy Statement



Questions and Answers About the Annual Meeting and Voting

Attending the meeting will not revoke your proxy unless you specifically request to revoke it or submit ballot at

the meeting To request an additional proxy card or if you have any questions about the annual meeting or how to

vote or revoke your proxy you should write to Investor Relations U.S Bancorp 800 Nicollet Mall Minneapolis

MN 55402 or call 866 775-9668

If you are participant in the U.S Bank 401k Savings Plan you may revoke your proxy and change your vote as

described above but only until 1159 p.m Eastern time on April 11 2013 If you hold your shares in street

name contact your broker bank trust or other nominee regarding how to revoke your proxy and change your
vote

Will my vote be kept confidential

Yes We have procedures to ensure that all proxies ballots and voting tabulations that identify shareholders are

kept permanently confidential except to meet legal requirements to assert claims for or defend claims against our

company to allow authorized individuals to count and certify the results of the shareholder vote if proxy

solicitation in opposition to the Board takes place or to respond to shareholders who have written comments on

proxy cards or who have requested disclosure We also have the voting tabulations performed by an independent

third party

Who will count the votes

Representatives of Broadridge Financial Solutions Inc our tabulation agent will tabulate the votes and act as

independent inspectors of election

How do attend the meeting
You are entitled to attend the annual meeting only if you were or you hold valid legal proxy naming you to act

fo one of our shareholders on the record date Before we will admit you to the meeting we must be able to

confirm

your identity by reviewing valid form of photo identification such as drivers license and

you were or are validly acting for shareholder of record on the record date by

verifying your name and stock ownership against our list of registered shareholders if you are the record

holder of your shares

reviewing other evidence of your stock ownership such as your most recent brokerage or bank statement

if you hold your shares in street name or

reviewing written proxy that shows your name and is signed by the shareholder you are representing in

which case either the shareholder must be registered shareholder of record or you must have

brokerage or bank statement for that shareholder as described above

Please let us know whether you plan to attend the meeting by responding affirmatively when prompted during

Internet or telephone voting or by marking the attendance box on the proxy card

At the entrance to the meeting we will verify that your name appears in our stock records or will inspect your

brokerage or bank statement as your proof of ownership or any written proxy you present as the representative of

shareholder We will decide in our sole discretion whether the documentation you present for admission to the

meeting meets the requirements described above The admission of persons who are guests of shareholders is

subject to the discretion of management Anyone needing special assistance should call Investor Relations at

866 775-9668 Please allow ample time for the admission procedures described above

If you are not able to attend the meeting you will still be able to access an audio replay of the management
presentation given at the meeting from our website You can find instructions on how to access the replay and the

presentation materials on our website at www.usbank.com by clicking on About U.S Bank and then

Webcasts Presentations

U.S Bancorp 2013 Proxy Statement



Questions and Answers About the Annuat Meeting and Voting

Who pays for the cost of proxy preparation and solicitation

We pay for the cost of proxy preparation and solicitation including the reasonable charges and expenses of

brokerage firms banks trusts or other nominees for forwarding proxy materials to street name holders We have

retained Phoenix Advisory Partners to assist in the solicitation of proxies for the annual meeting for fee of

approximately $10500 plus associated costs and expenses

We are soliciting proxies primarily by mail In addition our directors officers and regular employees may solicit

proxies by telephone facsimile e-mail or in person They will not receive any additional compensation for these

activities

How can contact U.S Bancorps Board of Directors

You or any other interested party may communicate with our Board of Directors by sending letter addressed to

our Board of Directors non-management directors lead director or specified individual directors to

The Office of the Corporate Secretary

U.S Bancorp

BC-MN-H231

800 Nicollet Mall

Minneapolis MN 55402

Any such letters will be delivered to the independent lead director or to specified director if so addressed

Letters relating to accounting matters will also be delivered to our chief risk officer for handling in accordance with

the Audit Committees policy on investigation of complaints relating to accounting matters

How can receive my proxy materials electronically in the future

Instead of receiving future copies of our proxy materials by mail you can elect to receive an e-mail with links to

these documents your control number and instructions for voting over the Internet Opting to receive your proxy

materials electronically will save the cost of producing and mailing documents to you and will also help conserve

environmental resources Your e-mail address will be kept separate from any other company operations and will be

used for no other purpose

If we mailed you printed copy of our proxy statement and annual report and you would like to sign up to receive

these materials electronically in the future you can choose this option by

following the instructions provided on your proxy card or voting instruction form

following the instructions provided when you vote over the Internet or

going to http//enroll.icsdeiivery.com/usb and following the instructions provided

You may revoke this request at any time by following the instructions at http//enroll.icsdelivery.com/usb Your

election is permanent unless you revoke it later

U.S Bancorp 2013 Proxy Statement



Proposal Election of Directors

PROPOSAL ELECTION OF DIRECTORS

Our Board of Directors currently has 14 members and directors are elected annually to one-year terms All of our

current directors have been nominated for election by the Board to hold office until the 2014 annual meeting and

the election of their successors

The current directors are the only nominees and each of them has previously been elected by the shareholders

The Board has determined that except for Richard Davis each nominee for election as director at the annual

meeting is independent from U.S Bancorp as discussed later in this proxy statement under Corporate

Governance Director Independence

Director Selection and Qualifications

Director Nominee Selection Process

The selection process for director candidates includes the following steps

identification of director candidates by the Governance Committee based upon suggestions from current

directors and executive officers and recommendations received from shareholders

possible engagement of director search firm to provide names and biographies of director candidates for

the Governance Committees consideration

interviews of candidates by the chair of the Governance Committee and two other Governance Committee

members

reports to the Board by the Governance Committee on the selection process

recommendations by the Governance Committee and

formal nomination by the Board for inclusion in the slate of directors at the annual meeting

Director candidates recommended by shareholders are given the same consideration as candidates suggested by

directors and executive officers shareholder seeking to recommend prospective candidate for the Governance

Committees consideration should submit the candidates name and sufficient written information about the

candidate to permit determination by the Governance Committee whether the candidate meets the director

selection criteria set forth below and in our Corporate Governance Guidelines Recommendations should be sent

to the Chair of the Governance Committee in care of the Corporate Secretary of U.S Bancorp at the address

listed on page of this proxy statement

Director Qualification Standards

We will only consider individuals as candidates for director who possess the highest personal and professional

ethics integrity and values and who are committed to representing the long-term interests of our shareholders In

evaluating candidates for nomination as director of U.S Bancorp the Governance Committee will also consider

other criteria including

current or recent experience as CEO of public company or as leader of another major complex

organization

business and financial expertise

geography

experience as director of public company

gender and ethnic diversity on the Board and

independence

U.S Bancorp 2013 Proxy Statement



Proposal Election of Directors

For incumbent directors the Governance Committee also considers past performance on the Board and

contributions to their respective committees

The Governance Committee also expects each director to display independent thought practical wisdom and

mature judgment In addition directors must be willing to devote sufficient time to carrying out their duties and

responsibilities effectively and should be committed to serving on the Board for an extended period of time One or

more of our directors must possess the education or experience required to qualify as an audit committee financial

expert

2013 Nominees for Director

Each of our director nominees meets the qualification standards described above and in our Corporate

Governance Guidelines In nominating current and new directors our Governance Committee considers among

other things

Business perience Our Governance Committee considers the balance of business experience represented

on the Board Many of our directors have had experience as CEO of large publicly held or private

corporation This background provides experience in general management of large organizations and

oversight of finance marketing sales and administrative functions It also provides experience in risk

assessment corporate governance matters and interaction with boards of directors Many of our directors

have current or recent experience as director of another large publicly held or private company which also

provides valuable experience in addressing complex governance and business issues relevant to our

company

Diversity Our Governance Committee considers racial gender and geographical diversity in our director

candidates and discusses these matters in the course of considering the mix of attributes and qualifications

of each candidate As financial institution with activities in all 50 states and retail footprint of 25 states

we believe it is useful to have directors with backgrounds and experience in our significant geographic

markets and we have indicated the primary geographic location of each director in his or her biographical

information below

Tenure Our Governance Committee also finds it important to maintain balance of tenure on the Board

Long-serving directors bring valuable business and governance experience with our company and familiarity

with the challenges it has faced over the years while newer directors bring fresh perspective and new ideas

Each of the nominees has agreed to serve as director if elected Proxies may not be voted for more than 14

directors If for any reason any nominee becomes unable to serve before the election the persons named as

proxies will vote your shares for substitute nominee selected by the Board of Directors Alternatively the Board

of Directors at its option may reduce the number of directors that are nominated for election In addition as

described below under Corporate Governance Majority Vote Standard for Election of Directors each of the

nominees has tendered his or her resignation as director in accordance with our corporate governance

guidelines to be effective if he or she fails to receive the required vote for election to the Board and the Board

accepts the tendered resignation

Included below is certain information that the nominees for election as directors have provided as well as

additional information that the Board considered in nominating the individuals for election to the Board Board

service dates listed include service as directors of U.S Bancorps predecessor companies

U.S Bancorp 2013 Proxy Statement



Proposal Election of Directors

St Paul Minnesota

Director since 2008

Business Experience Mr Baker 54 is the Chairman and Chief Executive Officer of

Ecolab Inc provider of water and hygiene services and technologies for the food

hospitality industrial and energy markets He has served as Chairman since May 2006 and

Chief Executive Officer since July 2004 He served as President of Ecolab from 2002 until

2011 He joined Ecolab in 1989 and held various leadership positions within the company
before being named President and Chief Operating Officer in 2002

Other Directorships

Ecolab Inc since May 2006 Chairman

Mr Baker provides the valuable perspective gained from leading company through the

current economic and corporate governance environment as the CEO of an SP 500

industrial company with global operations

Committees

Governance

Risk Management

Minneapolis Minnesota

Director since 2009

Committees

Audit

Community

Reinvestment and

Public Policy

Business Experience Mr Belton 53 is Executive Vice President Global Strategy Growth

and Marketing Innovation of General Mills Inc an SP 500 manufacturer and marketer of

consumer food products He has held this position since September 2010 Mr Belton served

as Executive Vice President Worldwide Health Brand and New Business Development of

General Mills from 2005 until September 2010 He joined General Mills in 1983 and held

various leadership positions within the company before being named Senior Vice President of

Yoplait USA General Mills Canada Corporation and New Business Development in 2002

Other Directorships

Navistar International Corporation from 1999 to 2009

As current executive officer with overall responsibility for the global strategy and marketing

functions of General Mills Mr Belton brings to our Board of Directors expertise in the retail

industry an important area for major consumer bank such as U.S Bank and many years

of outstanding work in the field of brand management and business development Mr Belton

is member of the Executive Leadership Council in Washington D.C the nations premier

leadership organization comprised of the most senior African-American corporate executives

in Fortune 500 companies where he participates in current discussions of leadership

management and business issues across many industries

Douglas Baker Jr

Marc Belton
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Proposal Election of Directors

Cincinnati Ohio

Director since 1990

Committees

Compensation and

Human Resources

Community

Reinvestment and

Public Policy

Chicago Illinois

Director since 1996

Committees

Chair Governance

Compensation and

Human Resources

Executive

Business Experience Ms Buyniski Gluckman 61 is retired Chairman and Chief Executive

Officer of United Medical Resources Inc third-party administrator of employer healthcare

benefits She served as Chief Executive Officer since founding United Medical Resources in

1983 until April 2008 and as Chairman from 1983 until the acquisition of United Medical

Resources by UnitedHealth Group Incorporated in December 2005 Commencing with that

transaction and until April 2008 Ms Buyniski Gluckman assumed the additional duties of

Chief Executive Officer of Midwest Security Administrators another third-party administrator of

employer healthcare benefits that is also subsidiary of UnitedHealth Group

Other Directorships

Ohio National Financial Services Inc since 1993 Audit and

Investment Committees

Ms Buyniski Gluckman brings an entrepreneurial perspective to our Board having founded

her own successful company based on concept she developed while working in the public

healthcare field Her company grew on the basis of excellent customer service which is also

cornerstone of U.S Bancorps brand and strategy In addition Ms Buyniski Gluckmans

service on the board of directors of Ohio National gives her additional experience in the

business and management of large complex financial services company

Business Experience Mr Collins 65 is retired Chairman and Chief Executive Officer of

Medtronic Inc leading medical device and technology company and like U.S Bancorp

an SP 100 company Mr Collins served as Chairman of Medtronic from 2002 until

August 2008 and Chief Executive Officer from 2002 until August 2007 Mr Collins also served

as Chief Operating Officer of Medtronic from 1994 to 1996 and President and Chief

Operating Officer from 1996 to 2002 Since April 2009 Mr Collins has acted as senior

advisor for Oak Hill Capital Partners which manages private equity portfolio of over

$8 billion of private equity capital and over $20 billion of investment capital

Other Directorships

Cargill Incorporated since 2000 Human Resources Committee Chair Governance

Audit and Executive Committees

The Boeing Company since 2007 Finance Committee Chair Audit Committee

Alcoa Inc since 2010 Audit and Compensation and Benefits Committees

Medtronic Inc from 2002 to 2008

Mr Collinss experience at Medtronic and Oak Hill Capital gives him broad perspective on

variety of business and financial issues that is valuable in his service on our Board

Additionally his experience on Cargills Board has provided an opportunity for him to gain

perspective in an industry directly applicable to U.S Bancorps business as Cargill has

number of significant business segments in the financial services sector

Victoria Buyniski

Gluckman

Arthur Collins Jr
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Proposal Election of Directors

Minneapolis Minnesota

Director since 2006

Committees

Chair Executive

Risk Management

Pasadena California

Director since 2012

Committees

Audit

Community

Reinvestment and

Public Policy

Business Experience Mr Davis 55 is Chairman President and Chief Executive Officer of

U.S Bancorp He has served as Chairman since December 2007 as President since

October 2004 and as Chief Executive Officer since December 2006 He also served as Chief

Operating Officer of U.S Bancorp from October 2004 until December 2006 Mr Davis has

held management positions with our company since joining Star Banc Corporation one of

our predecessors as Executive Vice President in 1993

Other Directorships

XceI Energy Inc since 2006 Lead Director

As Chairman President and Chief Executive Officer of U.S Bancorp Mr Davis brings to all

Board discussions and deliberations deep knowledge of the company and its business and is

the voice of management on the Board Mr Davis also brings extensive leadership experience

and industry knowledge to the Board gained as Chairman of the Financial Services

Roundtable as Chairman of The Clearing House and as representative for the Ninth District

of the Federal Reserve where he serves on its Financial Advisory Committee

Business Experience Mr Hernandez 55 is the Founding Principal and Chief Executive

Officer of Hernandez Media Ventures privately held company engaged in the acquisition
and management of media assets He has served in this capacity since January 2001
Mr Hernandez served as Chairman of Telemundo Group Inc Spanish-language television

and entertainment company from 1998 to 2000 and as President and Chief Executive Officer

from 1995 to 2000

Other Directorships

MGM Resorts International since 2002 Lead Director Audit Committee Chair

Corporate and Social Responsibility Committee

Vail Resorts Inc since 2002 Lead Director Nominating and Governance

Committee Chair Executive and Audit Committees

Sony Corporation since 2008 Nominating Committee
The Ryland Group Inc from 2001 to 2012

Lehman Brothers Holdings Inc from 2005 to 2012

Wal-Mart Stores Inc from 1998 to 2008

Telemundo Group Inc from 1990 to 2000

As the former President Chief Executive Officer and Chairman of television and

entertainment company and through his experience on the Boards of MGM Resorts Sony

Corporation and Wal-Mart Stores Mr Hernandez has gained broad understanding of the

retail consumer particularly relevant to major consumer bank such as U.S Bank In

addition with his extensive experience on the boards of large public corporations

Mr Hernandez brings broad corporate governance expertise along with significant knowledge
of board operations to our Board of Directors

Richard Davis

Roland Hernandez
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Business Experience Ms Woo Ho 64 is President of the San Francisco Port Commission

the governing board responsible for the San Francisco California waterfront adjacent to

San Francisco Bay She has served as President since January 2012 and as Commissioner

since May 2011 Ms Woo Ho served as President and Chief Executive Officer of United

Commercial Bank California commercial bank from September 2009 to November 2009

She served as President of Community Banking at United Commercial from January 2009 to

September 2009 Ms Woo Ho served as Executive Vice President responsible for Enterprise

Marketing at Wells Fargo Company diversified financial services company in 2008 She

served as President of the Consumer Credit Group of Wells Fargo from 1998 to 2007

Ms Woo Ho was also member of the Wells Fargo Management Committee from 1999 to

2008

Ms Woo Hos over 35 years of commercial and consumer banking experience brings

valuable industry experience and knowledge to U.S Bancorps Board

Business Experience Mr Johnson 69 is the retired Chairman and Chief Executive Officer of

Hormel Foods Corporation food processing company and serves as director of the

Hormel Foundation Mr Johnson served as Chairman of Hormel from 1995 through

October 2006 and Chief Executive Officer from 1993 through December 2005 He served as

President from 1992 until May 2004 He joined Hormel in 1991 as Executive Vice President

Sales and Marketing

Other Directorships

Meredith Corporation since 1994 Finance Committee Chair Nominating/

Governance Committee

Ecolab Inc since 1996 Audit Committee Chair Governance Committee

Hormel Foods Corporation from 1991 to 2006

Mr Johnsons perspective as the former Chairman and Chief Executive Officer of

multinational SP 500 consumer products company is valuable to U.S Bancorp given its

major consumer lines of business as well as businesses expanding outside U.S markets

Proposal Election of Directors

Doreen Woo Ho

San Francisco California

Director since 2012

Committees

Audit

Risk Management

Joe Johnson

Scottsdale Arizona

Director since 1999

Committees

Audit

Risk Management
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l3usiness Experience Ma Kirtley 62 certif ied public ac unt nt is buane on ultani

on sVategic and corporate govern nce isaues Phe ha serv in th capacity during at of

the pact five years Ma Kirtley brings extensive experience xpert md in iqht to our Hoard

the areas of audit and corporate governance In addition to her expe Use ri audit and ix

developed in part as senior manager at predecessor to dilinq irrn mat

Young It Kiley also brings corporate mar agement experience horn her toncre it

Vermont Amonc an Corporation where she held tIc position of cmi ncr Vice hosident an

Chief mans ial Officer

RosCare Inc sin 1928 \udit Conirnittee CF am

Papa Johns IntrnationaI Inc door 220 Audit CorsrStc Cha

Cornpc nsation Cornriiittee

Lnncer Corporation from 1999 to 006
Alderwoods Group Inc from 0602 to 00

Ms KirtlcyV excellence in her field has been re riized in her paat sers cc as CI air of the

macrican Insti ute of Ceffilied Public Accountants Chair of hic CPA oard of xaminr

nd as current member id Deputy resident of the Hoard the Irrternatiori il

Fed iration of Accountants IFAC which estabi shea irternati al audition ethics and

duc ation standard for the global mc ounting profession In addition shc brin js to cur Hoard

rid Governance Committee deep underst iriding of wide range oh current mernanc

iso wo qwned hy her work as corporith qeva naric ensultai0 and fasrEy ran eb
he Conference Hoard Directors Institute

Pusinc as sperience Mr Levi P8 is Chairman and Chief Executive Offic or of Wilton

brandc Inc creativc corwunier products com my ar has erved in that position since

October 2009 Mr Levin has als ervod as Ch miiman arid Chief xecutive Officer of

evin artn ma LI management and nyc mtmerit firm no for mOng the firm in

February 2008 He sewed as Vice Chairrrian of Clinton Croup povate diver ified asset

anageilierit company from December 2007 unt October 2008 Mi evin se ved as

Chairm in of Sharper Image Corporation si 058 Ity retuiler from September 006 itil

/ipril 2008 arid as interim Chief xecutive Officer from He ternber 0006 until April 200/ ron

1908 until January 2008 Mr evin seweo as tI ie nairman and niel soc utiv Olfir or ii

nnenic Household Inc formerly Sui ibe ira Corporal ion Ic thing onmsi mine products

mmnpany

flier 1iiecfxshss

Ecolab Inc sines 1992 cad Director 80 mmpenation omnmnitt Vice hair
Governance Committee Chair

Saks Incorporated sinc 200/ Audit arid in mmmcc Ls mnrrimttoe

Sharpr Image Corporation fr an 006 to 008

Wendy2 International frorri 2006 to 0008

American Ho isehold Inc formerly 2unbeamn Cc rpomat omit from 98 to 00o

Mm evin has sewed as the CL of six well kn wn comnp mnme inclu in tho liste boy

ii
the branded consumer products meeter amid pc ssmw ignificant oxp ate inn corpomat

tcgy amid vsmrmammce through is uccessfcml xmcc turnaround me tm uc turin mm

niem gems amid acquisitions expert Hetnmml bmammdinq mod ma mmkotimrq oxpe tis ir ipontar ftc

BanconE busirnesae arid Mr evin ex ertise in those fields pros ide qnc at aloe to

mm F3oa ci

Other Directorship
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Pta/nc xperie ice Mr OMaley 66 is the retired Chairmdn President and Chief

xacutive Officer of Ohio National Mutual Holdings Inc ann its subsidiary Ohio NatiunO

inc ncial Sowict Inc an intermediate insure ce holdinq conipany that iarke ii sniicmnce

ar financial products through its affiliates including Thu Ohio NaSonal fe Insurar

Company Mc Maley served as Executive Chairman of thes companies from

Novc mber 20 10 to May 2012 after serving as Che rman Preside and Chicf xc utivc

Olficrr of Ohio Nat onal Mutual Holdings and 0Cc National Financal Ser ces from 991 unU

Novernbor 2010 Ho joined Ohio National in 1992

nu Midland Company from 1998 to 2008

if rr tired Cha rmori President and Chief xecutive Officer of laryo inancial vIce

cc mpany Mr Maley provides significant financial indust expertise to or Hoard

di ussions and niliar with the current regulato and business environment

Bisiriea Experience Dr Owens 65 is Presiden Ciricinnat State Technicil and

imurity College an institution of higher educaf ion arid has surved in that position sirac

ptoinbcr 20 Dr Owens has also been providing services as an independent cons lt nt

medicine business education and worOsite employec benefits since 2001 and Os ei cc

an the osidc nt an Chairman of the Board for Project GRAD Graduation Really Ach men

CUlT national non profit organization formed to improve inner city education ince

101 rorn 2004 to 2010 Dr Owens sewed as Coroner of Hamilton County Ohio

ffemationally kr own physician and an entrepreneur with complished adnninistr itive

kills med educabon and business who has served the public on variety of

mrnunty boaros Dr Owea brings unique perspective 10 our Hoard by combining

a.iriena expertHc md leadership with strong focu on community service nnd public

pificy Dr Owur has senved as president and chairman of national non profit organ ationn

to education and empowerment and has focused efforts on founding ann

upporting no nber of community sewicc organizations Dr Owonas experience in

eapoc ally vol jable ir his role as chair of our Hoards CommuCty Reinvcstment an Public

Policy Committee
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usiness Experience Mr Schnuck 64 is tt former Chairman and Chief xecutive Officer

of Schnuck Markets Inc regional supermarket chain He was elected President of

chnuck Markets in 1984 and served as Chief xeeutive Officer from 1989 until

January 2006 He served as Chairman fiom 1991 until Dr comber 2006 Mr Schnuck

continues to be active in tho Schnuck Mikets business arid serves as Chair of its Execuhve

Committee

As the Chair of the Executive Committee of large regional food retailer Mr Schnuck

ontinues to be involved in the strategir and business concerns of that company and brings

our company substantial leadership experience gained as its longtime Chairman and Chief

.xecutive Officer Mr Schnuck also served foi nine years on the board of governors of the

Uniform Code Council the agency that oversees his industry most fundamental

echnoloqies serving as chairman for two terms giving him additional insight into

lechnological innovation in retail business which is an important focus various

US Bancorp business lines Mr Schnuck served as bank director for several of

Hank piedecossor banks from 19/9 to 1991 arid of oredecessor bank hold
rig

companies fror 1991 to 001

Business Exprvinncn Mr Ctoks 70 the formcr Ch3rrn and former Chief xecstive

Officer of Anhouser Busch Companies Inc marketer and producer of beer operator of

imily entertainment parks and manufacturer of packaging in Verials which is now part of

Anhousor Busch In Rev NV/S He served as Chairman of Anheuser Busch

Companies Inc from December 2006 to November 2008 He served as President and Chief

xecutive Officer from 2002 until December 2006 and wa affiliated with Anheuser Busch

commencing in 1969

Other Director ships

Ameren Corporation since 2004 Human Resources Com nittae Chair Finance

Corni nittec

Ar if ieuser Busch Companies Inc morn RodS to 4Os

As the former Chairman arid Chief Executive OffS er of large multinational consumer

roducts company Mr Stokess experience in the retail industry along with the customer

orvico and custome experience critical to that compariyS theme parks brings valuable

orisumer arid retail insights to our Board Mr Stokes also has valuable management
xpr rience in anothe highly regulated industry through his service as director of Amoreri

Corporation an SP 500 electric arid natural gas utility company

1ff OF RFCWVFN IVO 011 hF 11 VMV4
IS TC SL UVTIL Fl NFXF 4NNUAL VO ff1 lOffi

CC 95



Corporate Governance

CORPORATE GOVERNANCE

Our Board of Directors and management are dedicated to exemplary corporate governance Good corporate

governance is vital to our continued success Our Board of Directors has adopted Corporate Governance

Guidelines to provide corporate governance framework for our directors and management to effectively pursue

our objectives for the benefit of our shareholders The Board reviews and updates these guidelines and the

charters of the Board committees at least annually in response to evolving best practices and the results of annual

Board and committee evaluations Our Corporate Governance Guidelines as well as our Code of Ethics and

Business Conduct can be found at www.usbank.com by clicking on About U.S Bank and then Corporate

Governance and then as applicable Corporate Governance Guidelines or Code of Ethics

Director Independence

Our Board of Directors has determined that each of the following directors comprising all of our non-employee

directors has no material relationship with U.S Bancorp and is independent Douglas Baker Jr Marc

Belton Victoria Buyniski Gluckman Arthur Collins Jr Roland Hernandez Doreen Woo Ho Joel

Johnson Olivia Kirtley Jerry Levin David OMaley Odell Owens M.D M.P.H Craig Schnuck and

Patrick Stokes Richard Davis our only other director is not independent because he is an executive officer

of U.S Bancorp

Our Board has adopted set of standards in our Corporate Governance Guidelines to assist it in assessing the

independence of each of our directors Absent other material relationships with U.S Bancorp director of

U.S Bancorp who otherwise meets the independence qualifications of the New York Stock Exchange the

NYSE listing standards may be deemed independent by the Board of Directors after consideration of all of the

relationships between U.S Bancorp or any of our subsidiaries and the director or any of his or her immediate

family members as defined in the NYSE listing standards or any entity with which the director or any of his or her

immediate family members is affiliated by reason of being partner executive officer or significant shareholder

thereof provided that an individual is not deemed to be an executive officer of an organization if that role does not

constitute his or her principal occupation However ordinary banking relationships such as depository lending

transfer agency registrar trust and custodial private banking investment management securities brokerage cash

management and other services readily available from other financial institutions are not considered by the Board

in determining directors independence as the Board considers these relationships to be categorically immaterial

banking relationship is considered ordinary if

the relationship is on substantially the same terms as those prevailing at the time for comparable transactions

with non-affiliated persons

with respect to an extension of credit it has been made in compliance with applicable law including

Regulation of the Board of Governors of the Federal Reserve and Section 13k of the Securities Exchange

Act of 1934 as amended the Exchange Act

no event of default has occurred and is continuing beyond any cure period and

the relationship has no other extraordinary characteristics

In assessing the independence of our directors our Governance Committee and full Board carefully considered all

of the business relationships between U.S Bancorp and our directors and their respective affiliated companies

other than ordinary banking relationships This review was based primarily on responses of the directors to

questionnaire regarding employment business familial compensation and other relationships with U.S Bancorp

and our management Where relationships other than ordinary banking relationships existed the Board determined

that except in the case of Mr Davis none of the relationships between U.S Bancorp and the directors or the

directors affiliated companies impairs the directors independence because the amounts involved are immaterial to

the directors or to those companies when compared to their annual income or gross revenues The Board also

determined that for all of the relationships between U.S Bancorp and our directors or the directors affiliated

companies none of the relationships had unique characteristics that could influence the directors impartial

judgment as director of U.S Bancorp
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Corporate Governance

The business relationships between U.S Bancorp and our directors or the directors affiliated companies that were

considered by the Board were

U.S Bank National Association U.S Bank U.S Bancorps principal banking subsidiary purchased

approximately $7600 of water care pest elimination and commercial food equipment products and services

in 2012 from Ecolab Inc of which Douglas Baker is Chairman and Chief Executive Officer

U.S Bank has real estate lease arrangement with General Mills Inc of which Marc Belton is Executive

Vice President Global Strategy Growth and Marketing Innovation that pre-dates Mr Beltons service on our

Board and

Victoria Buyniski Gluckman has son that is non-executive employee of U.S Bank and Odell

Owens M.D M.P.H has son that was non-executive employee of U.S Bank during portion of 2012

The Board also considered the relationship between U.S Bancorp and Schnuck Markets Inc corporation with

which our director Craig Schnuck is affiliated that is described later in this proxy statement under the heading

Certain Relationships and Related Transactions Related Person Transactions

Board Meetings and Committees

The Board of Directors conducts its business through meetings of the Board and the following standing

committees Audit Governance Compensation and Human Resources Risk Management Community
Reinvestment and Public Policy and Executive The standing committees report on their deliberations and actions

at each full Board meeting Each of the standing committees has the authority to engage outside experts advisors

and counsel to the extent it considers appropriate to assist the committee in its work Each of the standing

committees has adopted and operates under written charter These charters can be found on our website at

www.usbank.com by clicking on About U.S Bank and then Corporate Governance and Board of Directors

The Board of Directors held eight meetings during fiscal year 2012 Each director attended at least 75% of the

total meetings of the Board and Board committees on which he or she served during the fiscal year The average
attendance rate of all directors in 2012 was 97%

Executive Sessions

The non-employee directors meet in executive session without the chief executive officer CEO or any other

member of management present at the end of each regularly scheduled Board meeting and may meet without

the CEO at any other time The lead director presides over these executive sessions See Board Leadership

Structure In addition at each regularly scheduled meeting the Board holds session between the CEO and the

independent directors This provides platform for discussions outside the presence of the non-Board

management attendees as well as an opportunity for the independent directors to go into executive session

without the CEO

During each committee meeting the committees held executive sessions without members of management
present except that during four Audit Committee meetings the Audit Committee met in private session with our

independent auditor instead of holding an executive session

Committee Member Qualifications

All of the Audit Committee members meet the independence and experience requirements of the NYSE and the

SEC Our Board of Directors has identified Olivia Kirtley our Audit Committee chair as an audit committee

financial expert under the rules of the SEC The Audit Committee charter generally prohibits Audit Committee

members from serving on more than two other public company audit committees Currently no Audit Committee

members exceed this restriction

All of the Governance Committee members and Compensation and Human Resources Committee members meet

the independence requirements of the NYSE
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Committee Responsibilities

Committee Primary Responsibilities

Audit Assisting the Board of Directors in overseeing the quality and integrity of our financial

statements including matters related to risks associated with financial reporting and audit and

Held accounting issues as well as internal control our compliance with legal and regulatory

meetings requirements the qualifications and independence of our independent auditor the integrity of

during 2012 the financial reporting processes both internal and external and the performance of our

internal audit function and independent auditor

retaining and terminating the independent auditor and

compensating and overseeing the work of the independent auditor

Governance Discharging the Boards responsibilities relating to corporate governance matters including

developing and recommending to the Board set of corporate governance principles

Held
overseeing succession planning for our CEO

meetings

during 2012 identifying and recommending to the Board individuals qualified to become directors

managing the performance review process for our current directors

overseeing the evaluation of management and

making recommendations to the Board regarding any shareholder proposals _____

Compensation Discharging the Boards responsibilities relating to the compensation of our executive officers

and Human and non-employee directors

Resources
approving our compensation plans practices and programs

Held evaluating and discussing with the risk officers of the Company the risk incentives in our

meetings compensation plans and programs and

during 2012
evaluating the CEOs performance and the succession plans for executive officers other than

our CEO

Risk Overseeing our overall enterprise risk management function including our policies procedures

Management and practices relating to the management of credit risk financial liquidity and market risk and

operational risk

Held
approving and making recommendations to the Board of Directors regarding the issuance or

meetings
repurchase of debt and equity securities

during 2012

reviewing and evaluating potential mergers and acquisitions and

reviewing actions regarding our capital including our_dividend policy

Community Reviewing and considering our position and practices on matters of public interest and public

Reinvestment responsibility and similar issues involving our relationship with the community at large

and Public
reviewing our activities performance and compliance with the Community Reinvestment Act

icy and fair lending regulations and

Held reviewing our policies and procedures with respect to sustainability and corporate political

meetings contributions and related activity

during 2012 _____

Executive The Executive Committee has authority to exercise all powers of the Board of Directors between

regularly scheduled Board meetings

Held no

meetings

during 2012
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Risk Oversight by the Board of Directors

As part of its overall responsibility to oversee the management business and strategy of our company one of the

primary responsibilities of our Board of Directors is to oversee the risk management and the risk mitigation

processes of the company While management is responsible for defining the various risks facing our company

formulating risk management policies and procedures and managing risk exposures on day-to-day basis our

Boards responsibility is to monitor the companys risk management processes by informing itself concerning our

material risks and evaluating whether management has reasonable controls in place to address the material risks

While we do not want to eliminate all risk we want to understand assess and manage risk consistent with our

business strategy We want our decisions to reflect defined risk tolerance which has been approved by the

Board of Directors and we have long had robust enterprise risk management framework in order to manage risk

appropriately As part of its oversight responsibility the Board

considers the companys risk tolerance as an integral part of the strategic planning process

oversees the amounts and types of risk taken by management in executing the corporate strategy

monitors the risk experience of the company against the policies and procedures set to control those risks

and

evaluates the role of incentive compensation in managing the companys risk tolerance

The Boards risk oversight function is carried out through its committees and the primary risks faced by the

company that are most likely to affect its financial stability and results of operations are overseen by the Risk

Management Audit and Compensation and Human Resources Committees

As described in the preceding discussion of committee responsibilities

the Risk Management Committee is primarily responsible for oversight of the companys risks such as

credit risk financial liquidity market compliance operational and reputational risk and overall enterprise risk

the Audit Committee is focused on financial statement and accounting risk and internal control

the Compensation and Human Resources Committee oversees the companys compensation policies

and arrangements to ensure that they encourage appropriate levels of risk-taking by management with

respect to the companys strategic goals and to determine whether any of them give rise to risks that are

reasonably likely to have material adverse effect on the company More information on the evaluation

performed by the Compensation and Human Resources Committee is included in the Compensation

Discussion and Analysis section beginning on page 38 of this proxy statement and

the Governance Committee reviews carefully the responsibilities of each Board committee to ensure that all

significant risk categories are addressed by at least one committee

In addition the Risk Management and Audit Committees meet annually in joint session to give each committee the

opportunity to review the risk areas primarily overseen by the other Finally at each meeting of the full Board of

Directors each committee gives detailed review of the matters it discussed and conclusions it reached during its

recent meetings

The Board committees carry out their responsibilities using informational reports from management with respect to

all risk areas that are relevant and important at the time The committees must therefore be confident that an

appropriate risk monitoring structure is in place at the management level in order to be provided accurate and

useful informational reports Our management-level risk oversight structure is robust We rely on comprehensive

enterprise risk management process to aggregate monitor measure and manage risks This system enables the

Board of Directors to establish mutual understanding with management of the effectiveness of the companys
risk management practices and capabilities to review the companys risk exposure and to elevate certain key risks

for discussion at the Board level framework exists designed to account for the introduction of emerging risks or

any increase in risks routinely taken which would either be largely controlled by the risk limits in place or identified

through the frequent risk reporting that occurs throughout the company
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In addition an Executive Risk Committee chaired by the chief risk officer and including our CEO chief financial

officer CFO chief operational risk officer chief credit officer chief technology officer and general counsel meets

monthly and more frequently when circumstances merit to provide executive management oversight of our

enterprise risk framework assess appropriate levels of risk exposure and actions that may be required for

identified risks to be adequately mitigated promote effective management of all risk categories and foster the

establishment and maintenance of an effective risk culture The executive vice president of human resources also

joins the meetings to report on the Federal Reserve examination process for executive compensation and the risk

measurement aspects of that evaluation which is described further below These officers manage large

sophisticated groups within the company that are dedicated to controlling and monitoring risk to the levels

deemed appropriate by the Board of Directors and executive management These individuals together with the

companys controller treasurer and others also provide the Boards committees with the information the

committees need and request in order to carry out their oversight responsibilities

robust framework of management-level risk management committees supports the work of the Executive Risk

Committee and the Board of Directors The four primary committees are

Corporate Risk Committee chaired by the chief operational risk officer which manages operational risk

exposures

Executive Credit Management Committee chaired by the chief credit officer which ensures that products

that have credit risk are supported by sound credit practices reviews asset quality trends portfolio

performance statistics and loss forecasts and reviews and adjusts credit policies accordingly

Asset Liability Committee chaired by the CFO which ensures that the policies guidelines and practices

established to manage our financial risks including interest rate risk market risk liquidity risk operations risk

and capital adequacy are followed and

Incentive Review Committee chaired by the executive vice president of human resources and including

the CFO the chief risk officer the chief operational risk officer the chief credit officer and the general counsel

which reviews and evaluates all of the companys incentive compensation programs and policies for risk

sensitivity and mitigation and reports to the Compensation and Human Resources Committee of the Board

These committees are supported by among others the Basel Oversight Committee which helps oversee our

Basel II project implementation the Independent Model Validation Committee which assists in the efficient and

effective implementation of our Independent Model Validation Program the Trust Risk Management Committee

which coordinates fiduciary governance and risk management processes for our trust divisions and the

Information Security Program Committee which assists in the efficient and effective implementation of our

Information Security Program

Board Leadership Structure

Our Board has carefully considered the critical issue of Board leadership In the context of risk management the

leadership of each of the committees that is primarily responsible for risk management is vested in an independent

committee chair With regard to the leadership of the meetings of the full Board our Board of Directors has

adopted flexible policy regarding the issue of whether the positions of chairman and CEO should be separate or

combined This policy allows the Board to evaluate regularly whether the company is best served at any particular

time by having the CEO or another director hold the position of chairman If the position of chairman is not held by

an independent director an independent lead director is elected with powers virtually identical to those of an

independent chairman

At this time Mr Davis serves as chairman and as CEO The Board believes there are number of important

advantages to combining the positions of chairman and CEO at this time Critically it most effectively utilizes

Mr Daviss extensive experience and knowledge regarding the company and provides for the most efficient

leadership of our Board and company Mr Davis with over 19 years experience at U.S Bancorp including eight

years as President and six years as CEO has the knowledge expertise and experience to understand and clearly

articulate to the Board the opportunities and risks facing U.S Bancorp and to lead discussions on important
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matters affecting our business The Board believes that combining the CEO and chairman positions creates firm

link between management and the Board and helps the Board respond quickly and effectively to the many

business market and regulatory challenges resulting from the rapidly changing financial services industry

Mr Daviss service as chairman also provides clarity of leadership for the company and more effectively allows the

company to present its vision and strategy with unified voice

Although the Board believes that it is more effective to have one person serve as the chairman and CEO at

this time it also recognizes the importance of strong independent leadership on the Board Accordingly it

has reaffirmed the strong role of the lead director whose specific duties are to

lead executive sessions of the Boards independent or non-management directors and preside at any

session of the Board where the chairman is not present

act as regular communication channel between our independent directors and the CEO

set the Boards agenda jointly with the CEO

approve Board meeting schedules to ensure there is sufficient time for discussion of all agenda items

oversee the scope quantity and timing of the flow of information from management to the Board

be the representative of the independent directors in discussions with our major shareholders regarding

their concerns and expectations

call special Board meetings or special meetings of the independent directors as needed

approve the retention of consultants who report directly to the Board

assist the Board and company officers in assuring compliance with and implementation of our

Corporate Governance Guidelines

advise the independent Board committee chairs in
fulfilling their designated roles and responsibilities to

the Board

review shareholder communications addressed to the full Board or to the lead director and

interview along with the chair of the Governance Committee all Board candidates and make

recommendations to the Governance Committee and the Board

The powers and duties of chairman and lead director differ only in that the chairman presides over the normal

business portion of the meetings of the Board Since the lead director may call for an executive session of

independent directors at any time and has joint control over the agenda and the information provided to directors

for Board meetings the Board does not believe that the fact that he does not preside over the normal Board

meeting business sessions limits the ability of the Board to have open exchanges of views or to address any

issues the Board chooses independently of the chairman In addition much of the work of the Board is

conducted through its committees none of which other than the Executive Committee is chaired by the chairman

of the Board

The lead director is appointed by the Board upon recommendation of the Governance Committee Patrick

Stokes chair of the Risk Management Committee has served as lead director since January 2011 Mr Stokes is

actively engaged as lead director and works closely with Mr Davis on Board matters The lead director is

appointed annually by the Board upon recommendation of the Governance Committee with the expectation that

the lead director will generally serve three and may serve up to five consecutive terms

Majority Vote Standard for Election of Directors

Our bylaws provide that in uncontested elections nominee for director will be elected to the Board if the number

of votes cast FOR the nominees election exceeds the number of votes cast AGAINST that nominees election

The voting standard for directors in contested election is plurality of the votes cast at the meeting
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Corporate Governance

Our Corporate Governance Guidelines provide that director nominees must submit contingent resignation in

writing to the Governance Committee which becomes effective if the director fails to receive sufficient number of

votes for re-election at the annual meeting of shareholders and the Board accepts the resignation The Board will

nominate for election or re-election as director only candidates who have tendered such contingent resignation

Our Corporate Governance Guidelines further provide that if an incumbent director fails to receive the required vote

for re-election our Governance Committee will act within 90 days after certification of the shareholder vote to

determine whether to accept the directors resignation and will submit recommendation for prompt consideration

by the Board The Board expects the director whose resignation is under consideration to abstain from

participating in any decision regarding his or her resignation The Governance Committee and the Board may

consider any factors they deem relevant in deciding whether to accept directors resignation

If each member of the Governance Committee fails to receive the required vote in favor of his or her election in the

same election then those independent directors who did receive the required vote will appoint committee

amongst themselves to consider the resignations and recommend to the Board whether to accept them However

if the only directors who received the required vote in the same election constitute three or fewer directors all

directors may participate in the decision regarding whether to accept the resignations

Each director nominee named in this proxy statement has tendered an irrevocable resignation as director in

accordance with our Corporate Governance Guidelines which resignation will become effective if he or she fails to

receive the required vote for election at the annual meeting and the Board accepts his or her resignation

Succession Planning and Management Development

primary responsibility of the Board is planning for succession with respect to the positions of Chairman of the

Board and CEO as well as overseeing management succession planning for other senior management positions

The Boards process targets the building of enhanced management depth considers continuity and stability within

the company and responds to the companys evolving needs and changing circumstances Toward that goal the

executive talent development and succession planning process is integrated into the Boards annual activities

The Board works with the Governance Committee to evaluate number of potential internal and external

candidates as successors to the CEO and considers emergency temporary succession as well as long-term

succession The Compensation and Human Resources Committee is responsible for reviewing succession

planning for executive officer positions other than the CEO The CEO makes available to the Board his or her

recommendations and evaluations of potential successors along with review of any development plans

recommended for those individuals

Director Policies

Policy Regarding Service on Other Boards

Our Board of Directors has established policy that restricts our directors from serving on the boards of directors

of more than three public companies in addition to their service on our Board of Directors unless the Board

determines that such service will not impair their service on the U.S Bancorp Board Currently no directors

exceed this restriction

Policy Regarding Attendance at Annual Meetings

We encourage but do not require our Board members to attend the annual meeting of shareholders Last year all

but one of our then-current directors attended the annual shareholders meeting

Retirement Policy

Our Board of Directors has established guideline that an independent director will retire at the first annual

meeting of shareholders held after his or her 72nd birthday In accordance with this guideline Richard Reiten

retired from our Board of Directors at the 2012 annual meeting
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Certain Relationships and Related Transactions

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Related Person Transactions

Lending Transactions

During 2012 U.S Bancorp and our banking and investment subsidiaries engaged in transactions in the ordinary

course of business with some of our directors officers and the persons we know that beneficially owned more

than 5% of our common stock on December 31 2012 and the entities with which they are associated All loans

and loan commitments and any transactions involving other financial products and services in connection with

these transactions were made in the ordinary course of business on substantially the same terms including

current interest rates and collateral as those prevailing at the time for comparable transactions with others not

related to our banking and investment subsidiaries and did not involve more than the normal risk of collectibility or

present other unfavorable features

Transactions with Entities Affiliated with Directors

During 2012 U.S Bank operated 36 branches and 71 ATMs in grocery stores owned by Schnuck Markets Inc

of which Craig Schnuck one of our directors beneficially owns approximately 13% of the outstanding capital

stock Mr Schnucks sister Nancy Diemer and his four brothers Scott Schnuck Todd Schnuck Mark

Schnuck and Terry Schnuck also each beneficially own approximately 13% of the outstanding capital stock of

Schnuck Markets In addition each of Mr Schnucks brothers is director of and holds the following officer

positions with Schnuck Markets Scott Schnuck Chairman and Chief Executive Officer Todd Schnuck

President Mark Schnuck Vice President and Terry Schnuck Assistant Secretary Rent and fee payments by

U.S Bank to Schnuck Markets were approximately $2.04 million in 2012 In addition during 2012 U.S Bank

leased free-standing building from Schnuck Markets Rent and fee payments by U.S Bank were approximately

$0.35 million in 2012 The consolidated gross revenues of Schnuck Markets in 2012 were approximately

$2.6 billion These transactions were conducted at arms length in the ordinary course of business of each party to

the transaction As discussed above under the heading Corporate Governance Director Independence the

Board of Directors has determined that this relationship is immaterial to Mr Schnuck and that Mr Schnuck is an

independent director

Transactions with 5% Shareholder

BlackRock Inc BlackRock has reported that it together with certain of its subsidiaries is the beneficial owner

of more than 5% of our common stock as indicated below under the heading Security Ownership of Certain

Beneficial Owners and Management From time to time customers of our Wealth Management and Securities

Services and Money Center business lines invest in certain mutual funds that are affiliated with BlackRock In

connection with these investments we perform certain customary shareholder servicing on behalf of the

administrators of these funds that may include among other things printing and mailing prospectuses to our

customers aggregating customer buy and sell orders engaging in recordkeeping and other similar services We
receive servicing fee from the relevant fund administrators for these services In 2012 these shareholder

servicing fees were approximately $2.93 million in the aggregate Additionally in 2012 U.S Bank and our broker-

dealer subsidiary engaged in the purchase and sale of approximately $3.8 billion of corporate and municipal fixed

income securities with various entities affiliated with BlackRock The purchases and sales to BlackRock

represented approximately 5.5% of the aggregate purchases and sales of corporate fixed income securities and

.2% of the aggregate purchases and sales of municipal fixed income securities by U.S Bank and our broker-

dealer subsidiary These fixed income securities included U.S Bancorp bonds that were underwritten by that

broker-dealer subsidiary All of these business relationships and transactions with BlackRock and its affiliates were

conducted at arms length in the ordinary course of business of each party to the relationship or transaction

Review of Related Person Transactions

The Board has adopted written Related Party Transactions Evaluation and Approval Policy and Procedures for the

review evaluation and approval or ratification of transactions between the Company and its related persons and/or
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Certain Relationships and Related Transactions

their respective affiliated entities Related persons under this policy include our directors director nominees

executive officers holders of more than 5% of our common stock and their respective immediate family members

Their immediate family members include children stepchildren parents stepparents spouses siblings mothers-

and fathers-in-law Sons- and daughters-in-law brothers- and sisters-in-law and any person other than tenant

or employee sharing the persons household Each of the related person transactions described above was

approved or ratified in accordance with the policy

Except as described below the policy requires the Governance Committee of the Board to review and evaluate

and either approve or disapprove all transactions or series of transactions in which

the amount involved will or may be expected to exceed $120000 in any fiscal year and

the company is or will be participant and

related person or an entity affiliated with related person has or will have direct or indirect interest other

than solely as result of being director or less than 10% owner of an entity that is party to the transaction

The Board however has determined that the Governance Committee does not need to review or approve certain

transactions even if the amount involved will exceed $120000 including the following transactions

lending and other financial services transactions or relationships that are in the ordinary course of business

and non-preferential and comply with applicable laws

transactions in which the related persons interest derives solely from his or her services as director of

and/or his or her ownership of less than ten percent of the equity interest other than general partner

interest in another corporation or organization that is party to the transaction

transactions in which the related persons interest derives solely from his or her ownership of class of equity

securities of the company and all holders of that class of equity securities received the same benefit on pro

rata basis

transactions where the rates or charges involved are determined by competitive bids or that involve the

rendering of services as common or contract carrier or public utility at rates or charges fixed in conformity

with law or governmental authority and

employment and compensation arrangements for any executive officer and compensation arrangements for

any director provided that such arrangements have been approved by the Compensation and Human

Resources Committee of the Board

Under the policy if advance Governance Committee approval of transaction is not feasible then the transaction

will be considered for ratification at the next regular meeting of the Committee When considering whether to

approve or ratify transaction the Governance Committee will consider facts and circumstances that it deems

relevant to its determination including

the nature and extent of the related persons interest in the transaction

whether the transaction is on substantially the same terms as those prevailing at the time for comparable

transactions with persons not affiliated with the Company

the materiality of the transaction to each party

whether the companys Code of Ethics could be implicated including whether the transaction would create

conflict of interest or appearance of conflict of interest

whether the transaction is in the best interest of the Company and

in the case of non-employee director whether the transaction would impair his or her independence

No director is allowed to participate in the deliberations or vote on the approval or ratification of transaction if

that director is related person with respect to the transaction under review On an annual basis the Governance

Committee assesses all ongoing relationships with related persons to confirm that the transactions are still

appropriate
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COMPENSATION DISCUSSION AND ANALYSIS

This section explains how we compensate the executive officers named in the Summary Compensation Table

below on page 46 or the NEOs All of the NEOs are members of our managing committee which is made up

of our CEO and his senior leadership team Compensation for members of the managing committee is determined

by the Compensation and Human Resources Committee of the Board of Directors the Compensation

Committee

Executive Compensation Highlights

Elements of Compensation page 29
NEO direct compensation at U.S Bancorp is made up of the following three elements

NEOs receive an annual salary

NEOs are eligible for an annual cash bonus The target bonus amount is percentage of base salary

The actual bonus amount for each year is determined primarily by applying formula that uses the prior

years earnings per share EPS performance against targets and business line pretax operating

income against targets The Compensation Committee determines the final bonus amount for an NEO
after considering individual performance during the year page 30

NEOs receive long-term incentive compensation award During 2012 50% of this award was granted

in the form of performance-based restricted stock units RSUs and 50% was granted in the form of

stock options The number of RSUs awarded each year is adjusted the following year according to

formula that uses comparison of our actual return on average common equity ROE to pre-set

target as well as our ROE performance relative to our peer group companies page 32

The amounts of the annual cash bonuses and the long-term incentive compensation awards are determined

based on corporate performance and make up significant majority of each NEOs total compensation

Strong Pay and Performance Correlation

NEO compensation at U.S Bancorp varies significantly from year to year because it is directly linked to

achievement of financial plans and operational targets

Actual cash bonus and equity compensation received varies from targets primarily as result of formula

calculations These calculations are based on the difference between actual corporate performance and

target corporate performance using several different metrics EPS ROE and business line operating

income that the Compensation Committee believes correspond strongly to the creation of shareholder

value In 2008 and 2009 below-target performance resulted in below-target award amounts and in 2010

2011 and 2012 above-target performance resulted in above-target award amounts This fluctuation

demonstrates the strong correlation between corporate performance and the variable pay received by our

executives

Strong Corporate and Financial Performance

The Compensation Committee believes that the companys compensation structure has been effective at

encouraging the achievement of superior financial and operating results relative to our peers in an uncertain

economic environment while maintaining reasonable risk tolerances

Our financial performance exceeded expectations during 2012 year in which the financial services industry

continued to face the challenges presented by continued economic weakness and increased regulation

Despite this environment U.S Bancorp exceeded its own objectives and outperformed its peers in most

leading financial and operational measures during 2012
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Compensation Discussion and Analysis

Our companys superior performance during 2012 included the following achievements

U.S Bancorp achieved record net revenue in 2012 having consistently shown annual revenue growth

over the past five years

U.S Bancorp has consistently been the top performer in our peer group in the common industry

performance measures of return on average assets return on average common equity and efficiency

ratio and was again the leader in these measures in 20121

in Return on Average Assets in Return on Average Common Equity

1.65%
16.2%

1.34% 13.0%

1.11% 1.11%

11.6%
10.8% 1041

ULflflmnr IDf1flhin
USB Peer Peer Peer Peer Peer Peer Peer Peer Peer USB Peer Peer Peer Peer Peer Peer Peer Peer Peer

in Efficiency Ratiot2

867%

73.3%

67.7% 67.7% 68.3%

__
iflhI6E

USB Peer Peer Peer Peer Peer Peer Peer Peer Peer

Source SM and company reports The peer group companies included in those tables are listed under the heading 2012

iS Bancorp Peer Group on page 35 of this proxy statement

Efficiency ratio computed as noninterest expense divided by the sum of net interest income on taxable equivalent basis and

noninterest income excluding securities gains losses
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Compensation Discussion and Analysis

This consistent superior financial performance over time has increased long-term shareholder value for

our investors

10-Year Total Shareholder Return

250

100

50

0-

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

USB KBW Bank Index BKX SP 500 Index

Source FactSet and Bloomberg as of December 31 2012 Assumes $100 was invested on December 31 2002 in

U.S Bancorp common stock and each of the two indices and assumes reinvestment of dividends

We continued to grow market share in many of our business lines in part because our consistent

financial performance has allowed us to continue to invest in our businesses during the economic

downturn experienced in the United States and globally since 2008

U.S Bancorp continued to enjoy among the highest debt ratings in our industry which reflect the

ratings agencies recognition of our strong consistent financial performance the quality of our balance

sheet our future earnings capacity and our strong management team

Results of Our Executive Compensation Program in 2012

The results of our executive compensation program in 2012 reflected U.S Bancorps pay for performance

philosophy

Annual cash incentives for 2012 were awarded in amounts consistent with our strong 2012 business

results Awards for the NEOs for 2012 ranged from 109% to 139% of their individual bonus targets

based on the companys above-target financial performance in 2012 These awards were calculated

under our formula-based bonus plan and granted by the Compensation Committee after making

adjustments related to individual performance

The number of performance-based restricted stock units awarded in early 2012 to our managing

commiftee members was adjusted upward to 129.4% of target following the one-year performance

period This adjustment was direct result of 2012 company ROE exceeding both its financial plan and

peer ROE performance under the formula included as part of the RSU award terms

26 U.S Bancorp 2013 Proxy Statement



Compensation Discussion and Analysis

Sound Compensation Practices

Our executive compensation program includes many strong governance features such as

significant emphasis on long-term equity incentive pay in order to reinforce long-term view of

performance and enhance the alignment of the executives goals with those of our shareholders

one-half of the value of the long-term incentive award has historically been made in the form of

performance-based restricted stock units

the inclusion of provisions in equity agreements that cancel all or portion of the vesting of equity

awards under certain circumstances if it is determined that the executive exhibited an inadequate

sensitivity to risk

formal risk scorecard analyses for our senior management-level employees which may result in annual

incentive compensation adjustments in cases where the executive has demonstrated inadequate

sensitivity to risk

policy addressing clawbacks of executive compensation under which the company may recover

payments of incentive compensation attributable to incorrectly reported earnings

prohibition on hedging and pledging of U.S Bancorp stock by its senior executives and directors

double-trigger vesting of outstanding long-term incentive awards in the event of change in control

prohibition on repricing of stock options

the use of tally sheets by the Compensation Committee in reviewing the overall compensation of our

managing committee members which includes all of the NEOs and

stock ownership guidelines for our executive officers and directors

Philosophy and Objectives of Our Executive Compensation Program

Compensation Program Goals

The Compensation Committee has designed the executive compensation program to attract motivate reward and

retain the management talent required to achieve our corporate objectives and increase shareholder value while at

the same time making the most efficient use of our resources and strongly emphasizing pay for performance

The Compensation Committee achieves these objectives through compensation package that

links significant portion of total compensation to corporate business line and individual performance which

we believe will create long-term shareholder value

provides total compensation that is market competitive permitting us to hire and retain high-caliber individuals

at all levels of management

emphasizes stock-based compensation encouraging our executive officers to think and act as long-term

shareholders

subjects significant percentage of executive officer total compensation to multi-year vesting in order to

enhance executive retention and encourage long-term view of corporate achievement and

encourages an appropriate sensitivity to risk on the part of senior management which protects long-term

shareholder interests

Pay for Performance

U.S Bancorp operates in highly complex business environment where it competes with many well-established

financial institutions Our long-term business objective is to maximize shareholder value by increasing net income
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Compensation Discussion and Analysis

Compensation Components

Total Compensation

The direct compensation of our NEOs consists primarily of the following components

Annual

Compensation
Component Purpose

Base Salary Provide fixed amount of cash compensation

upon which our NEOs can rely

Considerations

Levels are intended to reward experience and

demonstrated skills and competencies relative to

the market value of the position

The NEOs salary level relative to peers Any base

salary increases are based on factors such as

experience and tenure in position

increased scope of responsibilities and

individual performance

Annual Motivate and reward NEOs for achieving or Compensation Committee annually sets target

Incentive exceeding corporate business line and individual percentage of base salary for each NEOs annual

Compensation performance goals which is key for our cash bonus amount

pay-for-performance objectives

Cash Bonus Target levels are structured to provide cash bonus

Award
Aligns NEOs interests with those of our opportunities ranging from 125% to 150% 225%
shareholders by promoting strong annual results for the CEO of the NEOs base salary At target

through achievement of financial goals set based levels this results in more than half of the NEOs

on strategic plan total cash compensation being dependent upon

our financial results

Long-Term Aligns NEOs interests with long-term shareholder Compensation Committee uses long-term

Incentive interests by linking part of each NEOs compensation to emphasize alignment with the

Compensation compensation to long-term corporate and stock companys performance over several-year period

price performance and minimize the risk of short-term cash bonuses

influencing excessive risk-taking behavior

Performance-Based RSUs
Motivate our NEOs to manage the company to When setting long-term award amounts

achieve additional financial goals that are expected Compensation Committee considers corporate

to lead to increased shareholder value multi-year performance as well as the individual performance

vesting requirement serves as an additional of the NEOs

retention tool

Compensation Committee uses ROE as the

Stock Options performance measure for RSUs because this

Support our growth strategy provide strong link measure directly reflects the return generated by

between NEOs compensation and our stock price the company on its shareholders investment ROE

and serve as retention tool encompasses profitability efficiency balance sheet

management and financial leverage and requires

prudent management of the balance between risk

and return on capital investments

Compensation Committee sets the company ROE

goals necessary to earn 100% of the RSUs

originally awarded at the ROE level included in the

companys financial plan at the beginning of the

fiscal year Compensation Committee believes this

target to be moderately challenging and to create

incentives for superior performance without

incentivizing unreasonable risk-taking that could be

encouraged by unachievable goals
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Compensation Discussion and Analysis

Executive Benefits and Perquisites

In addition to the primary components of our executive compensation program NEOs are also eligible to receive

health benefits under the same plans available to our other employees matching contributions to their U.S Bank

401k Savings Plan accounts on the same basis as our other employees and retirement benefits that are earned

over their career with the company Perquisites for NEOs are limited consisting primarily of financial planning

expenses home security parking and executive physicals and NEOs are not grossed up for tax liabilities resulting

from perquisites

Change-in-Control Agreements
We maintain change-in-control agreements with all of our NEOs The terms of these agreements are discussed

below under the headings Executive Compensation Potential Payments Upon Termination or

Change-in-Control Potential Payments Upon Change-in-Control and Employment Agreement with Pamela

Joseph These change-in-control agreements are designed to reinforce and encourage the continued attention

and dedication of our managing committee members to their assigned duties without distraction in the face of the

potentially disruptive circumstances arising from the possibility of change in control

Annual Cash Incentive Awards

Our annual incentive plan is based on formula

All management-level employees including the NEOs and our other managing committee members have the

opportunity to earn annual cash bonus awards based on achievement of corporate and business line financial

plans The size of the award pool is calculated by evaluating company performance against pre-established

annual plan targets for corporate EPS and for business line pre-tax income

How the incentive plan formula works

The companys business is comprised of 45 revenue-producing business lines and 11 corporate support business

lines each of which establishes an individual annual financial plan that makes up portion of the companys
overall annual financial plan Each business line financial plan contains pre-tax operating income target Under

the annual cash incentive plan applicable to most of our management-level employees that target and the

corporate EPS target are then compared to actual results to determine what formula percentage from 0% to

200% of the aggregate target bonuses of those employees in the business line will be available to fund awards

The formula percentage to be applied to the aggregate target bonuses to determine bonus funding available for

each business line under the annual cash incentive plan is calculated as follows

The percentages by which actual corporate EPS differs from the EPS target and actual business line pretax

operating income differs from target pretax operating income are each multiplied by leverage factor of four

which magnifies the positive or negative variation of actual results For example if the actual corporate EPS

were 5% greater than the EPS target the formula would multiply 5% by four to arrive at 20% The 20%
would then be added to 100% to get an EPS percentage component EPS Bonus Funding Component of

120% If the actual business line pretax operating income were 3% below target the formula would multiply

3% by four to arrive at 12% The 12% would then be subtracted from 100% to get business line

percentage component Business Line Bonus Funding Component of 88% Neither the EPS Bonus

Funding Component nor the Business Line Bonus Funding Component may be less than 0% or greater than

200%

The formula percentage is then calculated by applying 35% to the EPS Bonus Funding Component and 65%
to the Business Line Bonus Funding Component to arrive at weighted aggregate percentage the Bonus

Funding Percentage for particular business line For example 120% EPS Bonus Funding Component

weighted 35% and an 88% Business Line Bonus Funding Component weighted 65% results in Bonus

Funding Percentage of 99.2%
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Compensation Discussion and Analysis

The Bonus Funding Percentage in the case of corporate support business line is calculated slightly

differently with 35% based on the EPS Bonus Funding Component 50% based on the weighted average

Business Line Bonus Funding Components of all of the business lines and 15% based on the support lines

performance against its financial target

The aggregate target bonuses of management-level employees in the business line are multiplied by that

business lines Bonus Funding Percentage to determine the total amount available to fund bonus awards in

that business line

The initial calculation used to determine cash bonus awards for the managing committee members including the

NEOs is made at total company level after the above calculation has been made for each of the 56 business

lines That percentage the Overall Bonus Funding Percentage is calculated by dividing the total dollar

amount of all funds available for bonuses in all 56 business lines by the total dollar amount of all target

bonuses of all bonus-eligible employees in all 56 business lines The Overall Bonus Funding Percentage is used as

the initial calculation of the percentage of target bonuses to be awarded to the managing committee members

including the NEOs For 2012 the EPS value used for purposes of the annual cash incentive plan was $2.90

which reflects an aggregate $0.06 upward adjustment to reported EPS for two items Under the terms of the cash

incentive plan the effect on EPS of any variation between the actual and planned amount of credit loss accounting

reserve change is reduced by 50% which for 2012 resulted in an increase to the EPS used for purposes of

funding calculations The Compensation Committee also increased the EPS used for funding calculations so that

the effect of regulatory settlement would affect bonus funding for 2013 rather than 2012 Using precision to

three decimal points in the calculation the $2.90 level of achievement of EPS was 9.6% greater than the 2012

EPS target of $2.64 so the EPS Bonus Funding Component was 138.4% The 2012 Business Line Bonus

Funding Components for the companys 56 business lines ranged from 0% to 200% The Bonus Funding

Percentages for the companys 56 business lines in 2012 ranged from 49.9% to 177% The Overall Bonus

Funding Percentage in 2012 was 122.7%

The economic instability of the past several years has been primary driver behind fluctuating corporate financial

performance which resulted in funding amount for the NEOs that has varied substantially from year to year The

Overall Bonus Funding Percentage for the past five years has fluctuated between 32.2% and 141 .2% of target

Since the targets used in the formula plan are taken from the companys financial plans the Compensation

Committee would expect the Overall Bonus Funding Percentage to fluctuate more closely around 100% as the

economy stabilizes and financial performance becomes more predictable During the five-year period from 2008 to

2012 time of substantial economic uncertainty the Overall Bonus Funding Percentage has averaged 98.9% of

target

The Compensation Committee believes that the annual cash incentives for managing committee members should

be set based on the aggregate measure of overall bonus funding rather than using measure solely related to the

performance of the set of business lines for which the individual is responsible This is because in the view of the

Compensation Committee the managing committee is team responsible for the performance of the entire

company and should therefore have incentive funding levels that reflect the performance of the entire company

Why we use these performance measures for the incentive plan

The Compensation Committee believes that the EPS and business line operating plan targets used in the annual

cash incentive plan which forms the basis for the managing committee members bonus funding amounts are

appropriate performance measurements for the managing committee members because

EPS is an important indicator of profitability that aligns the interests of the executive officers with those of

shareholders

EPS captures elements of corporate performance that are beyond those of the individual operating business

lines such as corporate funding policies and the management and use of capital

the business line income targets are the fundamental drivers of the companys revenues and income before

taxes
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using business tine and corporate targets that are part of the companys annual financial plan which is

approved by the companys Board of Directors after discussion of among other things the degree of

achievability of that financial plan is designed to create goals that are challenging yet reasonably achievable

which should not only tend to result in bonus funding amounts that are at approximately 100% of target but

also to provide incentives to take appropriate amounts of risk to achieve those goals and

the Compensation Committee values the clear alignment of incentives for executive officers and other

management employees resulting from shared performance metrics

How we determine cash bonus amounts for each NEO
The cash bonus awards for managing committee members for 2012 were determined in January 2013 based on

2012 corporate and business line performance While the initial calculation of the incentive bonus amounts is

determined by formula as described above the actual bonus amounts awarded by the Compensation Committee

may be increased or decreased to reflect individual performance Beginning with the amount determined as

described above the Compensation Committee then determines the final amount of each executive officers

annual incentive award based on the Compensation Committees consideration of his or her individual performance

and contributions during the year Cash incentive award amounts are adjusted downward as well as upward based

on these performance reviews The maximum upward adjustment for any NEO during the past three years was

13.5% above the Overall Bonus Funding Percentage The Committee believes that it is important to retain the

ability to recognize outstanding individual performance in awarding annual bonuses as well as to acknowledge

circumstances where individual performance improvements are suggested or where inappropriate risk-taking

behaviors have occurred

With the view that the level of each managing committee members cash bonus should reflect in part the levels of

the cash bonuses received by the people who work directly or indirectly under his or her management one

measure of individual performance considered by the Compensation Committee in setting the final bonus award

for each managing committee member that manages revenue-producing business was the amount by which the

total funding levels for the bonus pools of the business lines for which the managing committee member is

responsible differed from their target funding levels The Compensation Committee also considered the CEOs
individual performance and the CEOs views regarding the individual performance of the other managing

committee members in determining managing committee members cash bonuses Performance criteria for all

managing committee members include performance relative to risk management internal leadership development

and other business goals community involvement involvement in special projects and new initiatives and talent

management as well as factors including credit quality and audit regulatory and compliance results Finally the

Compensation Committee reviews the level of our corporate performance relative to our peer group in the principal

profitability measures used by the Board in assessing corporate performance as well as in relative levels of total

shareholder return as check on the appropriateness of the award levels in the context of these operational

performance measures

The Compensation Committees determination of the amount of the 2012 cash bonus award for each NEO is

described beginning on page 41 under Compensation Decisions for Named Executive Officers

Long-Term Incentive Awards
In 2012 and prior years 50% of the value of each NEOs long-term incentive award was granted in the form of

performance-based restricted stock units RSU5 and 50% was granted in the form of stock options RSU award

amounts are adjusted according to formula tied to our one-year ROE performance as described in detail below

Both RSUs and options vest ratably over four years from the grant date and RSU awards are settled in shares of

our common stock Cash dividends on unvested RSUs are accrued during the performance period but accrued

dividends are only paid after the end of the performance period on shares actually earned by the executives

How long-term incentive award amounts are set

Each year in January the Compensation Committee determines the dollar value of that years annual long-term

incentive awards for members of the managing committee including all of the NEOs In setting each years award

amounts the Compensation Committee considers the competitive market for each executives position absolute
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and relative total compensation amounts internal equity individual contributions to the company and cost to the

company The long-term equity award amounts granted in early 2012 reflected increases for certain managing

committee members including several of the NEOs in recognition of those individuals value to the company

These awards were granted under the shareholder-approved U.S Bancorp Amended and Restated 2007 Stock

Incentive Plan the 2007 Stock Plan

Why we use the ROE performance measure for the RSU awards

The number of RSUs awarded each year is adjusted the following year according to formula that uses

comparison of our actual return on average common equity ROE to pre-set target as well as our ROE

performance relative to our peer group companies ROE is used as the performance measure because

it directly reflects the return generated by the company on its shareholders investment

it encompasses profitability efficiency balance sheet management and financial leverage and is among the

most widely used indicators of financial performance in our industry

achieving high ROE requires prudent management of the tradeoffs between risk and return requiring

decision-making process that establishes an appropriate balance between achieving the highest return on

invested capital and managing risk within the companys established risk tolerance levels and

using ROE as performance measure aligns the interests of the executives with that of long-term company

shareholders as sustaining high return on equity is primary driver of strong earnings growth

The Compensation Committee believes that using one-year performance cycle for the performance RSUs

provides important clarity for the NEOs and strong pay and performance link The one-year performance period

creates sense that strong leadership and effort will directly affect the number of RSUs ultimately received The

Compensation Committee has carefully considered using longer cycle for its performance-based equity grants

but believes that the uncertainty in the economy and the financial industry as well as the regulatory environment

affecting our business could have significant effect on the companys ROE over longer time horizon that could

mute the effects of management performance The link between performance and pay would be weakened and

the incentive effect of the award reduced if members of executive management perceived that the relationship

between their performance and their ultimate award value may be largely diluted by factors outside of their control

How we determine the final award amount of performance RSUs

At the time of each RSU grant the Compensation Committee establishes one-year target level for

U.S Bancorps absolute level of ROE as well as levels of ROE achievement that would correspond to certain

magnitudes of increase or decrease in award amounts The target level of absolute ROE achievement arises

directly from the companys annual financial plan which is approved by the companys Board of Directors after

consideration of among other things the degree of achievability of that financial plan and is therefore designed to

be goal that is challenging yet reasonably achievable and which should tend to result in performance that is at

or near target levels The Compensation Committee also sets the magnitude of increase or decrease in award

amount based on ROE achieved relative to the median of our peers and uses matrix reflecting both the

absolute and relative ROE parameters to determine the final RSU award amounts by interpolation using the actual

ROE level achieved during the year

The following chart shows the payout matrix set by the Compensation Committee at the time the 2012 awards

were made The adjustment matrix that was used for the 2012 awards provided for the final award amounts to

range from 25% to 150% of the number of units subject to the award Our corporate performance exceeded

expectations in many respects in 2012 including by achieving an ROE of 16.2% Based on these pre-established

parameters 16.2% was between the target and maximum levels for the 2012 award on the vertical axis In

comparison to its peer group U.S Bancorps ROE ranked first which was above the 75th percentile on the
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horizontal axis The final adjustment resulted in the number of units ultimately awarded being adjusted upward to

129.4% of the target number of units awarded

2012 ROE PERFORMANCE MATRIX

Target Award Number Percentage

Company Company ROE of 19.5% or more 87.5% 125% 150%

ROE

Result Company ROE Target 15.5% 62.5% 100% 125%

erticaI

Axis Company ROE of .5% or less 25.0% 62.5% 87.5%

Peer Group ROE Peer Group ROE Peer Group ROE

Ranking at Ranking at Ranking at

25th %ile Median 75th %ile

or below or above

Peer Group ROE Ranking

Horizontal Axis

The Compensation Committee believes that the RSU adjustment structure provides an important balance between

rewarding the achievement of absolute performance goals and strong relative performance For example if our

ROE is less than the specified ROE minimum for U.S Bancorp the target award number will be reduced even if

our ROE is at or above the 75th percentile in the peer group ROE ranking In such case the executives final

award i.e the number of RSUs that are in fact awarded and eligible to vest over the vesting period will be less

than target even if U.S Bancorp substantially outperforms every other company in the peer group Conversely if

our relative ROE is significantly below the median in the peer group ROE ranking the executives target award

number will be reduced even if U.S Bancorps absolute ROE substantially exceeds the target ROE for

U.S Bancorp Thus executives are not rewarded for poor performance simply because peer group members have

even worse performance nor are they rewarded for exceeding expectations set at the beginning of the

performance year if performance relative to peers is substandard In addition by using sliding scale for each

ROE performance measure the matrix takes into account the amount of variance from the ROE target and peer

group ROE results providing for performance-based award while mitigating the incentive for excessive risk-taking

that may result from an all-or-nothing award

Changes we made to the long-term incentive award program for 2013

Beginning with awards granted in early 2013 75% of the value of each NEOs long-term incentive award will be

comprised of performance RSUs and 25% will be comprised of stock options In addition beginning in 2013 the

range for adjusting performance RSU award amounts will be scaled downward The number of units subject to

each award may be adjusted downward to zero or adjusted upward to 125% of the original award amount based

on corporate ROE performance As described above awards granted in prior years allowed the final award

amounts to range from 25% to 150% of the original award amount This change decreases the upside leverage of

the formula under which final award amounts are determined

Decision-Making and Policies

Process for Determining Compensation
Executive compensation is determined by the Compensation Committee which is composed entirely of

independent outside directors and is responsible for setting our compensation policy The Compensation

Committee has responsibility for setting each component of compensation for our CEO with the assistance and

guidance of Frederic Cook Co Inc Cook Co its independent professional compensation consultant

The Compensation Committee also sets the total amount and types of compensation paid to members of the

Board of Directors Our CEO and our executive vice president of human resources also with the help of the

independent compensation consultant develop initial recommendations for all components of compensation for
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the other managing committee members and present their recommendations to the Compensation Committee for

review and approval

In making executive compensation determinations our Compensation Committee has also considered the results

of the non-binding advisory shareholder votes on our executive compensation program in each year since 2009

Our shareholders approved our executive compensation program in each of those years most recently approving

it by 93.7% in 2012 The Compensation Committee also considered feedback from some of our largest investors

who expressed no significant concerns about our executive compensation policies and practices The

Compensation Committee was mindful of our shareholders endorsement of the Compensation Committees

decisions and policies to date and decided to retain our general approach to executive compensation during 2012

with an emphasis on short and long-term incentive compensation that rewards our most senior executives when

they deliver value for our shareholders The Compensation Committee will continue to consider the results from

this years and future advisory shareholder votes regarding our executive compensation program

Peer Group Analysis

Using peer information as point of reference the Compensation Committee focuses on corporate business line

and individual performance in determining each component of compensation In order to recruit and retain

high-performing executives our compensation program must be competitive with the compensation opportunities

provided by companies with which we compete for executive talent In performing market checks on the level of

compensation of our CEO and the other managing committee members the Compensation Committee uses the

same financial services peer group for comparative compensation data that management uses for annual financial

performance comparisons

For 2012 this peer group was unchanged from that used in prior years and was composed of the following

companies ranked in order of asset size as of December 31 2012 and showing U.S Bancorps relative

positioning within the group

2012 U.S Bancorp Peer Group

JPMorgan Chase Co BBT Corporation

Bank of America Corporation SunTrust Banks Inc

Wells Fargo Company Fifth Third Bancorp

U.S Bancorp Regions Financial Corporation

The PNC Financial Services Group Inc KeyCorp

This group was chosen by management for financial comparison purposes because these financial institutions

along with U.S Bancorp represent the ten largest financial services companies based in the United States that

provide retail and commercial banking services other than Citigroup These companies are used for financial

comparisons because of the U.S financial institutions their significant lines of business are most similar to

U.S Bancorps with an emphasis on retail and commercial banking and they are the companies with whom we

compete for customer market share Other companies that provide financial or similar services and are within the

asset size range represented by our peer group have significantly different businesses and business strategies from

ours Some of our peer companies are significantly larger than we are and some are significantly smaller Within

this broad range U.S Bancorp is at the 66th percentile rank in asset size of this peer group All of these peer

companies are included in the KBW Bank Index which we believe is the most appropriate stock market index to

use for financial comparison purposes and which is used in the Stock Performance Chart presented on page 144

of our 2012 Annual Report

The Compensation Committee believes that it is appropriate to monitor relative compensation amounts with

respect to the same peer group that is used by management and the Board for financial performance

comparisons and that this group represents our primary industry competitors for executive talent
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Compensation Market Checks

In January of each year at the time that compensation decisions are made with respect to amounts of annual

incentive awards and long-term incentive awards the Compensation Committee reviews the past years company

performance relative to the peer group in the profitability measures primarily used by the Board in assessing

corporate performance as well as in relative levels of total shareholder return TSR stock price performance

and company valuation This review serves as check on the appropriateness of the equity award levels that have

been set by the Compensation Committee as well as the appropriateness of the cash bonus funding levels that

result from the application of the formula contained in the annual cash incentive plan

In January 2013 when the Compensation Committee reviewed 2012 corporate performance in accordance with

this process the committee discussed the companys one- two- three- and five-year TSR in addition to ten-year

TSR and other performance measures The Compensation Committee noted that the companys one-year TSR of

21 .0% was higher than that of the SP 500 and higher than the prior years one-year TSR Although our one-year

TSR was below the median of our peer group the Compensation Committee noted that our two-year TSR was

the highest among our peer group demonstrating that the unusually high one-year TSR of number of our peers

was not sufficient to offset their relatively poor stock performance during the prior year The committee also

discussed our companys steady positive short- and longer-term TSR over the past several years which were

achieved during time of uncertainty and stress for the financial services industry and contrasted sharply with the

more volatile stock performance of many of our peers After also considering absolute and relative profitability

measures as well as company valuation the Compensation Committee concluded that the compensation

decisions that were made in accordance with our compensation program were appropriate when viewed in the

context of overall performance

Later in the year after complete compensation information is known for our peer group for the preceding fiscal

year the Compensation Committee conducts more specific comparison of relative total compensation levels for

the NEOs against various relative one- three- and five-year performance measures In performing this check

during 2012 the Compensation Committee reviewed the following performance measures against the grant date

value of executive compensation earned in 2011

Percent Rank Relative to Peer Groupt1

100%

75%

50%

25%

0%

100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Source SNL and FactSet TSR data is as of December 31 2011 The peer group companies are listed under the heading 2012

U.S Bancorp Peer Group on page 35 of this proxy statement Percent rank relative to peer group computed as the rank of the Companys

value in data set as percentage of the data set

Return on average assets computed as fiscal year FY net income as percentage of ii average assets Three-year and five-year

performance catculated by adding the return in each year and dividing by or as applicable

100%

1-Year 3-Year 5-Year CEO 2011 TDC Other NEO 2011 TDC

36 U.S Bancorp 2013 Proxy Statement



Compensation Discussion and Analysis

Return on average common equity computed as FY net income available to common shareholders as percentage of ii average

common equity Three-year and five-year performance calculated by adding the return in each year and dividing by or as applicable

Efficiency Ratio computed as noninterest expense divided by the sum of net interest income on taxable-equivalent basis and noninterest

income excluding securities gains losses Three-year and five-year performance calculated by adding the ratio in each year and dividing by

or as applicable

Total shareholder return computed as common stock value appreciation over the performance period plus reinvestment of dividends and the

compounding effect of dividends paid on reinvested dividends

Revenue growth computed as FY revenue divided by revenue for the relevant prior
FY minus ii Revenue is computed as the sum of

FY net interest income on taxable-equivalent basis and noninterest income These numbers were not adjusted for certain significant

acquisitions by our peers during these time periods that positively impacted their revenue growth

Net income growth computed as FY net income divided by net income for the relevant prior FY minus ii These numbers were not

adjusted for certain significant acquisitions by our peers during these time periods that positively impacted their net income growth Net

income growth excludes all peer companies with negative net income growth during the relevant time period

EPS growth computed as FY diluted earnings per share divided by diluted earnings per share for the relevant prior FY minus ii These

numbers were not adjusted for certain significant acquisitions by our peers during these time periods that positively impacted their earnings

per share growth EPS growth excludes all peer companies with negative EPS growth during the relevant time period

These market checks are used to assess the alignment of relative compensation levels within the peer group with

relative performance levels within the group to ensure that relative levels of pay are competitive with those of the

companies with whom the company competes for executive talent while remaining reasonable and appropriate

The Committee believes that the relative compensation of our NEOs within our peer group is appropriate given

that U.S Bancorp is at the 66th percentile rank of that group in asset size and has consistently led its peers in the

common industry measures of return on assets return on equity and efficiency ratio over the years

Tally Sheets

Each year after that years compensation determinations have been made tally sheet summarizing the following

information for each of the managing committee members including each of the NEOs is reviewed by the

Compensation Committee and the Board

total direct compensation

current value of outstanding vested and unvested equity awards based on year-end fair market values

deferred compensation balances

present value of accumulated pension benefits

value of perquisites and

value of termination benefits

Compensation Committee Consultant

The Compensation Committee retains Cook Co to

provide advice regarding compensation program design competitive practices market trends and peer group

composition

make recommendations to the Compensation Committee in setting the pay of our CEO

provide the same advisory services to the Compensation Committee and our CEO and executive vice

president of human resources regarding the compensation of the other managing committee members and

advise the Compensation Committee on director compensation

Cook Co does not provide any other services to our company
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The Compensation Committee reviews Cook Co.s independence annually In conducting this review in 2012 the

Compensation Committee considered

the absence of any other services Cook Co provides to the company

the amount of fees received by Cook Co from the company as percentage of Cook Co.s revenue

Cook Co.s compliance with its conflict of interest policies with respect to its engagement

the absence of any business or personal relationships between Cook Co or the individual advisors

employed by Cook Co working on U.S Bancorp matters and any Compensation Committee member

the absence of any business or personal relationships between U.S Bancorps executive officers and

Cook Co or the individual advisors employed by Cook Co and working on U.S Bancorp matters and

the lack of ownership of any U.S Bancorp stock by Cook Co and the individual advisors employed by

Cook Co and working on U.S Bancorp matters

Based on its review the Compensation Committee has concluded that Cook Co is independent of the company

and Cook Co.s work for the Compensation Committee does not raise any conflicts of interest

Risk Considerations in Setting Managing Committee Compensation
The Compensation Committee recognizes that the structure of our compensation program for managing

committee members to the extent that it rewards achievement of annual financial performance goals and consists

partly of awards tied to the companys stock value could lead to behaviors that focus executives on short-term

performance rather than on our companys long-term welfare If these behaviors were to occur they could weaken

the link between pay and performance and diminish the correlation between executive compensation and the

return realized by our shareholders

Taking carefully considered risks is an integral part of any business strategy and our compensation program is not

intended to encourage management decisions that eliminate risk Rather the combination of various elements in

our program is designed to encourage appropriate sensitivity to risk and mitigate the potential to reward risk-taking

that may produce short-term results that appear in isolation to be favorable but that may undermine the

successful execution of our long-term business strategy and negatively affect shareholder value Together with the

companys processes for strategic planning its internal control over financial reporting and other financial and

compliance policies and practices the design of our compensation program helps to discourage management
actions that demonstrate insensitivity to risk

The Compensation Committee has had formal process for overseeing these risks since 2008 when the

committee undertook formal and extensive review of our executive compensation program to assess whether

any aspect of the program would encourage any of our senior executive officers to take any unnecessary or

inappropriate risks that could threaten our companys value

As large financial services company we have been subject to continuing review of incentive compensation

policies and practices undertaken by the Federal Reserve Board since 2009 In the process of participating in that

review we have undertaken thorough analysis of every incentive compensation plan in the company the

individuals covered by each plan and the risks inherent in each plans design and implementation An Incentive

Review Committee was created to oversee that review and to provide more comprehensive oversight of the

relationship between the various kinds of risk we manage and our companys incentive compensation plans and

programs The Incentive Review Committee meets at least monthly and is responsible for the ultimate review and

recommendation of all company incentive plans This committee reviews plan elements such as plan participants

performance measures performance and payout curves or formulas how target level performance is determined

including whether any thresholds and caps exist how frequently payouts occur and the mix of fixed and variable

compensation that the plan delivers The plans and programs are also reviewed from the standpoint of

reasonableness e.g how target pay levels compare to similar plans for similar populations at other companies

and how payout amounts relate to the results which generate the payments how well the plans and programs are

38 U.S Bancorp 2013 Proxy Statement



Compensation Discussion and Analysis

aligned with U.S Bancorps goals and objectives and from an overall standpoint whether these plans and

programs represent an appropriate mix of short-term and long-term compensation

As part of this review by our Incentive Review Committee our management team including senior risk officers and

individuals from the compensation department have identified the risks inherent in these programs and have

modified plans and procedures where appropriate to mitigate certain potential risks For example all business line

incentive compensation plans with credit component track early defaults or defaults that occur within the first 12

months and must include provision that allows the company to offset future payments by the amount of the

previously paid incentives related to the early default In addition risk scorecard analysis measuring adequacy

of risk management is included in the annual performance reviews of all senior management-level employees

including the NEOs and serves as the basis for annual cash incentive compensation plan adjustments for those

employees The use of risk scorecards was expanded during 2012 to include all employees who have credit

responsibility and participate in annual corporate cash incentive plans The Incentive Review Committee has

reviewed its process with the Compensation Committee and discussed the areas where compensation-related

risks were being addressed by plan modifications or were mitigated by internal controls or otherwise

The Compensation Committee also conducts an annual risk assessment of the compensation packages and

components for the managing committee members The Compensation Committee assesses the incentives for

risk-taking contained in the compensation program and balances them with the other goals of the compensation

program The Compensation Committee meets at that time with our CFO chief credit officer chief risk officer

general counsel and executive vice president of human resources for specific discussion of the material risks our

company faces in order to assess those risks and the overall risk tolerance of the company approved by the

Board of Directors in relation to the levels of risk inherent in the compensation plans and programs and the

performance targets set each year

In evaluating the incentives for risk-taking in compensation plans and policies for managing committee members

the Compensation Committee considered the following risk-mitigating aspects of those plans and policies

Overall Compensation Program Risk Mitigation Factors

Long-term incentive focus The majority of the total compensation received by managing committee

members is in the form of equity awards with long-term vesting schedules which helps to ensure that

executives have significant value tied to long-term stock price performance and mitigates incentives to

manage the company with an excessive focus on short-term gain

Annual Incentive Risk Mitigation Factors

Broad corporate focus The starting point for setting the annual cash incentive award amounts for the

NEOs is overall corporate rather than business line performance This structure encourages the overall

achievement of annual goals important to our success while mitigating the incentives to take excessive

risks in order to achieve those goals that may exist where incentive amounts are more closely linked to

performance of business line managed by the individual

Specific risk performance analysis risk scorecard analysis is performed for all senior management

level employees including managing committee members and is reviewed by our Incentive Risk

Committee The results of this analysis may result in decreases in annual incentive compensation

amounts in cases of inadequate risk management

C/a wback policy The companys incentive compensation clawback policy discourages risk-taking that

would lead to improper financial reporting
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Long-Term Incentive Risk Mitigation Factors

Specific equity cancellation provisions Beginning in 2012 the equity award agreements for managing

committee members have contained provision that cancels the vesting of equity awards if it is

determined that the executive exhibited an inadequate sensitivity to risk that caused material adverse

impact on the company or the executives line of business

Choice of performance measure The performance RSUs use ROE as the measure of corporate

performance for determining the final number of units subject to the award Achieving high ROE

requires management decision-making process that establishes an appropriate balance between

achieving the highest return on invested capital and managing risk within the companys established risk

tolerance levels

Adjustment cap on RSU amounts The amount by which the performance RSU awards may be

adjusted under the performance formula is capped which limits the potential incentive to take excessive

risk in order to realize greater payout

Stock ownership requirements Executives are required to hold significant amounts of company stock

through ownership guidelines which is supported by policy prohibiting hedging and pledging of

company stock and which supports the alignment of executives interests with long-term shareholder

interests

Policy prohibiting hedging of shares Executives are prohibited from actions designed to hedge or offset

any decrease in the market value of our common stock

Stock Ownership

The Compensation Committee believes that significant ownership of our common stock by our managing

committee members directly aligns their interests with those of our other shareholders and also helps balance the

incentives for risk-taking inherent in equity-based awards We have had requirement for many years that our

senior executives hold significant amounts of company stock The current ownership requirements are

Officer Requirement

CEO base salary

Other managing committee members base salary

Unvested equity awards are not included in determining whether management committee member satisfies these

guidelines

Deductibility of Performance-Based Compensation

Cash incentive awards for the NEOs are determined using the formula contained in the annual cash incentive plan

and granted under our 2006 Executive Incentive Plan the EIP The EIP is designed to allow the company to

issue awards that qualify as performance-based compensation under Section 162m of the Internal Revenue

code as amended the Code Accordingly the annual incentive plan sets the maximum award level that can be

given to any NEO under the plan for any year at 0.2% of the companys net income for the year The

Compensation Committee then uses negative discretion to reduce the amount of an executives cash bonus award

to an amount that is determined based on the process described above This maximum award amount was

established principally to position the ElF to comply with regulations under Section 162m of the Internal Revenue

code as amended the Code and is not indicative of the expected level of actual awards

We review all compensation programs and payments to determine the tax impact on the company as well as on

the executive officers In addition we review the impact of our programs against other considerations such as
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accounting impact shareholder alignment market competitiveness effectiveness and perceived value to

employees Because many different factors influence well-rounded comprehensive executive compensation

program the Compensation Committee may award compensation that may not be deductible under

Section 162m of the Code

Compensation Decisions for Named Executive Officers

The information below discusses the 2012 total compensation for each NEO

Richard Davis

Mr Davis serves as our Chairman President and CEO

Mr Daviss annual cash incentive bonus was determined by the Compensation Committee beginning with the

companys Overall Bonus Funding Percentage as described above and considering the assessment of his strong

individual performance The Compensation Committee believes that as leader of the entire organization

Mr Daviss bonus amount should closely reflect the Overall Bonus Funding Percentage achieved by the entire

company

In assessing Mr Daviss individual performance during 2012 the Compensation Committee performed an

evaluation that identified and examined broad range of corporate and individual performance factors including

strong ethical company leadership

industry leadership in responding to legislative and regulatory developments

consistent and disciplined progress toward strategic goals

achievement of financial plans and

effective representation of the company with external constituents such as investors regulators customers

analysts rating agencies and media

Mr Daviss annual cash incentive bonus awarded was 123% of target

Davis Company Davis

Target Bonus as Overall Bonus Funding Bonus Awarded
of Salary of Target of Target

225% 122.7% 123%

The Compensation Committee increased Mr Daviss base salary in 2012 to demonstrate the Committees approval

of his leadership and the value of his 2012 long-term incentive award was 9.1% higher than the prior years

award The Compensation Committee believed that Mr Daviss long-term equity award should be increased over

the amount of the prior years award because of his outstanding leadership in the company the financial services

industry and the community his tenure in his position and the relative performance of the company under his

leadership compared to peer group companies His 2012 total direct compensation was as foHows compared to

2011

2012 Change 2011

Base Salary 1100042 12.8% 975037

Annual Cash Incentive Bonus 3044350 4.9% $3200000

Long Term Incentive 6000000 9.1% $5500000

Total Direct Compensation

base salary bonus and long-term incentive grant $10144392 4.9% $9675037
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Andrew Cecere

Mr Cecere serves as our Vice Chairman and CFO

Mr Ceceres annual cash incentive bonus was determined by the Compensation Committee as described above

beginning with the Overall Bonus Funding Percentage and increased based on his strong individual performance

and the recognition of his professional excellence throughout the organization and the industry

The Compensation Committee reviewed the CEOs evaluation of Mr Ceceres performance which included

the companys results exceeding its financial plans

strong balance sheet management

effective representation of the company with investors regulators analysts and rating agencies

strong support of investment strategic and regulatory initiatives including outstanding management of

Federal Reserve stress testing processes and results and

analysis and implementation relating to changing regulatory capital frameworks directly resulting in early

achievement of anticipated new capital requirements

His annual cash incentive bonus awarded was 129.3% of target

Cecere Company Cecere

Target Bonus as Overall Bonus Funding Bonus Awarded

of Salary of Target of Target

150% 122.7% 129.3%

The Compensation Committee increased Mr Ceceres base salary in 2012 based on its recognition of his tenure

and experience as one of the longest-serving CFOs in our peer group and the significant value he brings to the

company The value of Mr Ceceres 2012 long-term incentive award was 7.1% higher than the prior years award

The Compensation Committee believed that Mr Ceceres long-term equity award should be increased over the

amount of the prior years award in order to recognize his significant contributions to the company His 2012 total

direct compensation was as follows compared to 2011

2012 Change 2011

Base Salary 675026 8.0% 625024

Annual Cash Incentive Bonus $1309163 3.7% $1360000

Long-Term Incentive $3750000 7.1% $3500000

Total Direct Compensation

base salary bonus and long-term incentive grant $5734189 4.5% $5485024

Pamela Joseph

Ms Joseph serves as Vice Chairman of U.S Bancorp with responsibility for our payment services business and

as Chairman and Chief Executive Officer of Elavon Inc subsidiary of U.S Bancorp

Ms Josephs annual cash incentive bonus was determined by the Compensation Committee as described above

beginning with the Overall Bonus Funding Percentage increased to reflect the higher funding levels of the incentive

bonus pools of the business lines under her responsibility resulting from their stronger 2012 financial performance

and decreased as result of the risk scorecard analysis process relating to risk management results within her

business lines

The Compensation Committee also considered the CEOs evaluation of Ms Josephs performance which

included

the strong financial performance of the lines of business under her responsibility
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strong leadership of the varied aspects of her business lines including continued international expansion of

the Elavon business

successful responses to significant changes in regulatory requirements affecting her business line

increasing responsibility as payments leader and

leadership in corporate customer experience initiatives

Her annual cash incentive bonus awarded was 116.7% of target

Joseph
Target Bonus as

of Salary

Company
Overall Bonus Funding

of Target

2012 Change 2011

675026 11.8% 603773

984656 0.0% $1094000

$200c0oo $2000000

$3697773

Richard Hartnack

During 2012 Mr Hartnack served as Vice Chairman with responsibility for our consumer and small business

banking operations

Mr Hartnacks annual cash incentive bonus was determined by the Compensation Committee as described above

beginning with the Overall Bonus Funding Percentage and increased to reflect the higher funding levels of the

incentive bonus pools of the lines of business under his responsibility resulting from their stronger 2012 financial

performance

The Compensation Committee also considered the CEOS evaluation of Mr Hartnacks performance which

included

the strong financial performance of the lines of business under his responsibility

strong leadership of our consumer small business banking and mortgage divisions

strong succession planning and talent management in preparation for his retirement

demonstrated industry leadership

increased customer satisfaction and

successful efforts in increasing the companys distribution of retail financial services

His annual cash incentive bonus awarded was 139.3% of target

Hartnack Company Hartnack

Target Bonus as Overall Bonus Funding Bonus Awarded
of Salary of Target of Target

140% 122.7% 139.3%

Joseph
Bonus Awarded

of Target

116.7%125% 122.7%
______ ______

The Compensation Committee increased Ms Josephs base salary in 2012 based on her strong performance and

following several years without an increase Her 2012 total direct compensation was as follows compared to

2011

Base Salary

Annual Cash Incentive Bonus

Long-Term Incentive

Total Direct Compensation

base salary bonus and long-term incentive grant $3659682 .0%
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Mr Hartnacks 2012 total direct compensation was as follows compared to 2011

2012 Change 2011

Base Salary 603773 603773

Annual Cash Incentive Bonus $1177433 3.2% $1141000

Long-Term Incentive $1800000 $1 800000

Total Direct Compensation

base salary bonus and long-term incentive grant $3581 206 .0% $3544773

Richard Payne Jr

Mr Payne serves as Vice Chairman and has responsibility for our wholesale banking operations

Mr Paynes annual cash incentive bonus was determined by the Compensation Committee as described above

beginning with the Overall Bonus Funding Percentage and decreased to more closely reflect the lower funding

levels of the incentive bonus pools of the lines of business under his responsibility resulting from their 2012

financial performance

The Compensation Committee also considered the CEOs evaluation of Mr Paynes performance which included

the financial performance of the lines of business under his responsibility

his leadership in the continuing development of our wholesale banking division including expansion in the

capital markets business and

his leadership in establishing the companys municipal bond business

His annual cash incentive bonus awarded was 109.4% of target

Payne Company Payne

Target Bonus as Overall Bonus Funding Bonus Awarded

of Salary of Target of Target

125% 122.7% 109.4%

The value of Mr Paynes 2012 long-term incentive was 10% higher than the prior years award The Compensation

Commiftee believed that Mr Paynes long-term equity award should be increased over the amount of the prior

years award primarily in recognition of the success of his first year of responsibility for the middle-market

commercial banking operations His 2012 total direct compensation was as follows compared to 2011

2012 Change 2011

Base Sary 500019 500019

Annual Cash Incentive Bonus 683750 27.1% 937500

Long-Term Incentive $2200000 10 $2000000

Total Direct Compensation

base salary bonus and long-term incentive grant $3383769 1.6% $3437519
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COMPENSATION COMMITTEE REPORT

The Compensation and Human Resources Committee has reviewed and discussed the Compensation Discussion

and Analysis with management Based upon this review and discussion the Compensation and Human Resources

Committee recommended to the Board of Directors that the Compensation Discussion and Analysis be included in

this proxy statement and in our 2012 Annual Report on Form 10-K

Compensation and Human Resources Committee of the Board of Directors of U.S Bancorp

Jerry Levin Chair David OMaley

Victoria Buyniski Gluckman Patrick Stokes

Arthur Collins Jr
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table shows the cash and non-cash compensation for each of the last three fiscal years awarded to

or earned by the individuals who served as our CEO or CEO during 2012 and each of our three other most highly

compensated executive officers in 2012

change in

Pension

Value and

Non-Qualified

Non-Equity Deferred

Stock Option Incentive Plan Compensation All Other

Name and Salary Awards Awards Compensation Earnings Compensation Total

Principal Position Year $1 $i2i $i3i $i4i $i5i

Richard Davis 2012 1100042 3000000 3000000 3044350 8051875 17572 18213839

Chairman President and 2011 975037 2750000 2750000 3200000 3930307 14114 13619458

Chief Executive Officer 2010 975037 9500000 2500000 3115125 2666929 14114 18771205

2012 675026 1875000 1875000 1309163 1885417 30185 7649791

2011 625024 1750000 1750000 1360000 954753 32163 6471940

2010 603773 5500000 1500000 1313000 918078 13754 9848605

2012 675026 1000000 1000000 984656 3022698 16619 6698999

2011 603773 1000000 1000000 1094000 1536113 12975 5246861

2010 603773 2720000 850000 1192000 1070276 28988 6465037

Andrew Cecere

Vice Chairman and

Chief Financial Officer

Pamela Joseph

Vice Chairman

Payment Services

Richard Hartnack161

Vice Chairman

Consumer and Small

2012 603773 900000 900000 1177433 726518 29720 4337444

2011 603773 900000 900000 1141000 35369 29200 3609342

2010 603773 1600000 800000 1285000 235663 20780 4545216

Business Banking

Richard Payne Jr 2012 500019 1100000 1100000 683750 403888 29720 3817377

Vice Chairman 2011 500019 1000000 1000000 937500 354213 29200 3820932

Wholesale Banking 2010 460018 1600000 800000 845000 120206 22104 3847328

Notes on Stock Awards

The amounts in this column are calculated based on the number of restricted shares or units awarded and the fair market value of

U.S Bancorp common stock on the date the award was made in accordance with Financial Accounting Standards Board FASB
Accounting Standards Codification ASC Topic 718

The 2012 values in this table reflect the fair market value of each officers target payout for the 2012 performance-based restricted stock

units on the grant date Each of these officers had the number of units subject to these awards increased to 129.4% of their respective

target amounts based on our actual 2012 performance compared to the targets set in the award agreements The fair market value of the

maximum potential payout amounts for these awards on the grant date were as follows Mr Davis $4500000 ii Mr Cecere

$2812500 iii Ms Joseph $1500000 iv Mr Hartriack $1350000 and Mr Payne $1650000

The 2011 values in this table reflect the fair market value of each officers target payout for the 2011 performance-based restricted stock

units on the grant date Each of these officers had the number of units subject to these awards increased to 140.6% of their respective

target amounts based on our actual 2011 performance compared to the targets set in the award agreements The fair market value of the

maximum potential payout amounts for these awards on the grant date were as follows Mr Davis $4125000 ii Mr Cecere

$2625000 iii Ms Joseph $1500000 iv Mr Hartriack $1350000 and Mr Payne $1500000

On February 16 2010 we made two grants of performance-based restricted stock unit awards to these officers One grant was the annual

long-term incentive grant to these officers and the other was special one-time retention equity award to the officers The 2010 values in

this table reflect the fair market value of each officers target payout on the grant date for the two awards For each officers 2010

performance-based restricted stock units each of these officers had the number of units subject to these awards increased to 141.9% of

their respective target amounts based on our actual 2010 performance compared to the targets set in the award agreements The fair

market value of the target and maximum potential payout amounts for these awards on the grant date were as follows Mr Davis

$2500000 target and $3750000 maximum ii Mr Cecere $1 500000 target and $2250000 maximum iii Ms Joseph $850000

target and $1 275000 maximum and iv Messrs Hartnack and Payne $800000 target and $1 200000 maximum

The special one-time retention equity awards would only vest if the average of our annual ROE in 2010 2011 and 2012 was at or above

the 50th percentile of the average annual peer group ROE during this three-year period Our average annual ROE during this period was at

the 100th percentile of the peer group and the awards will vest in accordance with their terms Target payouts are the same as the

maximum payouts for those awards and are as follows Mr Davis $7000000 ii Mr Cecere $4000000 iii Ms Joseph $1870000

and iv Messrs Hartnack and Payne $800000
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The amounts in this column are based on the fair value of the stock option awards as estimated using the Black-Scholes option-pricing

model The assumptions used to arrive at the Black-Scholes value are disclosed in Notes 17 18 and 18 to our consolidated financial

statements in our 2012 2011 and 2010 Annual Reports on Form 10-K respectively

The amounts in this column relate to awards granted under our EIP The EIP and these awards are discussed above in the Compensation

Discussion and Analysis section of this proxy statement

The amounts in this column represent the increase in the actuarial net present value of all future retirement benefits under the U.S Bank

Pension Plan and the U.S Bancorp Non-Qualified Retirement Plan The increase in value is primarily due to significant decrease in the

discount rate an increase in pay an increase in the age of the officers and the officers years of service All of the pension benefits for

Messrs Davis and Payne and Ms Joseph are based on their respective highest five consecutive years average pay For Mr Cecere the

aggregate supplemental benefits are based on his final three consecutive years average pay and his remaining pension benefits accrue

using the cash balance formula of our pension plan as described below under the heading Pension Benefits Defined Benefit Pension

Plans Mr Hartnack is eligible for fixed amount of total retirement benefits which is reduced by benefits he earned at his former

employers as further explained below under the heading Pension Benefits Supplemental Retirement Benefits Pay includes both base

pay and cash incentive awards earned in the applicable year

The net present values of the pension benefits as of December 31 2012 2011 and 2010 used to calculate the net change in pension

benefits were determined using the same assumptions used to determine our pension obligations and expense for financial statement

purposes See Note 16 to our consolidated financial statements included in our 2012 Annual Report on Form 10-K for these specific

assumptions Additional information about our Pension Plan and Non-Qualified Retirement Plan is included below under the heading

Pension Benefits We have not provided above-market or preferential earnings on any nonqualified deferred compensation and

accordingly no such amounts are reflected in this column

Notes on Other Compensation

The following table describes each component of the All Other Compensation column for 2012

Parking Matching Contribution Reimbursement of Executive Home Security

Reimbursement into 401k Savings Financial Planning Physical System Other Total

Name Plan Expenses Expenses

Mr Davis 3180 10000 2116 2276 17572

Mr Cecere 3180 10000 16366 639 30185

Ms Joseph 10000 5750 869 1619

Mr Hartnack 3180 10000 16540 29720

Mr Payne 3180 10000 16540 29720

Represents $500 cash award and related $369 tax gross up

The company occasionally allows its executives the personal use of tickets for sporting and special events previously acquired by the

company for the purpose of business entertainment There is no incremental cost to the company for the use

Mr Hartnack retired from his position as Vice Chairman Consumer and Small Business Banking on March 2013

Grants of Plan-Based Awards

The following table summarizes the equity and non-equity plan-based awards granted in 2012 to the executive

officers named in the Summary Compensation Table The first line of information for each executive contains

information about the 2012 cash awards paid in February 2013 that each executive was eligible to receive under

our EIP and the remaining information relates to performance-based restricted stock units and stock options

granted in 2012 under our 2007 Stock Plan
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Grants of Plan-Based Awards for Fiscal 2012

All Other

Estimated Future
Option

Awards Grant DateDate of

Compensation
Payouts Under Non-

Number of Exercise or Fair Value of

Committee
Equity Incentive Plan Estimated Future Payouts Under

Securities Base Price Stock and
Awardsihi Equity Incentive Plan Awards

Meeting Underlying of Option Option

Grant at Which Grant Target Maximum Threshold Target Maximum Options Awards Awards

Name Date Was Approved $/Sh $3

Richard Davis 2475000 11294000

2/15/12 1/16/12 26196 104785 157177 3000000

2/15/12 1/16/12 294696 28.63 3000000

Andrew Cecere 1012500 11294000

2/15/12 1/16/12 16372 65490 98234 1875000

2/15/12 1/16/12 184187 28.63 1875000

Pamela Joseph 843750 11294000

2/15/12 1/16/12 8732 34928 52392 1000000

2/15/12 1/16/12 98233 28.63 1000000

Richard Hartnack 845250 11294000

2/15/12 1/16/12 7856 31435 47151 900000

2/15/12 1/16/12 88410 28.63 900000

Richard Payne Jr 625000 11294000

2/15/12 1/16/12 9604 38421 57630 1100000

2/15/12 1/16/12 108056 28.63 1100000

These columns show the potential payments for each of these executive officers under our EIP in 2013 for 2012 performance The actual

bonus incentive amounts paid based on our performance are reported above in the Non-Equity Incentive Plan Compensation column in the

Summary Compensation Table Additional information regarding our cash bonus incentives is included above in Compensation Discussion

and Analysis Compensation Components Annual Cash Incentive Awards

Our EIP provides the opportunity for each participant ri the plan to earn bonus incentive amount equal to or less than 0.2% of our net

income for the performance year Our net income for the 2012 fiscal year was $5.647 billion and 0.2% of net income was $1 1.294 million

The fair value of the performance-based restricted stock units was calculated using the target number of units multiplied by the closing

market price of share of our common stock on the grant date The Black-Scholes option pricing model was used to estimate the grant

date fair value of the options in this column Use of this model should not be construed as an endorsement of its accuracy All stock option

pricing models require predictions about the future movement of the stock price The assumptions used to develop the grant date

valuations for the options granted on February 15 2012 were risk-free rate of return of 0.94% dividend rate of 2.6% volatility rate of

49.18% quarterly reinvestment of dividends and an average term of 5.5 years No adjustments have been made for non-transferability or

risk of forfeiture The real value of the stock options in this table will depend on the actual performance of our common stock during the

applicable period and the fair market value of our common stock on the date the options are exercised

These performance-based restricted stock unit awards vest at 25% per year with vesting dates of February 15 2013 2014 2015 and

2016 The target number of award units is adjusted upward or downward using sliding scale based on our 2012 ROE result versus

predetermined target and ii our ROE ranking within our peer group The performance-based restricted stock unit awards accrue an amount

equal to the dividends paid on our shares of common stock which is paid at the end of the performance period on the number of shares

actually earned after the performance adjustment Based on our actual 2012 performance compared to the targets set in the award

agreements for each officers 2012 performance-based restricted stock units each of these officers had the number of units subject to

these awards increased to 129.4% of their respective target amounts Additional information regarding these performance-based restricted

stock unit awards is included above in Compensation Discussion and Analysis Compensation Components Long-Term Incentive

Awards and the actual number of units received by each officer after this adjustment is included in the Outstanding Equity Awards at

2012 Fiscal Year-End table below

These stock options were granted on February 15 2012 and vest at 25% per year with vesting dates of February 15 2013 2014 2015

and 2016
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Outstanding Equity Awards

The following table shows the unexercised stock options and the unvested restricted stock and restricted stock

units held at the end of fiscal year 2012 by the executive officers named in the Summary Compensation Table

Outstanding Equity Awards At 2012 Fiscal Year-End

Name

Richard Davis

Option Awards Stock Awards

Number of

Number of Number of Shares or Market

Securities Securities Units of Value of

Underlying Underlying Stock Shares or

Unexercised Unexercised Option That Have Units of

Options Options Exercise Option Not Stock That

Price Expiration vested Have Not

Exercisable Unexercisable Date vested $1

2946962 28.63 2/15/2022

65043 195129s 28.70 2/16/2021

150061 150061 23.86 2/16/2020

229218 76407 25.35 10/22/2019

1457726 31.04 1/16/2018

919118 35.76 1/17/2017

548297 30.00 1/17/2016

519010 30.40 1/18/2015

286900 28.50 1/20/2014

135589 4330713
101 o397 3227186
74339 2374388

293378 9370493
2157310 689042

Andrew Cecere 1841872 28.63 2/15/2022

41391 124173 28.70 2/16/2021

90037 90037 23.86 2/16/2020

137530 45844 25.35 10/22/2019

874636 31.04 1/16/2018

321691 35.76 1/17/2017

250650 30.00 1/17/2016

237262 30.40 1/18/2015

124300 28.50 1/20/2014

847426 2706659
64299 2053710
446038 1424620

167644 5354549

1294610 413495

Pamela Joseph 982332 28.63 2/15/2022

23651 70956 28.70 2/16/2021

51021 23.86 2/16/2020

7562011 5854011 13.10 3/2/2019

583090 31.04 1/16/2018

275735 35.76 1/17/2017

219319 30.00 1/17/2016

207604 30.40 1/18/2015

38479 28.50 1/20/2014

451966 1443560
36741 1173508

252748 807252

78373 2503234
1419510 453388

Richard Hartnack 884102 28.63 2/15/2022

21287 63862 28.70 2/16/2021

48021 23.86 2/16/2020

55097 13.10 3/2/2019

466472 31.04 1/16/2018

275735 35.76 1/17/2017

119319 30.00 1/17/2016

406756
33067
237888

33528
1336110

1299160

1056160

759789

1070884

426750

U.S Bancorp 2013 Proxy Statement 49



Executive Compensation

Option Awards Stock Awards

Number of

Number of Number of Shares or Market

Securities Securities Units of Value of

Underlying Underlying Stock Shares or

Unexercised Unexercised Option That Have Units of

Options Options Exercise Option Not Stock That

Price Expiration
Vested Have Not

Name Exercisable Unexercisable Date Vested $ih

Richard Payne Jr 1080562 28.63 2/15/2022

23651 70956 28.70 2/16/2021

48020 48021 23.86 2/16/2020

6528911 55097f 13.10 3/2/2019

510204 31.04 1/16/2018

294118 35.76 1/17/2017

118194 31.81 7/24/2016

497146 1587865

36741 1173508

237886 759789

33528 1070884

13361
10 426750

The amounts in these columns are calculated using per share value of $31 .94 the closing market price of share of our common stock on

December 31 2012 the last business day of the year

These non-qualified stock options vest at the rate of 25% per year with vesting dates of February 15 2013 2014 2015 and 2016

These non-qualified stock options vest at the rate of 25% per year 25% vested on February 201 with remaining vesting to occur on

February 16 2013 2014 and 2015

These non-qualified stock options vest at the rate of 25% per year 25% vested on each of February 16 2011 and 2012 with remaining vesting

to occur on February 16 2013 and 2014

These non-qualified stock options vest at the rate of 25% per year 25% vested on each of October 22 2010 2011 and 2012 with remaining

vesting to occur on October 22 2013

These performance-based restricted stock units the number of which was determined based on our actual 2012 performance compared to the

targets set in the applicable award agreements vest at the rate of 25% per year with vesting dates of February 15 2013 2014 2015 and 2016

These performance-based restricted stock units the number of which was determined based on our actual 2011 performance compared to the

targets set in the applicable award agreements vest at the rate of 25% per year 25% vested on February 16 2012 with remaining vesting to

occur on February 16 2013 2014 and 2015

These performance-based restricted stock units the number of which was determined based on our actual 2010 performance compared to the

targets set in the applicable award agreements vest at the rate of 25% per year 25% vested on each of February 16 2011 and 2012 with

remaining vesting to occur on February 16 2013 and 2014

Since the average of our annual ROE in 2010 2011 and 2012 was at or above the 50t5 percentile of the average annual peer group ROE during

this three-year period these retention performance-based restricted stock units will vest at the rate of 50% on the third anniversary of the grant

date and 25% on each of the fourth and fifth anniversaries of the grant date with vesting dates of February 16 2013 2014 and 2015

10 These performance-based restricted stock units the number of which was determined based on our actual 2009 performance compared to the

targets set in the applicable award agreements vest at the rate of 25% per year 25% vested on each of March 2010 2011 and 2012 with

remaining vesting to occur on March 2013

These non-qualified stock options vest at the rate of 25% per year 25% vested on each of March 2010 2011 and 2012 with remaining

vesting to occur on March 2013
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Option Exercises and Stock Vested

The following table summarizes information with respect to stock option awards exercised and restricted stock and

restricted stock unit awards vested during fiscal 2012 for each of the executive officers named in the Summary

Compensation Table

Option Exercises and Stock Vested for Fiscal 2012

Option Awards Stock Awards

Number of Shares Value Realized on Number of Shares Value Realized on

Acquired on Exercise Exercise Acquired on Vesting Vestin

Name $1

Richard Davis 235591 2476745 92421 2672455

Andrew Cecere 156054 1599108 56676 1638522

Pamela Joseph 151021 2383239 39076 1135707

Richard Hartnack 498573 3970050 36273 1054450

Richard Payne Jr 100000 1992212 37498 1089546

Value determined by subtracting the exercise price per share from the market value per share of our common stock on the date of exercise

and multiplying the difference by the number of shares acquired on exercise

Value determined by multiplying the number of vested shares or units by the opening market price of share of our common stock on the

vesting date or on the next business day in the event the vesting date is not on business day

Pension Benefits

Defined Benefit Pension Plans

The U.S Bank Pension Plan was created through the merger of the former U.S Bancorps career average pay

defined benefit plan known as the U.S Bancorp Cash Balance Pension Plan and the former Firstar

Corporations non-contributory defined benefit plan which was primarily final average pay plan Under the

U.S Bank Pension Plan benefits are calculated using final average pay formula based upon the employees

years of service and average salary during the five consecutive years of service in which compensation was the

highest during the ten years prior to retirement with normal retirement age of 65 Effective January 2010 the

company established new cash balance formula for certain current and all future eligible employees Participants

will receive annual pay credits based on eligible pay multiplied by percentage determined by their age and years

of service Participants will also receive an annual interest credit Participants in the pension plan that elected to

receive pension benefits using the cash balance formula had their existing benefits in the pension plan frozen and

will earn future benefits under the cash balance formula Substantially all employees are eligible to receive benefits

under the U.S Bank Pension Plan Participation requires one year of service with U.S Bancorp or its affiliates and

vesting of benefits requires five years of service for benefits under the final average pay formula and three years of

service for benefits under the post-2009 cash balance formula Mr Cecere was the only officer named in the

Summary Compensation Table in this proxy statement that elected to receive pension benefits using the cash

balance formula

Although no new benefits are accrued under the former U.S Bancorp Cash Balance Pension Plan and Firstar

Corporations plan for service after 2001 benefits previously earned under those plans have been preserved and

will be part of retirees total retirement benefit In order to preserve the relative value of benefits that use the final

average pay formula subsequent changes in compensation but not in service may increase the amount of those

benefits

Federal laws limit the amount of compensation we may consider when determining benefits payable under

qualified defined benefit pension plans We also maintain non-contributory non-qualified retirement plan that pays

the excess pension benefits that would have been payable under our current and prior qualified defined benefit

pension plans if the federal limits were not in effect This non-qualified plan also provides additional supplemental

benefits for certain of our executive officers
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Mr Davis earned benefits under the former Firstar Corporation plan that will be included in his ultimate retirement

benefits Mr Cecere earned benefits under the former U.S Bancorp Cash Balance Pension Plan that will be

included in his ultimate retirement benefits Ms Joseph Mr Hartnack and Mr Payne became employees in 2001

2005 and 2006 respectively and did not earn benefits under either of these prior plans

Supplemental Retirement Benefits

Certain of our executive officers including all cf the NEOs except for Mr Payne are eligible for supplemental

benefit that augments benefits earned under the U.S Bank Pension Plan and the non-qualified excess benefits

discussed above Except for Mr Hartnack the supplemental benefit ensures that eligible executives receive total

retirement benefit equal to fixed percentage of the executives final average cash compensation For purposes of

this supplemental benefit final average cash compensation includes annual base salary annual cash bonuses and

other cash compensation awards as determined by the Compensation and Human Resources Committee As

discussed below Mr Hartnacks supplemental benefit is fixed annual amount Eligibility for these supplemental

benefits has been determined by the Compensation and Human Resources Committee based on individual

performance and level of responsibility

Vesting of the supplemental benefit is generally subject to certain conditions including that an executive officer

provide certain number of years of service determined by the Compensation and Human Resources Committee

Mr Davis is eligible for an amount of total retirement benefits at age 62 equal to 60% of the average cash

compensation during his five consecutive years of service in which he is most highly compensated and he is fully

vested in these benefits Mr Cecere is eligible for an amount of total retirement benefits at age 65 equal to 55% of

the average cash compensation during his final three years of service reduced by his estimated retirement benefits

from Social Security Mr Cecere is fully vested in portion of his supplemental benefit with his vested portion

increasing on pro rata basis up to age 60 Ms Joseph is eligible for an amount of total retirement benefits at

age 62 equal to 55% of the average cash compensation during her five consecutive years of service in which she

is most highly compensated She will become vested in the supplemental benefit at age 56 Mr Hartnack is

eligible for an amount of total retirement benefits at age 65 of $500000 per year reduced by benefits he earned

at his former employers Union Bank of California and First Chicago Corporation which will provide benefits of

approximately $350000 per year at age 65 Mr Hartnack is fully vested in his supplemental benefit

For Messrs Davis and Hartnack and Ms Joseph the standard form of payment of the supplemental benefit is

ten-year certain single life annuity For portion of Mr Ceceres supplemental benefit the standard form is either

lump sum or joint and survivor annuity depending on the size of the award and for the remaining portion of the

benefit the standard form is joint and survivor annuity Each of Messrs Davis Cecere and Hartnack and

Ms Joseph have the option of electing to receive his or her supplemental benefit in other various forms of annuity

benefits In general this election must be made prior to the applicable officers retirement date In addition

Mr Davis has the option to elect to receive the pre-2005 portion of his supplemental benefit as lump sum

distribution and Mr Cecere has the option to elect to receive his entire supplemental benefit as lump sum This

election must be made at least 12 months prior to the applicable officers retirement date The amount of the lump

sum distribution equals the actuarial equivalent of the annuity form of payment and is calculated using the same

actuarial assumptions for our pension plan obligations discussed in Note 16 to our consolidated financial

statements included in our 2012 Annual Report on Form 10-K The means of calculating the various annuity

benefits is described in the pension plan
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U.S Bancorp Non-Qualified Retirement Plan

Supplemental Benefits

Excess Benefit

U.S Bank Pension Plan

Total 22013060

Andrew Cecere

U.S Bancorp Non-Qualified Retirement Plan

Supplemental Benefits 27 2314770

Excess Benefit 27 2294440

U.S Bank Pension Plan 27 387071

Total 4996281 141

Pamela Joseph

U.S Bancorp Non-Qualified Retirement Plan

Supplemental Benefits 19 5769414
Excess Benefit 19 1303913

U.S Bank Pension Plan 19 274597

Total 7347924

Richard Hartnack

U.S Bancorp Non-Qualified Retirement Plan

Supplemental Benefits 1123919

Excess Benefit 523191

U.S Bank Pension Plan 302556

Total 194966616

Richard Payne Jr

U.S Bancorp Non-Qualified Retirement Plan

Supplemental Benefits N/A N/A

Excess Benefit 873988

U.S Bank Pension Plan 271733

Total 11457216

The measurement date and material actuarial assumptions applied in quantifying the present value of the current accrued benefits are

discussed in Note 16 to our consolidated financial statements included in our 2012 Annual Report on Form 10-K These assumptions

include the use of 3.8% discount rate for the supplemental and excess plans 4.1% discount rate for the qualified pension plan and the

RP 2000 mortality table projected to 2013 The average pay used for the benefit calculations was historical pay through the measurement

date December 31 2012

The amounts in this column were calculated based on the earliest age at which the applicable officer is entitled to receive unreduced

retirement benefits and ignore any vesting requirements The earliest age of unreduced retirement benefits is 62 for Mr Davis and

Ms Joseph and 65 for Messrs Cecere Hartnack and Payne

In the event of the death of one of the officers in this table pre-established percentage of the officers pension benefits will be paid to the

officers beneficiary The actual percentage paid to the beneficiary is dependent on the form of payment of benefits elected by the officer

The default percentage is 50% to the officers spouse An additional lump sum death benefit may be payable based on certain actuarial

calculations Except with respect to Ms Joseph the present value of the payments to an officers beneficiary would not exceed the total

present value of accumulated benefits shown in this column The amounts payable upon the death of Ms Joseph are discussed below

under the heading Potential Payments Upon Termination or Change-in-Control Employment Agreement with Pamela Joseph

Mr Davis is eligible to begin receiving his U.S Bank Pension Plan benefit and the pre-2005 portion of his excess and supplemental benefits

upon retirement on or after reaching age 55 The remainder of his excess and supplemental benefits are payable upon the later of age 62

or retirement The portion of his benefits available at retirement and age 55 are reduced by an early retirement benefit formula specified in

the applicable plan for each year prior to him reaching age 62 The early retirement benefit formula reduces the annual pension benefit

Executive Compensation

Pension Benefits Table

The following table summarizes information with respect to each plan that provides for payments or other benefits

at following or in connection with the retirement of any of the executive officers named in the Summary

Compensation Table

Number of Present

Years Value of Payments
Credited Accumulated During Last

Service Benefits Fiscal Year

Name Plan Name $l2

Richard Davis

19 17454493

19 4061482

19 497085
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amount payable to Mr Davis due to the longer benefit payment period related to the earlier commencement of benefits Assuming that

Mr Davis had retired at the end of 2012 and his benefit payments commenced upon reaching age 55 the present value of his total

accumulated pension benefits calculated under the early retirement benefit formula would be approximately $489000 greater than the total

present value of accumulated benefit amount disclosed for him in this table

Mr Cecere is eligible to begin receiving his U.S Bank Pension Plan benefit and the pre-2005 portion of his excess and supplemental

benefits upon retirement at any age The remainder of his excess and supplemental benefits are payable upon the later of age 62 or

retirement If any of the vested benefits are paid before Mr Cecere reaches age 65 the benefits are reduced by certain early retirement

benefit formulas specified in the applicable plan for each year prior to Mr Cecere reaching age 65 These early retirement benefit formulas

reduce the annual pension benefit amount payable to Mr Cecere due to the longer benefit payment period related to the earlier

commencement of benefits The early retirement reduction formulas are slightly more favorable than standard actuarial factor As result

any portion of the benefit disclosed above that is paid out at the earlier date would be slightly larger than the amounts shown above

Includes supplemental benefit amounts which Ms Joseph may not be entitled to receive because those amounts will not vest until

December 2014 Ms Joseph is not eligible to begin receiving her vested supplemental or excess benel9ts before she reaches age 62 Early

retirement would not increase the amounts disclosed for her in the table

Messrs Hartnack and Payne are currently vested in 100% of their pension benefits

Nonqualified Deferred Compensation

Under the U.S Bank Executive Employees Deferred Compensation Plan 2005 Statement the Executive Deferred

Compensation Plan members of our senior management including all of our executive officers may choose to

defer all or part of their annual base salary and annual bonus amounts The minimum amount that can be

deferred in any calendar year is $1 000 Cash compensation that is deferred is deemed to be invested in one of

several investment funds including U.S Bancorp common stock fund as selected by the participant

Shown below are the rates of return for each of the investment options also known as measurement funds

available under the Executive Deferred Compensation Plan for the period from January 2012 through

December 31 2012

Fund Name FY 2012 Returns

Stable Value Fund .64%

Bond Index Fund 4.07%

Active Bond Fund 10.25%

US Large Cap Equity Index Fund 15.87%

Active US Large Cap Equity Fund 12.08%

18.37%US Small-Mid Equity Index Fund

Active US Small-Mid Equity Fund 15.89%

International Equity Index Fund 18.87%

Active International Equity Fund 17.54%

Deferred Savings U.S Bancorp Stock Fund 20.31%

Amounts deferred under the Executive Deferred Compensation Plan are credited with earnings and investment

gains and losses by assuming that deferred amounts were invested in one or more of the hypothetical investment

options selected by the plan participant Plan participants are allowed to change their investment elections at any

time but the changes are only effective at the beginning of the following calendar quarter The measurement funds

are merely measuring tools to determine the amount by which account balances will be debited or credited to

reflect deemed investment returns on deferred compensation

Although the plan administrator has established procedures permitting plan participant to reallocate deferred

amounts among these investment alternatives after the initial election to defer the election to defer is irrevocable

and the deferred compensation will not be paid to the executive officer unti his or her retirement or earlier

termination of employment At that time the participant will receive depending upon the investment alternative

selected by the executive officer payment of the amounts credited to his or her account under the plan in

lump-sum cash payment in shares of our common stock or in up to 20 annual cash installments If participant

dies before the entire deferred amount has been distributed the undistributed portion will be paid to the

participants beneficiary The benefits under the plan otherwise are not transferable by the participant
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Prior to the establishment of the Executive Deferred Compensation Plan members of our senior management

could defer annual salary and annual bonus compensation into prior U.S Bancorp deferred compensation plan

Under our prior plan participant could defer the profit amount associated with U.S Bancorp stock options or

other equity awards Mr Davis has deferred amounts under our prior plan

The following table summarizes information with respect to the participation of the executive officers named in the

Summary Compensation Table in any defined contribution or other plan that provides for the deferral of

compensation on basis that is not tax-qualified

Non qualified Deferred Compensation

Executive Registrant Aggregate

contributions in contributions in Aggregate Earnings Withdrawals Aggregate Balance

Last FY Last FY in Last FY Distributions at Last FYE

Name $1

Richard Davis 361514 21412902

Andrew Cecere

Pamela Joseph

Richard Hartnack

Richard Payne Jr

The amount reported in this column represents the change during the last fiscal year in the value of the underlying investment fund or

U.S Bancorp stock fund in which the executive officers deferred amounts were deemed to be invested and any increases in the deferred

amounts due to dividends payable upon those funds

Of this amount $776000 represents deferrals of cash compensation from prior years that were reported in the Summary Compensation

Table in our proxy statement for the relevant years The remaining balance represents the cumulative earnings on the original deferred

amounts

Potential Payments Upon Termination or Change-in-Control

Payments Made Upon Termination

Except as discussed below under Potential Payments Upon Change-in-Control and Employment Agreement

with Pamela Joseph if the employment of any of Messrs Davis Cecere Hartnack or Payne or Ms Joseph is

voluntarily or involuntarily terminated no additional payments or benefits will accrue or be paid to him or her other

than what the officer has accrued and is vested in under the benefit plans discussed above in this proxy

statement including under the heading Pension Benefits Except with respect to Ms Joseph or in connection

with change-in-control of U.S Bancorp voluntary or involuntary termination will not trigger an acceleration of

the vesting of any outstanding stock options or shares of restricted stock

Payments Made Upon Disability

Under the terms of the U.S Bancorp Non-Qualified Retirement Plan Messrs Davis Cecere and Hartnack

Ms Joseph and all of our executive officers with non-qualified supplemental pension benefit are eligible for

disability benefit that is equal to 60% of their current annual cash compensation The definition of disability is

similar to that used for the disability plan covering all employees The definition of annual cash compensation is the

same definition as is used to calculate supplemental pension benefits under this plan without using five-year

average Mr Payne is eligible for disability benefit under the terms of the U.S Bank Long-Term Disability

Insurance Plan insured by Standard Insurance Company that is equal to 60% of his annual cash compensation up

to $400000 The definition of disability is generally that participant is unable to perform material duties of his or

her own occupation and suffers loss of at least 20% in predisability earnings The definition of annual cash

compensation is actual cash compensation for one-year period ending September 30 The disability benefit for

any of the officers would be reduced by any benefits payable under the U.S Bank Pension Plan Social Security or

workers compensation and in the case of Ms Joseph by benefits payable under her employment agreement

The payments continue until the participant dies ceases to have disability or reaches normal retirement age or

for Mr Payne when he reaches age 70
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If the employment of any of our officers who have received equity compensation awards including Messrs Davis

Cecere Hartnack or Payne is terminated due to disability the terms of our standard stock option and restricted

stock agreements provide that the vesting and other terms of the stock options and restricted stock will continue

as if the termination of employment did not occur No financial information for the event of disability is set forth

below in the Potential Payments Upon Disability Death Involuntary Termination or Termination After

Change-in-Control table for the stock options and restricted stock held by Messrs Davis Cecere Hartnack or

Payne as there is no immediate financial impact upon the occurrence of any of these events The payments to

which Ms Joseph would be entitled if her employment were terminated due to disability are discussed below

under Employment Agreement with Pamela Joseph

Payments Made Upon Death

In the event of the death of any of Messrs Davis Cecere Hartnack or Payne or Ms Joseph the benefits

discussed above under the heading Payments Made Upon Termination would be payable Additionally our

standard stock option restricted stock unit and restricted stock agreements contain terms that provide for the

acceleration of any unvested stock options restricted stock units or shares of restricted stock upon the death of

the officer The stock option agreements generally provide that the administrator of the officers estate has

three-year period after death during which to exercise the options Ms Josephs estate is entitled to certain

additional payments upon her death as discussed below under Employment Agreement with Pamela Joseph

Potential Payments Upon Change-in-Control
We have entered into change-in-control agreements with Messrs Davis Cecere Hartnack and Payne The

change-in-control agreements provide that if within 24 months after change-in-control of U.S Bancorp the

officers employment is terminated either by U.S Bancorp other than for cause or disability or by the officer for

good reason then the officer will be entitled tc lump-sum payment consisting of the officers prorated base

salary through the date of termination plus the prorated amount of any bonus or incentive for the year in which the

termination occurs based on the target bonus for the officer for that year and severance payment equal to

three times the sum of the officers highest base salary on an annualized basis paid by U.S Bancorp during the

prior five years plus the highest bonus earned by the executive with respect to any single year during the prior five

years The terms cause good reason and change-in-control are defined in the agreements In the event of

termination following change-in-control the officer would also be entitled to the benefits listed above under the

heading Payments Made Upon Termination In addition these officers are entitled to tax gross up in respect of

excise taxes imposed on change-in-control payments or benefits under Section 4999 of the Code The amount of

Mr Ceceres supplemental retirement benefits will be increased in the event he receives severance payments

following change-in-control of U.S Bancorp See the Potential Payments Upon Disability Death Involuntary

Termination or Termination After Change-in-Control table below

Our standard stock option restricted stock unit and restricted stock agreements contain terms that provide for

acceleration of the vesting of any unvested stock options restricted stock units or shares of restricted stock if an

officer is terminated within 12 months after change-in-control of U.S Bancorp other than for cause The

accelerated options may be exercised at any time during the 12 months following the officers termination

Employment Agreement with Pamela Joseph
In connection with our acquisition of Elavon Inc formerly known as Nova Information Systems Inc we entered

into an employment agreement with Ms Joseph on May 2001 The agreement had two-year term and

automatically renews for successive one-year terms unless either party gives written notice of termination at least

180 days prior to the expiration of the then-current term The employment agreement provides for base salary and

annual bonus compensation opportunities medical life and disability insurance for Ms Joseph and other

employee benefits on the same basis afforded to our similarly situated employees Upon the occurrence of

change-in-control of U.S Bancorp all of Ms Josephs unvested non-qualified retirement benefits supplemental

retirement benefits stock options restricted stock and similar rights will immediately vest In addition Ms Joseph

is entitled to tax gross up in respect of excise taxes imposed on change-in-control payments or benefits under

Section 4999 of the Code
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Upon termination of Ms Josephs employment at any time for any reason including death or disability and other

than termination by us for cause termination by Ms Joseph without good reason or termination due to

expiration of the employment term Ms Joseph is entitled to

payment equal to two times her annual base salary Base Salary Severance

pro-rata portion of her annual bonus in respect of the calendar year in which the termination occurs

accelerated vesting of unvested supplemental retirement benefits stock options restricted stock and similar

rights and

medical life and disability insurance coverage for two years or until such earlier time as Ms Joseph shall

become an employee of another company providing such benefits

In addition Ms Joseph is entitled to the payments and benefits described in the foregoing bullets other than the

pro-rata bonus following change-in-control of U.S Bancorp ii upon termination of employment by

Ms Joseph without good reason or iii due to the expiration of the employment term In the event we become

obligated to pay Base Salary Severance Ms Joseph will be prohibited from competing with us in specified ways

during the two-year period following termination of her employment In the event that Ms Joseph experiences

termination of employment that does not give rise to Base Salary Severance we have the option to pay

Ms Joseph her annual base salary for one year or two years or not at all and to prohibit Ms Joseph from

competing against us in specified ways for period equal to the period of base salary continuation

Pension Payments
No information regarding pension amounts payable to Messrs Davis Cecere Hartnack or Payne is shown below

in the Potential Payments Upon Disability Death Involuntary Termination or Termination After Change-in-Control

table Applicable pension amounts payable to these executive officers are discussed above under the heading

Pension Benefits Ms Joseph would receive acceleration of the vesting of her Supplemental Pension Benefits if

her employment is terminated under the circumstances further discussed above under Employment Agreement

with Pamela Joseph but that acceleration of vesting does not change the time or form of payment of her

supplemental retirement benefit The amounts reflected below are her entire benefits that would be payable if the

termination of her employment occurred on December 31 2012

The following table shows potential payments to the executive officers named in the Summary Compensation

Table upon disability death involuntary termination or termination upon change-in-control of U.S Bancorp The

amounts shown assume that termination was effective as of December 31 2012 the last business day of the

year and are estimates of the amounts that would be paid to the executives upon termination in addition to the

base salary and bonus earned by the executives during 2012 The actual amounts to be paid can only be

determined at the actual time of an executives termination

Potential Payments Upon Disability Death Involuntary Termination or Termination After

Change-in-Control

Payments

Upon
Involuntary or

Good Reason

Payments Termination

Annual Upon After change-

Disability Payments involuntary In-control

Payments Upon Death Temiination Occurs

Name Type of Payment

Richard Davis

Base Pay 660000 3300000

Bonus 1826610 9600000

Acceleration of Unvested Equity Awards

Stock Options1 3323675 3323675

Restricted Stock and Restricted Stock Units2 19991 820 19991 820

Excise Tax Gross Up Payment3 5976500

Total 2486610 23315495 42191995
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Base Pay 405000

Bonus 785498

Acceleration of Unvested Equity Awards

Stock Options11

Restricted Stock and Restricted Stock Units12

Increase in Supplemental Retirement Benefits

Excise Tax Gross Up Payment31

Total 1190498

Pamela Joseph

Base Pay 1350000 1350000 1350000

Bonus

Acceleration of Unvested Equity Awards

Stock Options 2070191 2070191 2070191

Restricted Stock and Restricted Stock Units12 6380940 6380940 6380940

Supplemental Retirement Benefits 3092826 721 1767 7211 767

Health and Welfare Benefits 21 21

Excise Tax Gross Up Payment131

Total 12893957 17034772 17034772

Richard Hartnack

Base Pay 362250 1811250

Bonus 706460 3855000

Acceleration of Unvested Equity Awards

Stock Options1 925588 925588

Restricted Stock and Restricted Stock Units121 4612743 4612743

Excise Tax
Gross_Up Payment131 2464873

Total 1068710 6538331 14669454

Richard Payne Jr

Base Pay 240000 1500000

Bonus 2812500

Acceleration of Unvested Equity Awards

Stock Options111 2013597 2013597

Restricted Stock and Restricted Stock Units121 5018793 5018793

Excise Tax Gross Up Payment131 2034855

Total 240000 7032390 13379745

Value computed for each stock option grant by multiplying the difference between $31 .94 the closing market price of share of our

common stock on December 31 2012 the last business day of the year and the exercise price per share for that option grant by the

number of shares subject to that option grant

12 Value determined by multiplying the number of shares or units that vest by $31.94 the closing market price of share of our common

stock on December 31 2012 the last business day of the year

13
In the case of change-in-control the standard calculations as specified in regulations under Section 280g of the Code were applied to

the various benefits the executive officers would receive in order to determine if any 280g excise taxes would be triggered and if so what

amount of 280g gross up payments would be required under the terms of the change-in-control agreements

Represents an increase in the amount of supplemental retirement benefits payable to Mr Cecere Such increase will not be paid upon

involuntary termination or termination for good reason after change-in-control but will be paid in accordance with the terms of the

supplemental retirement benefit plan in which he participates

Includes medical life and disability insurance coverage for two years or until such earlier time as Ms Joseph shall become an employee of

another company providing such benefits

As discussed above under Employment Agreement with Pamela Joseph termination of Ms Joseph due to disability would not entitle

her to any annual payments but she would be entitled to all of the payments described in the Payments Upon Involuntary Termination

column of this table

As discussed above under Employment Agreement with Pamela Joseph Ms Joseph is also entitled to the payments described in this

column following change-in-control of U.S Bancorp ii upon termination of employment by Ms Joseph without good reason or

iii due to the expiration of the employment term under her employment agreement

Name

Andrew Cecere

Type of Payment

Annual

Disability

Payments

Payments

Upon

Involuntary or

Good Reason

Termination

After Change
In-Control

Occurs

Payments

Upon
Involuntary

Termination
Payments

Upon Death

2041592

11953034

13994626

2025000

4080000

2041592

11953034

387341

3.330614

23817581
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DIRECTOR COMPENSATION

Fees for 2012

For 2012 our non-employee directors received the following cash fees

Annual retainer for service on the Board $90000

Additional annual retainer for Lead Director $25000

Additional annual retainer for Audit and Risk Management

Committee chairs
_____ ______________

$25000

Additional annual retainer for other committee chairs $15000

Additional annual retainer for Audit and Risk Management
Committee members 7500

Beginning in 2012 directors who served on U.S Bancorps primary banking subsidiarys board of directors or on

any ad hoc committee of the U.S Bancorp Board of Directors received $1500 per meeting for that service

Directors were also paid $1500 for each meeting he or she attended that was not regularly scheduled Board or

committee meeting

In addition for 2012 each non-employee director was granted restricted stock units with grant date fair market

value of approximately $130000 Based on our closing stock price on January 19 2012 the date of grant these

directors were granted 4552 restricted stock units

The restricted stock units were granted under our 2007 Stock Plan and were fully vested at the time of grant

Each director is entitled to receive additional fully vested restricted stock units having fair market value equal to

the amount of dividends he or she would have received had restricted stock been awarded instead of restricted

stock units The restricted stock units are distributable in an equivalent number of shares of our common stock

when the director ceases to serve on the Board except that all units are forfeited if the director is removed by our

shareholders for cause

The Compensation and Human Resources Committee retained Cook Co to provide expertise regarding

competitive compensation practices peer analysis and recommendations to the Compensation and Human

Resources Committee for guidance with respect to director compensation in 2012 To determine actual director

compensation for 2012 the Compensation and Human Resources Committee reviewed director compensation

information for our peer group companies U.S Bancorp ranked between the median and the 75th percentile of

our peer group on revenue market capitalization and assets and was at approximately the percentile in net

income Estimated total average director compensation for 2012 was at approximately the 68th percentile of the

peer group

Director Stock Ownership Guidelines

The Compensation and Human Resources Committee has established stock ownership guidelines for each

director of ownership of 10000 shares of our common stock New directors must satisfy this guideline within three

years after joining the Board All of the directors have sufficient holdings to meet or exceed the stock ownership

requirements or have not yet served on our Board for three years

Deferred Compensation Plan Participation

Under the U.S Bank Outside Directors Deferred Compensation Plan 2005 Statement the Director Deferred

Compensation Plan our non-employee directors may choose to defer all or part of their cash fees The

minimum amount that can be deferred in any calendar year is $1 000 Cash fees that are deferred are deemed to

be invested in one of several investment funds including U.S Bancorp common stock fund as selected by the

participant

These investment alternatives are the same as those available under the Executive Deferred Compensation Plan

See Executive Compensation Nonqualified Deferred Compensation above on page 54 for the rates of return

for 2012 for each of these investment options also known as measurement funds
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Amounts deferred under the Director Deferred Compensation Plan are credited with earnings and investment gains

and losses by assuming that deferred amounts were invested in one or more of the hypothetical investment

options selected by the plan participant Plan participants are allowed to change their investment elections at any

time but the changes are only effective at the beginning of the following calendar quarter The measurement funds

are merely measuring tools to determine the amount by which account balances will be debited or credited to

reflect deemed investment returns on deferred compensation

Although the plan administrator has established procedures permitting plan participant to reallocate deferred

amounts among these investment alternatives after the initial election to defer the election to defer is irrevocable

and the deferred compensation will not be paid to the director until his or her termination of service on the Board

At that time the director will receive depending upon the investment alternative selected by the directo payment

of the amounts credited to his or her account under the plan in lump-sum cash payment in shares of our

common stock or in up to 20 annual cash installments If participant dies before the entire deferred amount has

been distributed the undistributed portion will be paid to the participants beneficiary The benefits under the plan

otherwise are not transferable by the participant

Prior to the establishment of the Director Deferred Compensation Plan our non-employee directors could defer

their cash fees into prior U.S Bancorp deferred compensation plan Under our prior plan director could defer

the profit amount associated with U.S Bancorp stock options or other equity awards

Director Compensation Table

The following table shows the compensation of the individuals who served as members of our Board of Directors

during any part of fiscal year 2012

Fees Earned or Stock

Paid in cash Awards Total

Name1 $2

Douglas Baker Jr 105000 159905 264905

Marc Belton 97500 144554 242054

Victoria Buyniski Gluckman 90000 163844 253844

Arthur Collins Jr 105000 161556 266556

Roland Hernandez 97500 132671 230171

Doreen Woo Ho 97500 132671 230171

Joel Johnson 105000 161873 266873

Olivia Kirtley 115O00 164604 279604

Jerry Levin 105000 161556 266556

David OMaley 90000 163970 253970

Oell Owens 112500 159011 271511

Richard Reiten4 97500 142710 240210

Craig Schnuck 97500 168736 266236

Patrickl Stokes 140000 161556 301556

Richard Davis our Chairman President and Chief Executive Officer is not included in this table because he was an employee of

U.S Bancorp during 2012 and therefore received no compensation for his service as director The compensation he received as an

employee of U.S Bancorp is shown above in the Summary Compensation Table
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The amounts in this column are calculated based on the fair market value of our common stock on the date the grant was made in

accordance with FASB ASC Topic 718 In 2012 each director received restricted stock unit grant of 4552 units with full grant value of

approximately $130000 In addition the directors received units as dividend equivalents with full grant values as follows

Name

Mr Baker

Mr Belton

Ms Buyniski Gluckman

Mr Collins

Mr Hernandez

Ms Woo Ho

Mr Johnson

Name

Mr Baker

Mr Belton

Ms Buyniski Gluckman

Mr Collins

Mr Hernandez

Ms Woo Ho

Mr Johnson

Restricted

Stock Units

43461

21567

49080

45871

4634

4634

46289

Full

Grant
Value

$34599

$31551

1067 $33965

911 $29006

420 $12705

1217 $38731

991 $31551

Vested

Options

37015

109801

103909

33075

33075

56103 102409

45871 33075

Full

Dividend Grant

Equivalents Value Name

939 $29900 Ms Kirtley

456 $14549 Mr Levin

1063 $33839 Mr OMaley

991 $31551 Dr Owens

82 2666 Mr Reiten

82 2666 Mr Schnuck

1001 $31868 Mr Stokes

Dividend

Equivalents

1087

991

All of the restricted stock units granted to directors in 2012 were fully vested at the time of grant and are distributable in an equivalent

number of shares of our common stock upon the director leaving service on the Board except that all units are forfeited if the director is

removed by our shareholders for cause

No stock options were granted to any of the directors in 2012 The directors held restricted stock units and options as of December 31

2012 as follows

Vested

Options

39206

109801

Name

Ms Kirtley

Mr Levin

Mr OMaley

Dr Owens

Mr Reiten

Restricted

Stock Units

50208

45871

49252

42231

Mr Schnuck

103352 Mr Stokes

In accordance with their terms the restricted stock units held by Mr Reiten vested and were distributed in shares of common stock when

he retired from our Board of Directors

Messrs Collins Johnson and Stokes and Ms Kirtley chose to defer their cash fees under the Director Deferred Compensation Plan

Mr Reiten retired from our Board of Directors on April 17 2012
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AUDIT COMMITTEE REPORT AND PAYMENT OF FEES TO AUDITOR

Audit Committee Report

The Audit Committee of the Board of Directors is responsible for assisting the Board in monitoring the integrity of

the financial statements of U.S Bancorp compliance by U.S Bancorp with legal and regulatory requirements and

the independence and performance of U.S Bancorps internal and external auditors

The consolidated financial statements of U.S Bancorp for the year ended December 31 2012 were audited by

Ernst Young LLP independent auditor for U.S Bancorp

As part of its activities the Audit Committee has

Reviewed and discussed with management the audited financial statements of U.S Bancorp

Discussed with the independent auditor the matters required to be discussed under Statement on

Auditing Standards No 61 Communications with Audit Committees Statement of Auditing Standards

No 99 Consideration of Fraud in Financial Statement Audit and under the SEC U.S Public

Company Accounting Oversight Board and NYSE rules

Received the written disclosures and letter from the independent auditor required by applicable

requirements of the Public Company Accounting Oversight Board regarding the independent

accountants communications with the audit committee concerning independence and

Discussed with the independent auditor their independence

Based on the review and discussions referred to above the Audit Committee recommended to the Board of

Directors that the audited consolidated financial statements of U.S Bancorp for the year ended December 31

2012 be included in U.S Bancorps Annual Report on Form 10-K filed with the SEC

Audit Committee of the Board of Directors of U.S Bancorp

Olivia Kirtley Chair Doreen Woo Ho

Marc Belton Joel Johnson

Roland Hernandez Odell Owens M.D M.P.H

Fees to Independent Auditor

The following aggregate fees were billed to us for professional services by Ernst Young LLP for fiscal years 2012

and 2011

2012 2011

in mi//ions

Audit Fees 10.0 9.6

Audit-Related Fees 2.4 2.4

Tax Fees 6.0 5.0

All Other Fees 0.2 0.4

Total $18.6 $17.4

Audit Fees

Audit fees consist of fees billed to us by Ernst Young LLP for the audit of our consolidated financial statements

included in our Annual Reports on Form 10-K reviews of our financial statements included in each of our Quarterly

Reports on Form 0-Q and audits of financial statements of our subsidiaries required by regulation Of the above

amounts $2.5 million in 2012 and $2.8 million in 2011 related to procedures required by regulators comfort

letters consents and assistance provided with our regulatory filings
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Audit Committee Report and Payment of Fees to Auditor

Audit-Related Fees

Audit-related fees consist of fees billed to us by Ernst Young LLP for audits of pension and other employee

benefit plan financial statements audits of the financial statements of certain of our subsidiaries and affiliated

entities reviews of internal controls not related to the audit of our consolidated financial statements and Statement

on Standards for Attestation Engagements No 16 internal controls procedures in various lines of business to

support their customers business requirements

Tax Fees

Tax fees consist of fees billed to us by Ernst Young LLP for tax compliance and review tax planning and other

tax services The aggregate fees billed for tax compliance and review services including the preparation of and

assistance with federal state and local income tax returns sales and use filings foreign and other tax compliance

provided to us by Ernst Young LLP was $3.8 million in each of 2012 and 2011 In addition to fees being paid

for tax compliance services we paid $2.1 million and $1 .2 million for tax planning and other tax services provided

to us by Ernst Young LLP during 2012 and 2011 respectively Included in tax planning and other tax services

was $0.8 million in 2012 associated with advisory services related to new tax reporting regulations and

$0.7 million and $0.5 million for services associated with business acquisitions in 2012 and 2011 respectively

During 2011 we transitioned most domestic tax return preparation to our internal tax compliance function from

Ernst Young LLF resulting in the decrease in fees for tax services paid to Ernst Young LLP in 2011 and 2012

All Other Fees

Other fees in 2012 related to market study for business line and in 2011 consisted of advisory projects related

to the implementation of new reporting requirements issued by banking regulators

Administration of Engagement of Independent Auditor

The Audit Committee is responsible for appointing compensating retaining and overseeing the work of our

independent auditor including approving the services provided by the independent auditor and the associated

fees The Audit Committee has established policy for pre-approving the services provided by our independent

auditor in accordance with the auditor independence rules of the SEC This policy requires the review and

pre-approval by the Audit Committee of all audit and permissible non-audit services provided by our independent

auditor and an annual review of the financial plan for audit fees To ensure that auditor independence is

maintained the Audit Committee annually pre-approves the audit services to be provided by our independent

auditor and the related estimated fees for such services as well as the nature and extent of specific types of

audit-related tax and other non-audit services to be provided by the independent auditor during the year

As the need arises other specific permitted services are pre-approved on case-by-case basis during the year

request for pre-approval of services on case-by-case basis must be submitted by our controller or chief risk

officer These requests are required to include information on the nature of the particular service to be provided

estimated related fees and managements assessment of the impact of the service on the auditors independence

The Audit Committee has delegated to its chair pre-approval authority between meetings of the Audit Committee

Any pre-approvals made by the chair must be reported to the Audit Committee The Audit Committee will not

delegate to management the pre-approval of services to be performed by our independent auditor

All of the services provided by our independent auditor in 2012 and 2011 including services related to the Audit

Related Fees Tax Fees and All Other Fees described above were approved by the Audit Committee under its

pre-approval policies
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Proposal Ratification of Selection of Independent Auditor

PROPOSAL RATIFICATION OF SELECTION OF INDEPENDENT AUDITOR

The Audit Committee has selected Ernst YoLing LLP as our independent auditor for the 2013 fiscal year Ernst

Young LLP began serving as our independent auditor for the fiscal year ended December 31 2003 Our Audit

Commiftee has carefully considered the selection of Ernst Young LLP as our independent auditor and has also

considered whether there should be regular rotation of the independent external audit firm In conjunction with the

mandated rotation of the audit firms lead engagement partner the Audit Committee and its Chairman are involved

in the process for selecting Ernst Young LLPs new lead engagement partner The members of the Audit

Committee believe that the continued retention of Ernst Young LLP to serve as our independent auditor is in the

best interests of the company and its stockholders

While we are not required to do so we are submitting the selection of Ernst Young LLP to serve as our

independent auditor for the 2013 fiscal year for ratification in order to ascertain the views of our shareholders on

this appointment If the selection is not ratified the Audit Commiftee will reconsider its selection Representatives

of Ernst Young LLP are expected to be present at the annual meeting will be available to answer shareholder

questions and will have the opportunity to make statement if they desire to do so

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR RATIFICATION OF THE

SELECTION OF ERNST YOUNG LLP AS THE INDEPENDENT AUDITOR OF U.S BANCORP

FOR THE 2013 FISCAL YEAR
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Proposal Advisory Vote to Approve the Compensation of Our Executives

Disclosed in This Proxy Statement

PROPOSAL ADVISORY VOTE TO APPROVE THE COMPENSATION OF OUR

EXECUTIVES DISCLOSED IN THIS PROXY STATEMENT

Executive compensation is an important matter to us We are asking our shareholders to provide advisory approval

of the compensation of our executive officers named in the Summary Compensation Table as we have described

it in the Compensation Discussion and Analysis section of this proxy statement beginning on page 24 While

this say-on-pay vote is advisory not binding on our company it will provide information to our Compensation

and Human Resources Committee regarding investor sentiment about our executive compensation philosophy

policies and practices which the Compensation and Human Resources Committee will take into account when

considering future compensation arrangements We currently conduct annual advisory votes on executive

compensation and expect to conduct the next advisory vote at our 2014 annual meeting of shareholders

We have designed our executive compensation program to attract motivate reward and retain the senior

management talent required to achieve our corporate objectives and increase shareholder value Our

compensation policies and procedures are centered on pay-for-performance philosophy and are strongly aligned

with the long-term interests of our shareholders

The Company is presenting this proposal which gives you as shareholder the opportunity to endorse or not

endorse our executive pay program by voting FOR or AGAINST the following resolution

RESOLVED that the shareholders approve on an advisory basis the compensation of the named executive

officers as described in the Compensation Discussion and Analysis the compensation tables and the related

disclosure contained in this proxy statement

As discussed in the Compensation Discussion and Analysis section earlier in this proxy statement the

Compensation and Human Resources Committee of the Board of Directors believes that the compensation for

2012 of our executive officers named in the Summary Compensation Table is reasonable and appropriate is

justified by the performance of the company in difficult environment and is working to ensure managements

interests are aligned with our shareholders interests to support long-term value creation

In deciding how to vote on this proposal the Board requests that you consider the following factors which are

more fully discussed in the Compensation Discussion and Analysis section beginning on page 24

Our company was the top performer among its peers by numerous industry measures in 2012 and has been

among the top performers for many years

Our executive compensation programs are centered on pay-for-performance philosophy and are strongly

aligned with the long-term interests of our shareholders large majority of the total compensation of our

senior executives is tied to short-term and long-term corporate performance and therefore the value of that

compensation varies widely depending upon the results we provide for our shareholders

Our executive compensation program reflects many best practices that are intended to further align executive

compensation with shareholder interests and to mitigate risk

This vote which is required pursuant to Section 4A of the Exchange Act is not intended to address any specific

item of compensation but rather our overall compensation policies and procedures relating to our named

executive officers described in this proxy statement Accordingly your vote will not directly affect or otherwise limit

any existing compensation or award arrangement of any of our named executive officers

Because your vote is advisory it will not be binding upon the Board of Directors However the Board values

shareholders opinions and the Compensation and Human Resources Committee will take into account the

outcome of the vote when considering future executive compensation arrangements

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR APPROVAL OF THE

COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS AS DISCLOSED IN THIS PROXY
STATEMENT
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Proposal Shareholder Proposal Seeking the Establishment of Policy

Requiring That the Chairman of the Board be an Independent Director

PROPOSAL SHAREHOLDER PROPOSAL SEEKING THE ESTABLISHMENT OF

POLICY REQUIRING THAT THE CHAIRMAN OF THE BOARD BE AN INDEPENDENT

DIRECTOR

The Board of Directors unanimously recommends that you vote AGAINST the shareholder proposal set forth

below

Shareholder Proposal

Gerald Armstrong 910 Sixteenth Street No 412 Denver Colorado 80202-2917 303 355-1199 the owner of

7276 shares of our common stock has advised us that he plans to introduce the following resolution at the

annual meeting In accordance with rules of the SEC the text of the proponents resolution and supporting

statement is printed verbatim from his submission

That the shareholders of U.S BANCORP request its Board of Directors to establish policy requiring that the

Boards chairman be an independent director as defined by the rules of the New York Stock Exchange and

who has not previously served as an executive officer of U.S BANCORP

This policy should not be implemented to violate any contractual obligation and should specify how to

select new Independent chairman if the current chairman ceases to be independent during the time

between annual meetings of shareholders and that compliance is excused if no independent director is

available and willing to serve as Chairman

The reasons given by the proponent for the resolution are as follows

This proposals proponent is long-term shareholder of U.S BANCORP and is responsible for its

declassification of terms of directors from three years to one year and the elimination of its super-majority

voting requirements

He is familiar with U.S BANCORPs problems which originated under administrations where one person served

as Chairman and President and was accountable only to himself The current dividend remains reduced by

more than 55%

Our current chairman and president Richard Davis is serving as director of XceI Energy which also lacks an

independent chairman and is faced with failed SmartGridCity which could cost its shareholders millions It is

described as poorly planned poorly managed and failed experiment The Denver Post November 2012

This proposal was presented by the proponent in last years meeting of KeyCorp where it received majority

vote of shareholders and had been recommended by governance consultants

Norges Bank Investment Management has stated in support of similar proposal

The roles of Chairman of the Board and CEO are fundamentally different and should not be held by the same

person There should be clear division of responsibilities between these positions to insure balance of

power and authority on the Board Approximately 43% of SP 1500 companies have separate CEO and

Chairman positions

The Board should be led by an independent Chairman Such structure will put the Board in better position

to make independent evaluations and decisions hire management decide remuneration policy that

encourages performance provide strategic direction and support management in taking long-term view in

development of business strategies An independently led board is better able to oversee and give guidance to

corporation executives help prevent conflict or the perception of conflict and effectively strengthen the system

of checks-and-balances with corporate structure and thus protect shareholder value

If you agree please vote FOR this proposal
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Proposal Shareholder Proposal Seeking the Establishment of Policy

Requiring That the Chairman of the Board be an Independent Director

Board of Directors Recommendation

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE AGAINST THIS PROPOSAL

PROXIES WILL BE VOTED AGAINST THE PROPOSAL UNLESS YOU VOTE IN FAVOR OF IT

The Board should retain the flexibility to determine the most effective leadership structure for

U.S Bancorp
U.S Bancorps governing documents allow the roles of chairman and CEO to be filled by the same or different

individuals This approach allows the Board flexibility to determine whether the two roles should be separate or

combined based upon U.S Bancorps needs and the Boards assessment of our companys leadership from time

to time The Board has deep knowledge of our strategic goals the unique opportunities and challenges we face

and the various strengths and capabilities of our directors and U.S Bancorps senior management Thus rather

than taking one-size fits all approach to Board leadership the Board is best positioned to determine the most

effective leadership structure for U.S Bancorp at any given time

U.S Bancorps shareholders are best served by our current leadership structure

In light of the current environment for the financial services industry and U.S Bancorps business objectives the

Board believes that the most effective leadership structure for U.S Bancorp at the present time is for our CEO

Richard Davis to serve as chairman of the Board Combining the positions of chairman and CEO most

effectively utilizes Mr Davis extensive experience and knowledge regarding our company Mr Davis with over

19 years of service at U.S Bancorp including over eight years as President and six years as CEO has the

knowledge expertise and experience to understand and clearly articulate to the Board the opportunities and risks

facing U.S Bancorp The Board believes that combining the CEO and chairman positions helps the Board

respond quickly and effectively to the many business market and regulatory challenges facing companies in the

rapidly changing financial services industry The Board believes the combined role of chairman and CEO serves as

highly effective bridge between the Board and management and provides the leadership to execute our business

strategy and create shareholder value In addition Mr Daviss service as chairman provides clarity of leadership

for the company and more effectively allows the company to present its vision with one voice

U.S Bancorps corporate governance practices provide for strong independent leadership and effective

independent oversight of our company
The Board is committed to the highest standards of good governance and has adopted practices and procedures

to provide for Board independence and effective management oversight

With the exception of Mr Davis the Board is comprised entirely of independent directors

The Board has strong independent lead director Whenever the chairman of the Board is not an

independent director the members of the Board elect an independent director to act as lead director based

on the recommendation of our Governance Committee The lead director is expected to serve in that

capacity for three to five years and has substantial leadership responsibilities These responsibilities are

described above under the caption Corporate Governance Board Leadership Structure The powers and

duties of the chairman and the lead director differ only in that chairman presides over the normal business

portion of the meetings of the Board The lead director conducts executive sessions of the Board without

Mr Davis at every regular Board meeting and may call for an executive session of independent directors at

any time and has joint control over Board meeting agendas Patrick Stokes has served as lead director

since January 2011 Mr Stokes is actively engaged as lead director and works closely with Mr Davis on

Board matters The lead director provides independent oversight of management and meaningful coordination

between our chairman and our independent directors

Each of the Audit Committee Governance Committee and Compensation and Human Resources Committee

is comprised solely of independent directors This means the independent directors oversee critical matters

such as the quality and integrity of our financial statements our compliance with legal and regulatory

requirements the compensation of our executive officers including our chairman and CEO the nomination of

directors and the evaluation of the Board and its committees
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Proposal Shareholder Proposal Seeking the Establishment of Policy

Requiring That the Chairman of the Board be an Independent Director

The Compensation and Human Resources Committee is responsible for evaluating the CEOs performance
and determining his compensation

The Board and the Audit Committee Governance Committee and Compensation and Human Resources

Committee each meet in executive session on regular basis without the presence of management

All Board members have complete access to management and the authority to retain legal accounting and

other outside consultants to advise the Board and the committees as they deem appropriate

The proposals suggestion that U.S Bancorps dividend rate is attributable to its Board leadership
structure is misleading

In March 2009 the Board prudently reduced U.S Bancorps quarterly cash dividend rate to preserve capital in the

face of the severe U.S economic crisis The proposal incorrectly suggests that this dividend reduction was
somehow attributable to the chairman and CEO positions being held by the same person Instead U.S Bancorps
dividend rate is determined by the Board based on U.S Bancorps capital position and discussions with federal

bank regulators Since March 2009 U.S Bancorps quarterly cash dividend rate has been increased by 290%
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Security Ownership of Certain Beneficial Owners and Management

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table shows how many shares of our common stock were beneficially owned as of February

2013 by

each current director and director nominee

each of the executive officers named in the Summary Compensation Table in this proxy statement

all of our directors and executive officers as group and

each person who is known by us to beneficially own more than 5% of our voting securities

Unless otherwise noted the shareholders listed in the table have sole voting and investment power with respect to

the shares of common stock owned by them None of the shares beneficially owned by our directors or executive

officers are subject to any pledge in accordance with our company policy prohibiting them from pledging or

hedging our common stock

Options Exercisable Restricted Percent of

Common Within 60 Days of Stock Deferred Common Stock

Name of Beneficial Owner Stock1 February 2012 Units2 Compensation3 Total Outstanding

Douglas Baker Jr 1000 47684 48684

Marc Belton 10400 25661 36061

Victoria Buyniski Gluckman 188393 39206 53336 7106 288041

Andrew Cecere 192608 2209952 161687 2564247

Arthur Collins Jr 45290 109801 50108 13338 218537

Richard Davis 363145 4389120 273008 67001 5092274

Richard Hartnack 125304 1005309 63210 1193823

Roland Hernandez 8629 8629

Doreen Woo Ho 8629 8629

Joel Johnson 64759 103352 50528 15433 234072

Pamela Joseph 108283 1555758 89564 1753605

Olivia Kirtley 10058 37015 54470 11536 113079

Jerry Levin 109801 50108 159909

David OMaley 284102 103909 53509 11061 452581

Odell Owens M.D M.P.H 33075 46446 65723 145244

Richard Payne Jr 45342 1189249 66694 1301285

craig Schnuck 21813 102409 60400 184622

Patrick Stokes 18557 33075 50108 44461 146201

All directors and executive officers as

group 27 persons14 2091758 16232642 1510510 246095 20081005 1.07%

BlackRock Inc.151 127713481 127713481 6.85%

Indicates less than 1%

11 Includes the following shares beneficially owned by the indicated director or executive officer

For Mr Cecere includes 341 shares held by Mr Ceceres wife as to which Mr Cecere has no voting or investment power and 9968

shares held in the U.S Bank 401k Savings Plan

For Mr Davis includes 142634 shares held in trust of which Mr Daviss wife is trustee and as to which Mr Davis has no voting or

investment power 179972 shares held in trust of which Mr Davis is trustee and 15539 shares held in the U.S Bank 401k Savings

Plan

For Mr Hartnack includes 2719 shares held in the U.S Bank 401k Savings Plan

For Ms Joseph includes 10506 shares held in the U.S Bank 401k Savings Plan

U.S Bancorp 2013 Proxy Statement 69



Security Ownership of Certain Beneficial Owners and Management

For Mr Payne includes 2205 shares held in the U.S Bank 401k Savings Plan and 2000 shares held in an IRA account

For Mr Schnuck includes 9756 shares held in trust of which Mr Schnuck is trustee

For Mr Stokes includes 17122 shares held in trust of which Mr Stokes is trustee and 1435 shares in the aggregate held by limited

partnership and limited liability company affiliated with Mr Stokes and as to which Mr Stokes has no voting or investment power and

For All executive officers as group includes 123.235 shares held in the U.S Bank 401k Savings Plan for the accounts of certain

executive officers and 62592 shares of restricted stock granted to certain executive officers which are subject to future vesting

conditions

Restricted stock units held by our officers are distributable in an equivalent number of shares of our common stock upon vesting Vested

restricted stock units held by our directors are not distributable until the holder ceases to serve on the Board unless the holder is removed

by our shareholders for cause The number of restricted stock units that are currently vested or that vest within 60 days of February

2013 is included in this column

Certain of our directors and officers have deferred cash compensation under our deferred compensation plans Some of these deferred

amounts will be paid out in shares of our common stock upon the directors or officers retirement or other termination of employment or

service with U.S Bancorp The directors and officers have no voting or investment power as to these shares The number of shares to

which the directors and officers would have been entitled had their employment or service with U.S Bancorp been terminated as of

February 2013 is included in this column

Two executive officers in this group neither of whom are named in the Summary Compensation Table own either directly or indirectly

non-voting Depositary Shares each share representing ownership of 1/1 000th of share of our Series Non-Cumulative Perpetual

Preferred Stock the Series Depositary Shares and non-voting Depositary Shares each share representing ownership of 1/1 000th of

share of our Series Non-Cumulative Perpetual Preferred Stock the Series Depositary Shares The combined ownership of these two

executive officers 3000 Series Depositary Shares and 4000 Series Depositary Shares is less than 1% of either series of Depositary

Shares

Based on Amendment No to Schedule 3G filed with the SEC on February 2013 by BlackRock on behalf of itself and certain of its

subsidiaries The address for BlackRock is 40 East 52nd Street New York NY 10022
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Other Matters

OTHER MATTERS

Annual Report to Shareholders and Form 10-K

Our 2012 Annual Report to Shareholders including financial statements for the year ended December 31 2012

accompanies this proxy statement The 2012 Annual Report to Shareholders is also available on our website at

www.usbank.com/proxymaterials Copies of our 2012 Annual Report on Form 10-K which is on file with the SEC

are available to any shareholder who submits request in writing to Investor Relations U.S Bancorp

BC-MN-H23K 800 Nicollet Mall Minneapolis Minnesota 55402 Copies of any exhibits to the Form 10-K are also

available upon written request and payment of fee covering our reasonable expenses in furnishing the exhibits

Section 16a Beneficial Ownership Reporting Compliance

Section 16a of the Exchange Act requires our executive officers and directors to file initial reports of ownership

and reports of changes in ownership of our securities with the SEC Executive officers and directors are required

to furnish us with copies of these reports Based solely on review of the Section 16a reports furnished to us

with respect to 2012 and written representations from the executive officers and directors we believe that all

Section 16a filing requirements applicable to our executive officers and directors during 2012 were satisfied

except that Patrick Stokes was late in
filing

three Form reports relating to purchases of common stock in

2010

Householding of Proxy Materials

The SEC rules allow single copy of the proxy statement and annual report to be delivered to multiple

shareholders sharing the same address and last name or who we reasonably believe are members of the same

family and who consent to receive single copy of these materials in manner provided by these rules This

practice is referred to as householding Although we do not household for our registered shareholders some

brokers banks trusts and other nominees household U.S Bancorp proxy statements and annual reports

delivering single copy of each to multiple shareholders sharing an address unless contrary instructions have been

received from the affected shareholders Once you have received notice from your broker bank trust or other

nominee that they will be householding materials to your address householding will continue until you are notified

otherwise or until you revoke your consent If at any time you no longer wish to participate in householding and

would prefer to receive separate copy of our proxy statement or annual report or if you are receiving multiple

copies of either document and wish to receive only one please notify your broker bank trust or other nominee

We will deliver promptly upon written or oral request separate copy of our proxy statement and/or our annual

report to shareholder at shared address to which single copy of either document was delivered For copies

of either or both documents shareholders should write to Investor Relations U.S Bancorp BC-MN-H23K

800 Nicollet Mall Minneapolis Minnesota 55402 or call 866 775-9668

Deadlines for Submitting Shareholder Proposals for 2014 Annual Meeting

In order for shareholder proposal to be considered for inclusion in our proxy statement for the 2014 annual

meeting we must receive the written proposal at our principal executive offices at U.S Bancorp BC-MN-H23I

800 Nicollet Mall Minneapolis Minnesota 55402 Attention Corporate Secretary on or before November 2013

The proposal must comply with SEC regulations regarding the inclusion of shareholder proposals in company-

sponsored proxy materials

Our bylaws provide that shareholder may nominate from the floor director for election at the annual meeting if

proper written notice is received by the Corporate Secretary of U.S Bancorp at our principal executive offices in

Minneapolis Minnesota at least 120 days in advance of the anniversary of the prior years annual meeting

shareholder may present from the floor proposal other than director nomination if proper written notice is

received by the Corporate Secretary at least 120 days in advance of the anniversary of the date the proxy
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statement for the prior years annual meeting was released to shareholders For the 2014 annual meeting notices

of director nominations and shareholder proposals to be made from the floor must be received on or before

December 17 2013 and November 2013 respectively The notice must contain the specific information

required by our bylaws You can find copy of our bylaws on our website at www.usbank.com by clicking on

About U.S Bank and then Corporate Governance and then Corporate Governance Documents

Shareholder proposals and director nominations for which notice is received by us after November 2013 and

December 17 2013 respectively may not be presented in any manner at the 2014 annual meeting

Other Matters

We do not know of any other matters that may be presented for consideration at the annual meeting If any other

business does properly come before the annual meeting the persons named as proxies on the enclosed proxy
card or proxy voting instruction form will vote as they deem in the best interests of U.S Bancorp

James Chosy

Secretaiy

Dated March 2013

10% postconsumer waste fiber
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Rich Heritage Strong Future

On July 13 2013 U.S Bank celebrates its 150th

anniversary operating under National Charter 24
signed in 1863 which originally established the

FirstNational Bank of Cincinnati
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Since then our company has expanded greatly and we have managed through times of prosperity and through

times of hardship

Our past has shaped our present and the strong future we see ahead
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