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Item 1.

CAPITAL ONE FINANCIAL CORPORATION

Condensed Consolidated Balance Sheets

(dollars in thousands, except per share data) (unaudited)

Assets:

Cash and due from banks

Federal funds sold and resale agreements
Interest-bearing deposits at other banks

Cash and cash equivalents
Securities available for sale
Consumer loans

Less: Allowance for loan losses

Net loans

Accounts receivable from securitizations
Premises and equipment, net

Interest receivable

Other

Total assets

Liabilities:
Interest-bearing deposits
Senior notes

Other borrowings
Interest payable

Other

Total liabilities
Stockholders’ Equity:

Preferred stock, par value $.01 per share; authorized 50,000,000 shares, none issued or outstanding
Common stock, par value $.01 per share; authorized 1,000,000,000 shares; 222,648,164 and
217,656,985 shares issued as of September 30, 2002 and December 31, 2001, respectively

Paid-in capital, net
Retained earnings
Cumulative other comprehensive loss

Less: Treasury stock, at cost; 878,206 and 878,720 shares as of September 30, 2002 and

December 31, 2001, respectively

Total stockholders’ equity

Total liabilities and stockholders’ equity

See Notes to Condensed Consolidated Financial Statements

September 30 December 31
2002 2001
$ 316,010 $ 355,680
304,782 19,802
112,248 331,756
733,040 707,238
4,290,441 3,115,891
28,104,186 20,921,014
(1,595,000) (840,000)
26,509,186 20,081,014
2,584,528 2,452,548
789,726 759,683
182,300 105,459
1,820,749 962,214
$36,909,970 $28,184,047
I I
$16,885,553 $12,838,968
5,561,489 5,335,229
6,638,560 3,995,528
214,220 188,160
3,274,637 2,502,684
32,574,459 24,860,569
2,227 2,177
1,636,738 1,350,108
2,733,231 2,090,761
(1,733) (84,598)
(34,952) (34,970)
4,335,511 3,323,478
$36,909,970 $28,184,047




CAPITAL ONE FINANCIAL CORPORATION
Condensed Consolidated Statements of Income
(in thousands, except per share data) (unaudited)

Three Months Ended Nine Months Ended
September 30 September 30
2002 2001 2002 2001

Interest Income:
Consumer loans, including past-due fees $1,022,810 $ 688,572 $2,836,989 $1,970,854
Securities available for sale 45,965 37,032 134,124 99,208
Other 39,304 18,323 95,989 24,481

Total interest income 1,108,079 743,927 3,067,102 2,094,543
Interest Expense:
Deposits 215,470 161,411 596,745 463,851
Senior notes 110,464 90,225 314,055 261,360
Other borrowings 59,716 43,233 168,222 130,958

Total interest expense 385,650 294,869 1,079,022 856,169
Net interest income 722,429 449,058 1,988,080 1,238,374
Provision for loan losses 674,111 262,901 1,605,570 780,816
Net interest income after provision for loan losses 48,318 186,157 382,510 457,558
Non-Interest Income:
Servicing and securitizations 815,267 657,175 2,159,761 1,805,296
Service charges and other customer-related fees 586,708 401,544 1,633,101 1,204,225
Interchange 118,203 96,702 353,652 265,226

Total non-interest income 1,520,178 1,155,421 4,146,514 3,274,747
Non-Interest Expense:
Salaries and associate benefits 417,189 349,487 1,177,287 1,017,279
Marketing 185,795 281,910 859,777 781,819
Communications and data processing 106,128 92,735 299,922 240,933
Supplies and equipment 88,639 77,497 261,990 225,880
Occupancy 86,942 32,151 158,598 94,802
Other 266,327 241,117 706,987 622,747

Total non-interest expense 1,151,020 1,074,897 3,464,561 2,983,460
Income before income taxes 417,476 266,681 1,064,463 748,845
Income taxes 158,641 101,337 404,496 284,561
Net income $ 258,835 $ 165,344 $ 659,967 $ 464,284
Basic earnings per share $ 1.17 $ 0.78 $ 3.00 $ 2.23
Diluted earnings per share $ 1.13 $ 0.75 $ 2.88 $ 2.11
Dividends paid per share $ 0.03 $ 0.03 $ 0.08 $ 0.08

See Notes to Condensed Consolidated Financial Statements.




CAPITAL ONE FINANCIAL CORPORATION
Condensed Consolidated Statements of Changes in Stockholders’ Equity

(dollars in thousands, except per share data) (unaudited)

Balance, December 31, 2000
Comprehensive income:
Net income
Other comprehensive income,
net of income tax:
Unrealized gains on
securities, net of income
taxes of $34,636
Foreign currency
translation adjustments
Cumulative effect of
change in accounting
principle (SFAS 133)
Loss on cash flow hedging
instruments, net of
income tax benefit of
$39,896

Other comprehensive loss

Comprehensive income

Cash dividends — $.08 per share

Issuances of common stock

Exercise of stock options

Common stock issuable under
incentive plan

Other items, net

Balance, September 30, 2001
Balance, December 31, 2001
Comprehensive income:
Net income
Other comprehensive income,
net of income tax:
Unrealized gains on
securities, net of income
taxes of $53,590
Foreign currency
translation adjustments
Loss on cash flow hedging
instruments, net of
income tax benefit of
$21,088

Other comprehensive income

Comprehensive income

Cash dividends — $.08 per share

Issuance of mandatory
convertible securities

Issuances of common stock

Exercise of stock options

Amortization of deferred
compensation

Other items, net

Balance, September 30, 2002

Cumulative
Common Stock Other Total
Paid-In Retained Comprehensive Treasury Stockholders’
Shares Amount Capital, Net Earnings Income (Loss) Stock Equity
199,670,421 $1,997 $ 575,179 $1,471,106 $ 2918 $(88,686) $1,962,514
464,284 464,284
56,511 56,511
(13,468) (13,468)
(27,222) (27,222)
(65,095) (65,095)
(49,274) (49,274)
415,010
(16,514) (16,514)
7,047,833 70 425,988 8,058 434,116
5,413,040 54 151,315 35,069 186,438
582 582
1,147 1147
212,131,294 $2,121 $1,154,211 $1,918,876 $(46,356) $(45,559) $2,983,293
217,656,985 $2,177 $1,350,108 $2,090,761 $(84,598) $(34,970) $3,323,478
659,967 659,967
87,437 87,437
29,835 29,835
(34,407) (34,407)
82,865 82,865
742,832
(17,497) (17,497)
36,616 36,616
3,587,312 36 170,575 18 170,629
1,403,867 14 55,090 55,104
23,107 23,107
1,242 1,242
222,648,164 $2,227 $1,636,738 $2,733,231 $ (1,733) $(34,952) $4,335,511
L] I I I

See Notes to Condensed Consolidated Financial Statements.






CAPITAL ONE FINANCIAL CORPORATION
Condensed Consolidated Statements of Cash Flows
(in thousands) (unaudited)

Operating Activities:

Net income

Adjustments to reconcile net income to cash provided by operating activities:
Provision for loan losses
Depreciation and amortization, net
Gain on repurchase of senior notes
Stock compensation plans
Amortization of deferred compensation
Increase in interest receivable
Increase in accounts receivable from securitizations
Increase in other assets
Increase in interest payable
Increase in other liabilities

Net cash provided by operating activities

Investing Activities:

Purchases of securities available for sale

Proceeds from maturities of securities available for sale
Proceeds from sales of securities available for sale
Proceeds from securitization of consumer loans

Net increase in consumer loans

Recoveries of loans previously charged off

Additions of premises and equipment, net

Net cash used for investing activities

Financing Activities:

Net increase in interest-bearing deposits

Net increase (decrease) in other borrowings
Issuances of senior notes

Maturities of senior notes

Repurchase of senior notes

Issuance of mandatory convertible debt securities

Dividends paid

Net proceeds from issuances of common stock
Proceeds from exercise of stock options

Net cash provided by financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See Notes to Condensed Consolidated Financial Statements.

Nine Months Ended
September 30
2002 2001
$ 659,967 $ 464,284
1,605,570 780,816
140,871 241,615
(26,969)
582
23,107
(76,841) (26,193)
(134,224) (785,863)
(880,755) (141,960)
26,060 26,273
739,730 417,174
2,076,516 976,728
(3,966,649) (2,555,588)
1,360,197 1,216,955
1,715,934 398,022
6,919,477 7,279,125
(15,274,616) (10,498,493)
289,799 244,116
(229,750) (246,855)
(9,185,608) (4,162,718)
4,046,585 2,696,474
2,642,840 (1,115,910)
300,000 1,989,739
(562,605) (578,932)
(203,453)
725,075
(17,497) (16,514)
170,629 434,116
33,320 72,940
7,134,894 3,481,913
25,802 295,923
707,238 236,707
$ 733,040 $ 532,630




CAPITAL ONE FINANCIAL CORPORATION
Notes to Condensed Consolidated Financial Statements
September 30, 2002

(in thousands, except per share data) (unaudited)

Note A: Significant Accounting Policies
Organization and Basis of Presentation

The condensed consolidated financial statements include the accounts of Capital One Financial Corporation (the “Corporation”) and its subsidiaries. The
Corporation is a holding company whose subsidiaries market a variety of financial products and services to consumers. The principal subsidiaries are Capital One
Bank (the “Bank”), which offers credit card products, Capital One, F.S.B. (the “Savings Bank”), which offers consumer lending (including credit cards) and
deposit products, and Capital One Auto Finance, Inc. (“COAF”), which offers auto lending products. The Corporation and its subsidiaries are collectively referred
to as the “Company.”

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with generally accepted accounting principles
(“GAAP”) for interim financial information and the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the
information and footnotes required by GAAP for complete consolidated financial statements. In the opinion of management, all adjustments (consisting of normal
recurring accruals) considered necessary for a fair presentation have been included. The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could differ
from these estimates. Operating results for the three and nine month periods ended September 30, 2002 are not necessarily indicative of the results for the year
ending December 31, 2002. The notes to the consolidated financial statements contained in the Annual Report on Form 10-K as amended for the year ended
December 31, 2001 should be read in conjunction with these condensed consolidated financial statements. All significant intercompany balances and transactions
have been eliminated.

Reclassification

During the third quarter, the Company changed its financial statement presentation of recoveries of charged-off loans. The change was made in response to draft
guidelines that were recently published by the Federal Financial Institutions Examination Council with respect to credit card account management. Previously, the
Company recognized all recoveries of charged-off loans in the allowance for loan losses and provision for loan losses. The Company now classifies the portion of
recoveries related to previously charged-off finance charges and fees as either interest or non-interest income. All prior period recoveries have been reclassified to
conform to the current financial statement presentation of recoveries. This reclassification had no impact on prior period earnings.

Change in Estimate

The change in the classification of recoveries resulted in a change to the recoveries estimate used as part of the calculation of the Company’s allowance for loan
losses and finance charge and fee revenue. The change in the recoveries estimate resulted in an increase to the allowance for loan losses and a reduction of the
amount of finance charges and fees deemed uncollectible under our revenue recognition policy for the three month period ended September 30, 2002. The change
in estimate resulted in an increase of $38.4 million to interest income and $44.4 million to non-interest income offset by an increase in the provision for loan
losses of $133.4 million for the three month period ended September 30, 2002. Therefore, net income for the three month period ended September 30, 2002, was
negatively impacted by $31.4 million or $.14 per diluted share as a result of the change in estimate.
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Recent Accounting Pronouncements

In April of 2002, the Financial Accounting Standards Board (“FASB”) issued SFAS No.145, “Rescission of FASB Statements No. 4, 44, and 64, Amendment of
FASB Statement No. 13, and Technical Corrections” ( “SFAS No.145”). SFAS No. 145 rescinds SFAS No. 4, Reporting Gains and Losses from Extinguishment
of Debt, and an amendment of that Statement, SFAS No. 64, Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements. This Statement also amends
other existing authoritative pronouncements to make various technical corrections, clarify meanings, or describe their applicability under changed conditions.
SFAS No. 145 became effective and was adopted by the Company in May of 2002.

In July of 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities” (“SFAS No. 146”). SFAS No. 146 requires
that a liability for a disposal obligation be recognized and measured at its fair value when it is incurred rather then at the date to the Company’s commitment to an
exit plan, and severance pay in many cases be recognized over time rather than up front. The provisions of SFAS No. 146 are effective for exit or disposal
activities that are initiated after December 31, 2002. The adoption of SFAS No. 146 is not expected to have a material impact on the earnings or financial position
of the Company.

Note B: Segments

The Company manages its business by three distinct operating segments: consumer lending, auto finance and international. The consumer lending segment
primarily consists of domestic credit card and installment lending activities. The auto finance segment consists of automobile lending activities. The international
segment consists primarily of credit card lending activities outside the United States. The consumer lending, auto finance and international segments are disclosed
separately. The “other” caption includes the Company’s liquidity portfolio, new business initiatives, investments in external companies, and various non-lending
activities. The “other” caption also includes the net impact of transfer pricing, certain unallocated expenses, and gains/losses related to the securitization of assets.
Revenue for all segments is derived from external parties.

During the third quarter the Company refined its segment cost allocation policy with regard to certain previously unallocated expenses held in the “other” caption.
These previously unallocated expenses are now allocated to the reportable segments. All prior period segment disclosures have been presented on a basis
consistent with the revised segment cost allocation policy.

The accounting policies of the reportable segments are the same as those described in the summary of significant accounting policies. For segment reporting
purposes, inter-segment transactions have not been eliminated. Transactions between segments are not material and are generally accounted for as if they were
with third parties. Performance evaluation and resource allocation are based on a wide range of indicators to include both historical and forecasted operating
results.

Management decision making is performed on a managed portfolio basis. An adjustment to reconcile the managed financial information to the reported financial
information in the consolidated financial statements is provided. This adjustment reclassifies a portion of net interest income, non-interest income and provision
for loan losses into non-interest income from servicing and securitization.




For the Three Months Ended September 30, 2002

Consumer Auto Total Securitization Total
(dollars in thousands) Lending Finance International Other Managed Adjustments Reported
Net interest income $ 1,198,502 $ 146,702 $ 110,028 $(19,958) $ 1,435,274 $ (712,845) $ 722,429
Non-interest income 1,076,812 10,677 78,314 23,308 1,189,111 331,067 1,520,178
Provision for loan losses 941,615 94,258 54,975 (34,959) 1,055,889 (381,778) 674,111
Non-interest expenses 869,647 68,657 138,186 74,530 1,151,020 1,151,020
Income tax provision
(benefit) 176,340 (2,104) (3,034) (12,561) 158,641 158,641
Net income (loss) $ 287,712 $ (3,432) $ (1,785) $(23,660) $ 258,835 $ 258,835
I I
Loans receivable $45,020,563 $6,495,733 $5,255,146 $111,358 $56,882,800 $(28,778,614) $28,104,186
For the Three Months Ended September 30, 2001
Consumer Auto Total Securitization Total
(dollars in thousands) Lending Finance International Other Managed Adjustments Reported
Net interest income $ 831,677 $ 56,163 $ 73,169 $ 1,113 $ 962,122 $ (513,064) $ 449,058
Non-interest income 772,450 5,725 49,044 44,896 872,115 283,306 1,155,421
Provision for loan losses 414,418 50,635 30,861 (3,255) 492,659 (229,758) 262,901
Non-interest expenses 879,365 27,520 107,924 60,088 1,074,897 1,074,897
Income tax provision
(benefit) 117,934 (6,182) (7,744) (2,671) 101,337 101,337
Net income (loss) $ 192,410 $ (10,085) $ (8,828) $ (8,153) $ 165,344 $ 165,344
I L]
Loans receivable $32,888,767 $2,166,705 $3,492,027 $(58,479) $38,489,020 $(21,009,305) $17,479,715
For the Nine Months Ended September 30, 2002
Consumer Auto Total Securitization Total
(dollars in thousands) Lending Finance International Other Managed Adjustments Reported
Net interest income $ 3,307,762 $ 382,174 $ 285,800 $(133,620) $ 3,842,116 $ (1,854,036) $ 1,988,080
Non-interest income 3,112,061 45,447 202,253 (35,479) 3,324,282 822,232 4,146,514
Provision for loan losses 2,236,235 251,047 157,307 (7,215) 2,637,374 (1,031,804) 1,605,570
Non-interest income 2,812,901 174,203 379,593 97,864 3,464,561 3,464,561
Income tax provision
(benefit) 520,861 901 (18,614) (98,652) 404,496 404,496
Net income (loss) $ 849,826 $ 1,470 $ (30,233) $(161,096) $ 659,967 $ 659,967
I I
Loans receivable $6,495,733 $5,255,146 $ 111,358 $56,882,800 $(28,778,614)

$45,020,563

$28,104,186




For the Nine Months Ended September 30, 2001

Consumer Auto Total Securitization Total
(dollars in thousands) Lending Finance International Other Managed Adjustments Reported

Net interest income $ 2,278,020 $ 135,636 $ 199,419 $ (975 $ 2,612,100 $ (1,373,726) $ 1,238,374

Non-interest income 2,247,420 12,808 129,493 60,680 2,450,401 824,346 3,274,747

Provision for loan losses 1,203,398 111,912 92,116 (77,230) 1,330,196 (549,380) 780,816

Non-interest expenses 2,460,247 74,471 316,720 132,022 2,983,460 2,983,460
Income tax provision

(benefit) 327,491 (14,417) (31,714) 3,201 284,561 284,561

Net income (loss) $ 534,304 $ (23,522) $ (48,210) $ 1,712 $ 464,284 $ 464,284

I I

Loans receivable $32,888,767 $2,166,705 $3,492,027 $(58,479) $38,489,020 $(21,009,305) $17,479,715

During the third quarter, the Company realigned certain aspects of its European operations. Charges related to the realignment of $12.5 million ($7.8 million after
taxes) were recognized and allocated to the international segment.

During the third quarter, the Company accelerated the vesting provisions of certain restricted stock issued in connection with the acquisition of PeopleFirst, Inc.
Compensation expense of $14.5 million ($9 million after taxes) was recognized and allocated to the auto finance segment.

During the third quarter, the Company expensed $38.8 million ($24.1 million after taxes) related to the early termination of leases, unused facility capacity, and
accelerated depreciation of related fixed assets. The Company allocated $35.3 million of these expenses to the consumer lending segment, $1.5 million to the
other caption, $1.1 million to the auto finance segment, and $.9 million to the international segment.

Note C: Capitalization
In July 2002, the Company repurchased senior bank notes in the amount of $230.4 million, which resulted in a pretax gain of $27.0 million.

In July 2002, the Company filed a shelf registration statement providing for the sale of senior or subordinated debt securities, preferred stock, common stock,
common equity units, and stock purchase contracts, in an aggregate amount not to exceed $2.2 billion.

In July 2002, the Company filed a registration statement registering $7.5 million common shares for the Company’s Dividend Reinvestment and Stock Purchase
Plan (“DRP”). The DRP allows participating stockholders to purchase additional shares of the Company’s common stock through automatic reinvestment of
dividends or optional cash investments.

In April 2002, the Company completed a public offering of mandatory convertible debt securities (the “Upper DECS”), that resulted in net proceeds of
approximately $725 million. The net proceeds will be used for general corporate purposes. Each Upper DEC initially consists of and represents (i) a senior note
due May 17, 2007 with a principal amount of $50, on which the Company will pay interest quarterly at the initial annual rate of 6.25%, and (ii) a forward
purchase contract pursuant to which the holder has agreed to purchase, for $50, shares of the Company’s common stock on May 17, 2005 (or earlier under certain
conditions), with such number of shares to be determined based upon the average closing price per share of the Company’s common stock for 20 consecutive
trading days ending on the third trading day immediately preceding the stock purchase date at a minimum per share price of $63.91 and a maximum per share
price of $78.61.

In January 2002, the Company issued $300.0 million of five-year senior bank notes with a coupon rate of 8.75% under shelf registration statements.
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Note D: Comprehensive Income

Comprehensive income for the three months ended September 30, 2002 and 2001 was as follows:

Three Months Ended
September 30
2002 2001

Comprehensive Income:
Net income $258,835 $165,344
Other comprehensive income (loss) 32,483 17,265
Total comprehensive income $291,318 $182,609

I I

Note E: Earnings Per Share
Basic earnings per share is based on the weighted average number of common shares outstanding, excluding any dilutive effects of options. Diluted earnings per
share is based on the weighted average number of common and common equivalent shares, dilutive stock options or other dilutive securities outstanding during

the year.

The following table sets forth the computation of basic and diluted earnings per share:

Three Months Ended Nine Months Ended
September 30 September 30
2002 2001 2002 2001
Numerator:
Net income $258,835 $165,344 $659,967 $464,284
Denominator:
Denominator for basic earnings per share — Weighted-average shares 220,564 210,762 219,369 208,171
Effect of dilutive securities:

Stock options 7,854 9,135 9,544 11,402
Dilutive potential common shares 7,854 9,135 9,544 11,402
Denominator for diluted earnings per share — Adjusted weighted-

average shares 228,418 219,897 228,913 219,573
Basic earnings per share $ 117 $ 078 $ 3.00 $ 223
Diluted earnings per share $ 113 $ 075 $ 288 $ 211

I I I I
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Note F: Goodwill

Summary of Acquisition Goodwill

Auto
Finance International Other Total
Balance at June 30, 2002 $218,957 $6,082 $ 78,304 $303,343
Additions 5 54,000 54,005
Balance at September 30, 2002 $218,957 $6,087 $132,304 $357,348
I I I I

In July 2002 the Company’s Board of Directors voted to adopt a Termination Agreement and Mutual Release with prior owners of AmeriFee Corporation, ending
the original acquisition agreement and settling all contingent consideration provisions. The Company agreed to terms that would provide a one-time payment of
up to $55.0 million, payable in common shares or cash at the Company’s discretion, to prior owners of AmeriFee Corporation on or before November 11, 2002.
At September 30, 2002, $54.0 million is accrued and recorded as additional acquisition goodwill.

On November 11, 2002, the Corporation issued shares of its common stock having an aggregate value of $54.9 million to the prior owners of Amerifee
Corporation in accordance with the terms of the Termination Agreement. Of this amount, $43.9 million in common stock was issued under the Corporation’s
existing shelf registration statement and $11.0 million in common stock was issued in an unregistered offering.

Note H: Commitments and Contingencies
Securities Litigation

Beginning in July 2002, the Company was named as a defendant in twelve putative class action securities cases raising issues related to disclosures made in the
Form 8-K filed by the Company on July 16, 2002. All twelve actions were filed in the United States District Court for the Eastern District of Virginia, and by
order dated October 1, 2002, were consolidated as In re Capital One [Financial] Corporation Securities Litigation, Civil Action 02-1069-A. Plaintiffs filed an
amended complaint on October 17, 2002, which alleges that the Company violated Section 10(b) of the Securities Exchange Act of 1934 (the “Exchange Act”),
Rule 10b-5 promulgated thereunder, and Section 20(a) of the Exchange Act. The amended complaint asserts a class period of January 16, 2001, through July 16,
2002, inclusive.

The amended complaint generally alleges that, during the asserted class period, the Company misrepresented the adequacy of its capital levels and loan loss
allowance relating to higher risk assets. In addition, the amended complaint generally alleges that the Company was experiencing serious infrastructure
deficiencies and systemic computer problems as a result of its growth.

The Company believes that it has meritorious defenses with respect to this case and intends to defend the case vigorously. At the present time, management is not
in a position to determine whether the resolution of this case will have a material adverse effect on either the consolidated financial position of the Company or
the Company’s results of operations in any future reporting period.

Other Pending and Threatened Legal Actions:

In addition, the Company is commonly subject to various pending and threatened legal actions relating to the conduct of its normal business activities. In the
opinion of management, the ultimate aggregate liability, if any, arising out of any such pending or threatened legal actions will not be material to the results of

operations or financial position of the Company.
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Item 2.

CAPITAL ONE FINANCIAL CORPORATION
Management’s Discussion and Analysis of Financial Condition and Results of Operations

Introduction

Capital One Financial Corporation (the “Corporation”) is a holding company whose subsidiaries market a variety of products and services to consumers using its
Information-Based Strategy (“IBS”). The principal subsidiaries are Capital One Bank (the “Bank”), which offers credit card products, Capital One, F.S.B. (the
“Savings Bank™), which offers consumer lending products (including credit cards) and deposit products, and Capital One Auto Finance, Inc. (“COAF”), which
offers auto lending products. The Corporation and its subsidiaries are collectively referred to as the “Company.” As of September 30, 2002, the Company had
48.2 million accounts and $56.9 billion in managed consumer loans outstanding and was one of the largest providers of MasterCard and Visa credit cards in the
world. The Company’s profitability is affected by the net interest income and non-interest income earned on earning assets, consumer usage patterns, credit
quality, the level of marketing expense and operating efficiency.

Earnings Summary

During the third quarter, the Company changed its financial statement presentation of recoveries of charged-off loans. The change was made in response to draft
guidelines that were recently published by the Federal Financial Institutions Examination Council with respect to credit card account management. Previously, the
Company recognized all recoveries of charged-off loans in the allowance for loan losses and provision for loan losses. The Company now classifies the portion of
recoveries related to finance charges and fees as revenue. All prior period recoveries have been reclassified to conform to the current financial statement
presentation of recoveries. This reclassification had no impact on prior period earnings.

The change in the classification of recoveries resulted in a change to the recoveries estimate used as part of the calculation of the Company’s allowance for loan
losses and finance charge and fee revenue. The change in the recoveries estimate resulted in an increase to the allowance for loan losses and a reduction of the
amount of finance charges and fees deemed uncollectible under our revenue recognition policy for the three month period ended September 30, 2002. The change
in estimate resulted in an increase of $38.4 million to interest income and $44.4 million to non-interest income offset by an increase in the provision for loan
losses of $133.4 million for the three month period ended September 30, 2002. Therefore, net income for the three month period ended September 30, 2002, was
negatively impacted by $31.4 million or $.14 per diluted share as a result of the change in estimate.

Net income for the three month period ended September 30, 2002 of $258.8 million, or $1.13 per share, compared to net income of $165.3 million, or $0.75 per
share, for the same period in 2001. The increase in net income was primarily a result of an increase in asset and account volumes, offset by the $31.4 million one-
time impact of the change to the recoveries estimate and $68.2 million ($110 million, pre-tax) in one-time charges. Net income and earnings per share for the
three month period ended September 30, 2002, exceeded the Company’s targets and, as a result, the Company has revised its earnings per share target for the full
year ending December 31, 2002. See “Business Outlook” below.

Net interest income increased $273.3 million, or 61% and average earning assets increased by 53% resulting in the net interest margin increasing to 8.91% from
8.49% for the same period in 2001. $38.4 million of the increase in net interest income and a 47 basis point increase in net interest margin resulted from the one-
time impact of the change in recoveries estimate. The remaining increase in net interest income was related to the overall growth in earning assets combined with
an increase in the net interest spread.

The provision for loan losses increased $411.2 million, or 156%. $133.4 million of this increase related to the one-time impact of the change to the recoveries
estimate. The remaining increase in the provision for loan losses was primarily the result of growth in the consumer loan portfolio combined with the revised
application of the “ Expanded Guidance for Subprime Lending Programs” (the “Subprime Guidelines”). During the second quarter of 2002, the Company revised
its estimate for allowance for loan losses held against subprime loans in targeted programs as applied under the Subprime Guidelines issued by the four federal
banking agencies (the “Agencies”). The Company’s adoption of a revised application
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of the Subprime Guidelines served to increase the allowance for loan losses and capital held against subprime loans in targeted subprime programs. See “Capital
Adequacy” below.

Non-interest income increased $364.8 million, or 32%. $44.4 million of this increase related to the one-time impact of the change to the recoveries estimate. The
remaining increase resulted from an increase in average accounts of 24% combined with an increase in servicing and securitization income resulting from an
increase in the average off-balance sheet loan portfolio.

Marketing expense decreased $96.1 million, or 34%, to $185.8 million reflecting our return to a historical level of loan growth. Other non-interest expenses
(excluding marketing) increased to $965.2 million, or 22%. This increase was the result of growth in average accounts of 24% compared to the same period in the
prior year, and one-time charges of $110 million incurred in the third quarter of 2002. Of the $110 million, $38.8 million related to unused facility capacity, early
termination of facility leases, and accelerated depreciation of related fixed assets; $14.5 million related to the accelerated vesting of restricted stock issued in
connection with the PeopleFirst, Inc. acquisition; and $12.5 million related to the realignment of certain aspects of our European operations. The remaining
amounts related to investment company valuation adjustments, employee benefits, and accruals for contingent liabilities.

Net income for the nine months ended September 30, 2002 was $660.0 million, or $2.88 per share, compared to $464.3 million, or $2.11 per share, for the same
period in 2001. This 42% increase in net income primarily reflected the increases in asset and account volumes, offset by the $31.4 million one-time impact of the
change to the recoveries estimate and $68.2 million ($110 million, pre-tax) in one-time charges discussed above. Each component is discussed in further detail in
subsequent sections of this analysis.

Managed Consumer Loan Portfolio

The Company analyzes its financial performance on a managed consumer loan portfolio basis. Managed consumer loan data adds back the effect of off-balance
sheet consumer loans. The Company also evaluates its interest rate exposure on a managed portfolio basis. The managed consumer loan portfolio includes
securitized loans for which the Company has retained significant risks and rewards.

The Company’s managed consumer loan portfolio is comprised of reported and off-balance sheet loans. Off-balance sheet loans are those which have been
securitized and accounted for as sales in accordance with Statement of Financial Accounting Standards No. 140, “Accounting for Transfers and Servicing of

Financial Assets and Extinguishment of Liabilities”, (“SFAS 140”), and are not assets of the Company.
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Table 1 summarizes the Company’s managed consumer loan portfolio.

TABLE 1 — MANAGED CONSUMER LOAN PORTFOLIO

September 30
(in thousands) 2002 2001
Period-End Balances:
Reported consumer loans:
Domestic $24,969,461 $14,928,707
Foreign 3,134,725 2,551,008
Total 28,104,186 17,479,715
Off-balance sheet consumer loans:
Domestic 26,658,193 20,068,286
Foreign 2,120,421 941,019
Total 28,778,614 21,009,305
Managed consumer loan portfolio:
Domestic 51,627,654 34,996,993
Foreign 5,255,146 3,492,027
Total $56,882,800 $38,489,020
Three Months Ended
September 30
(in thousands) 2002 2001
Average Balances:
Reported consumer loans
Domestic $23,506,125 $14,633,247
Foreign 3,059,780 2,882,214
Total 26,565,905 17,515,461
Off-balance sheet consumer loans
Domestic 26,690,779 19,042,033
Foreign 2,093,453 459,911
Total 28,784,232 19,501,944
Managed consumer loan portfolio
Domestic 50,196,904 33,675,280
Foreign 5,153,233 3,342,125
Total $55,350,137 $37,017,405
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Nine Months Ended

September 30
(in thousands) 2002 2001
Average Balances:
Reported consumer loans
Domestic $21,978,251 $13,906,269
Foreign 2,811,652 2,664,410
Total 24,789,903 16,570,679
Off-balance sheet consumer loans
Domestic 24,593,186 16,661,899
Foreign 1,775,468 445,458
Total 26,368,654 17,107,357
Managed consumer loan portfolio
Domestic 46,571,437 30,568,168
Foreign 4,587,120 3,109,868
Total $51,158,557 $33,678,036

The Company actively engages in consumer loan securitization transactions. Securitization involves the transfer by the Company, in one or more transactions, of
a pool of loan receivables to an entity created for securitizations, generally a trust or other special purpose entity (the “trusts”). The credit quality of the
receivables is supported by credit enhancements, which may be in various forms including interest-only strips, subordinated interests in the pool of receivables,
cash collateral accounts, and accrued interest and fees on the investor’s share of the pool of receivables. Securities ($28.8 billion at September 30, 2002)
representing undivided interests in the pool of consumer loan receivables are sold to the public through an underwritten offering or to private investors in private
placement transactions. The Company receives the proceeds of the sale as payment for the receivables transferred. In certain securitizations, the Company retains
an interest in the entity to which it transferred receivables (“seller’s interest”) equal to the amount of the outstanding receivables transferred to the trust in excess
of the principal balance of the securities outstanding. For securitizations backed by a revolving pool of assets, the Company’s seller’s interest varies as the amount
of the excess receivables in the trusts fluctuates as the accountholders make principal payments and incur new charges on the selected accounts. A securitization
backed by non-revolving amortizing assets, such as auto loans, generally does not include a seller’s interest, as obligor principal payments are generally paid to
investors on a monthly basis. A securitization accounted for as a sale in accordance with SFAS 140 results in the removal of the receivables, other than any
applicable seller’s interest, from the Company’s balance sheet for financial and regulatory accounting purposes and the recording of any additional retained
interests.

Collections received from securitized receivables are used to pay interest to investors, servicing and other fees, and are available to absorb the investors’ share of
credit losses. For revolving securitizations, amounts collected in excess of that needed to pay the above amounts are remitted to the Company, as described in
servicing and securitizations income. For amortizing securitizations, amounts in excess of the amount that is used to pay interest, fees and principal are generally
remitted to the Company, but may be paid to investors in further reduction of their outstanding principal as described below.

Investors in the Company’s revolving securitization program are generally entitled to receive principal payments either in one lump sum after an accumulation
period or through monthly payments during an amortization period. Amortization may begin sooner in certain circumstances, including the possibility of the
annualized portfolio yield (generally consisting of interest and fees) for a three-month period dropping below the sum of the security rate payable to investors,
loan servicing fees and net credit losses during the period. Increases in net credit losses and payment rates could significantly decrease the spread and cause early
amortization. At September 30, 2002, the annualized portfolio yields on the Company’s off-balance sheet securitizations sufficiently exceeded the sum of the
related security rate payable to investors, loan servicing fees and net credit losses, and as such, early amortization of its off-balance sheet securitizations was not
indicated or expected.
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In a revolving securitization, prior to the commencement of the amortization or accumulation period, the investors’ share of the principal payments received on
the trusts’ receivables are reinvested in new receivables to maintain the principal balance of the securities. During the amortization period, the investors’ share of
principal payments is paid to the security holders until the securities are repaid. When the trust allocates principal payments to the security holders, the
Company’s reported consumer loans increase by the new amount on any new activity on the accounts. During the accumulation period, the investor’s share of
principal payments is paid into a principal funding account designed to accumulate principal collections so that the securities can be paid in full on the expected
final payment date.

Table 2 indicates the impact of the consumer loan securitizations on average earning assets, net interest margin and loan yield for the periods presented. The
Company intends to continue to securitize consumer loans.

TABLE 2 — OPERATING DATA AND RATIOS

Three Months Ended Nine Months Ended
September 30 September 30
(dollars in thousands) 2002 2001 2002 2001

Reported:

Average earning assets $32,449,448 $21,152,107 $30,161,240 $19,527,326

Net interest margin(!) 8.91% 8.49% 8.79% 8.46%

Loan yield 15.40 15.72 15.26 15.86
Managed:

Average earning assets $60,015,603 $39,994,250 $55,405,534 $36,412,332

Net interest margin(!) 9.57% 9.62% 9.25% 9.56%

Loan yield 15.04 15.91 14.71 16.16

1) Net interest margin is equal to net interest income divided by average earning assets. 47 basis points and 17 basis points of the Reported portfolio net
interest margin for the three and nine month periods ended September 30, 2002, respectively, relate to the one-time impact of the third quarter change in
recoveries estimate. 26 basis points and 10 basis points of the Managed loan portfolio net interest margin for the three and nine month periods ended
September 30, 2002, respectively, relate to the one-time impact of the third quarter change in recoveries estimate.

Risk Adjusted Revenue and Margin

The Company’s products are designed with the objective of maximizing customer value while optimizing revenue for the level of risk undertaken. Management
believes that comparable measures for external analysis are the risk adjusted revenue and risk adjusted margin of the managed portfolio. Risk adjusted revenue is
defined as net interest income and non-interest income less net charge-offs. Risk adjusted margin measures risk adjusted revenue as a percentage of average
earning assets. These measures consider not only the loan yield and net interest margin, but also the fee income associated with these products. By deducting net
charge-offs, consideration is given to the risk inherent in the Company’s portfolio.
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The Company markets its card products to specific consumer populations. The terms of each card product are actively managed to achieve a balance between risk
and expected performance, while obtaining the expected return. For example, card product terms include the ability to reprice individual accounts upwards or
downwards based on the consumer’s performance. In addition, since 1998, the Company has aggressively marketed low non-introductory rate cards to consumers
with the best established credit profiles to take advantage of the favorable risk return characteristics of this consumer type. Industry competitors have
continuously solicited the Company’s customers with similar interest rate strategies. Management believes the competition has placed, and will continue to place,
pressure on the Company’s pricing strategies.

The Company also offers other credit card products. Examples of such products include secured cards, lifestyle cards, co-branded cards, student cards and other
cards marketed to certain consumer populations that the Company believes are underserved by the Company’s competitors. These products do not have a
significant, immediate impact on managed loan balances; rather, they typically consist of lower credit limit accounts and balances that build over time. The terms
of these customized card products tend to include membership fees and higher annual finance charge rates. The profile of the consumer populations that these
products are marketed to, in some cases, may also tend to result in higher account delinquency rates and consequently higher past-due and overlimit fees as a
percentage of loan receivables outstanding than the low non-introductory rate products.

Table 3 provides income statement data and ratios for the Company’s managed consumer loan portfolio. The causes of increases and decreases in the various
components of risk adjusted revenue are discussed in further detail in subsequent sections of this analysis.

TABLE 3 — MANAGED RISK ADJUSTED REVENUE

Three Months Ended Nine Months Ended
September 30 September 30
(dollars in thousands) 2002 2001 2002 2001

Managed Income Statement:
Net interest income $1,435,274 $ 962,122 $ 3,842,117 $ 2,612,100
Non-interest income 1,189,111 872,115 3,324,286 2,450,401
Net charge-offs (685,677) (417,809) (1,873,756) (1,138,460)

Risk adjusted revenue $1,938,708 $1,416,428 $ 5,292,647 $ 3,924,041
Ratios™®:
Net interest margin 9.57% 9.62% 9.25% 9.56%
Non-interest income 7.92 8.73 8.00 8.98
Net charge-offs (4.57) (4.18) (4.51) 4.17)

Risk adjusted margin 12.92% 14.17% 12.74% 14.37%

@ As a percentage of average managed earning assets.
Net Interest Income

Net interest income is interest and past-due fees earned from the Company’s consumer loans and securities less interest expense on borrowings, which includes
interest-bearing deposits, borrowings from senior notes and other borrowings.
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Reported net interest income for the three month period ended September 30, 2002 was $722.4 million, compared to $449.1 million for the same period in the
prior year, representing an increase of $273.3 million, or 61%. For the nine month period ended September 30, 2002, reported net interest income was $2.0 billion
compared to $1.2 billion for the same period in 2001, representing an increase of $749.7 million, or 61%. Reported net interest margin increased 42 and 33 basis
points for the three and nine months ended September 30, 2002, respectively, compared to the same periods in the prior year. $38.4 million of the increase in net
interest income for the three and nine month periods ended September 30, 2002, and a 47 basis point and 17 basis point increase in the net interest margin for the
three and nine month periods ended September 30, 2002, respectively, relate to the one-time impact of the third quarter change of the recoveries estimate. The
remaining increases in net interest margin were due primarily to decreases in the cost of funds of 69 and 104 basis points for the three and nine month period
ended September 30, 2002, respectively, as compared to the same period in the prior year. The yield on consumer loans decreased 32 and 60 basis points for the
three and nine months ended September 30, 2002, respectively, as a result of a shift in the mix of the reported portfolio toward a greater composition of lower
yielding, higher credit quality loans as compared to the same periods in the prior year.

Managed net interest income increased $473.2 million and $1.2 billion, or 49% and 47%, for the three and nine month periods ended September 30, 2002,
respectively, compared to the same periods in the prior year. $38.4 million of the increase in net interest income for the three and nine month period ended
September 30, 2002, relate to the one-time impact of the third quarter change of the recoveries estimate. The remaining increases in managed net interest income
resulted from the 50% and 52% increases in managed average earning assets for the three and nine month periods ended September 30, 2002, respectively.
Managed net interest margin decreased 5 basis points and 31 basis points for the three and nine month periods ended September 30, 2002, respectively. The
decrease in managed net interest margin resulted from decreases in the yield on managed consumer loans of 87 basis points and 145 basis points for the three and
nine month periods ended September 30, 2002, respectively. The decrease in managed net interest margin was offset by a 26 basis point and 10 basis point
increase in managed net interest margin for the three and nine month periods ended September 30, 2002, respectively, as a result of the one-time impact of the
change in recoveries estimate made in the third quarter of 2002. These overall decreases were a result of the shift in the mix of the managed portfolio toward a
greater composition of lower yielding, higher credit quality loans, as well as an increase in low introductory rate balances as compared to the prior year.

Consistent with its practice since the fourth quarter of 1997, as a revenue recognition policy, the Company reduces reported revenue (including both interest and
non-interest income components of reported revenue) for that portion of finance charge and fees billed to customers that it deems uncollectible. In addition, the
Company reduces consumer loans outstandings for such uncollectible amounts. The Company recognized revenue on this basis in prior periods. The differences
between the amounts billed to customers and recognized as revenue for the three and nine months periods ended September 30, 2002, were $7.4 million and
$185.0, respectively. As discussed above, the third quarter change in recoveries estimate resulted in an $82.7 million reduction of finance charges and fees
deemed uncollectible for the three and nine month periods ended September 30, 2002. For all periods relevant to this report, the Company believes its finance
charge and fee revenue recognition policy fully satisfied applicable regulatory guidelines and was consistent with generally accepted accounting principles.

Table 4 provides reported average balance sheet data, an analysis of net interest income, net interest spread (the difference between the yield on earning assets and
the cost of interest-bearing liabilities) and net interest margin for the three and nine months ended September 30, 2002 and 2001.
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TABLE 4 — STATEMENTS OF AVERAGE BALANCES, INCOME AND EXPENSE, YIELDS AND RATES

Three Months Ended September 30

2002

2001

Average Income/ Yield/ Average Income/ Yield/
(dollars in thousands) Balance Expense Rate Balance Expense Rate
Assets:
Earning assets
Consumer loans™®
Domestic $23,506,125 $ 928,590 15.80% $14,633,247 $586,422 16.03%
Foreign 3,059,780 94,220 12.32% 2,882,214 102,150 14.18%
Total 26,565,905 1,022,810 15.40% 17,515,461 688,572 15.72%
Securities available for Sale 3,877,119 45,965 4.74% 2,645,982 37,032 5.60%
Other
Domestic 1,892,692 35,865 7.58% 793,308 16,851 8.50%
Foreign 113,732 3,439 12.10% 197,356 1,472 2.98%
Total 2,006,424 39,304 7.84% 990,664 18,323 7.40%
Total earning assets 32,449,448 $1,108,079 13.66% 21,152,107 $743,927 14.07%
Cash and due from banks 821,799 208,469
Allowance for loan losses (1,240,952) (660,333)
Premises and equipment, net 810,111 739,140
Other 2,629,317 2,451,987
Total assets $35,469,723 $23,891,370
I I I N I I
Liabilities and Equity:
Interest-bearing liabilities
Deposits
Domestic $15,495,192 $ 198,239 5.12% $ 9,777,722 $148,544 6.08%
Foreign 1,024,380 17,231 6.73% 759,471 12,867 6.78%
Total 16,519,572 215,470 5.22% 10,537,193 161,411 6.13%
Senior notes 5,718,548 110,464 7.73% 5,280,860 90,225 6.83%
Other borrowings
Domestic 5,609,508 59,473 4.24% 2,763,099 37,687 5.46%
Foreign 21,962 243 4.43% 340,164 5,546 6.52%
Total 5,631,470 59,716 4.24% 3,103,263 43,233 5.57%
Total interest-bearing liabilities 27,869,590 $ 385,650 5.54% 18,921,316 $294,869 6.23%
Other 3,182,407 2,035,143
Total liabilities 31,051,997 20,956,459
Equity 4,417,726 2,934,911
Total liabilities and equity $35,469,723 $23,891,370
Net interest spread 8.12% 7.84%
I I I N I I
Interest income to average earning assets 13.66% 14.07%
Interest expense to average earning assets 4.75 5.58
Net interest margin 8.91% 8.49%

) Interest income includes past-due fees of approximately $259,626 and $161,415 for the three month period ended September 30, 2002 and 2001,

respectively. Interest income includes $38.4 million related to the one-time impact of the change in recoveries assumption for the three month period

ended September 30, 2002.
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Table 4 — STATEMENTS OF AVERAGE BALANCES, INCOME AND EXPENSE, YIELDS AND RATES

Nine Months Ended September 30

2002 2001
Average Income/ Yield/ Average Income/ Yield/
(dollars in thousands) Balance Expense Rate Balance Expense Rate
Assets:
Earning assets
Consumer loans™®
Domestic $21,978,251 $2,570,884 15.60% $13,906,269 $1,675,367 16.06%
Foreign 2,811,652 266,105 12.62% 2,664,410 295,487 14.79%
Total 24,789,903 2,836,989 15.26% 16,570,679 1,970,854 15.86%
Securities available for Sale 3,637,778 134,124 4.92% 2,303,812 99,208 5.74%
Other
Domestic 1,666,119 90,525 7.24% 324,162 18,493 7.61%
Foreign 67,440 5,464 10.80% 328,673 5,988 2.43%
Total 1,733,559 95,989 7.28% 652,835 24,481 5.00%
Total earning assets 30,161,240 $3,067,102 13.56% 19,527,326 $2,094,543 14.30%
Cash and due from banks 523,365 170,762
Allowance for loan losses (1,037,345) (601,444)
Premises and equipment, net 805,432 726,927
Other 2,736,027 2,298,698
Total assets $33,188,719 $22,122,269
Liabilities and Equity:
Interest-bearing liabilities
Deposits
Domestic $14,176,908 $ 550,481 5.18% $ 9,123,150 $ 431,608 6.31%
Foreign 934,690 46,264 6.60% 622,323 32,243 6.91%
Total 15,111,598 596,745 5.27% 9,745,473 463,851 6.35%
Senior notes 5,703,650 314,055 7.34% 4,954,992 261,360 7.03%
Other borrowings
Domestic 5,473,453 167,224 4.07% 2,241,589 104,077 6.19%
Foreign 30,506 998 4.36% 581,068 26,881 6.17%
Total 5,503,959 168,222 4.08% 2,822,657 130,958 6.19%
Total interest-bearing liabilities 26,319,207 $1,079,022 5.47% 17,523,122 $ 856,169 6.51%
Other 2,862,853 1,966,995
Total liabilities 29,182,060 19,490,117
Equity 4,006,659 2,632,152
Total liabilities and equity $33,188,719 $22,122,269
Net interest spread 8.09% 7.79%
Interest income to average earning assets 13.56% 14.30%
Interest expense to average earning assets 4.77 5.84
Net interest margin 8.79% 8.46%

(1) Interest income includes past-due fees of approximately $729,870 and $555,796 for the nine month period ended September 30, 2002 and 2001, respectively.
Interest income includes $38.4 million related to the one-time impact of the change in
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recoveries assumption for the nine month period ended September 30, 2002

Interest Variance Analysis

Net interest income is affected by changes in the average interest rate earned on earning assets and the average interest rate paid on interest-bearing liabilities. In
addition, net interest income is affected by changes in the volume of earning assets and interest-bearing liabilities. Table 5 sets forth the dollar amount of the

increases and decreases in interest income and interest expense resulting from changes in the volume of earning assets and interest-bearing liabilities and from
changes in yields and rates.

TABLE 5 — INTEREST VARIANCE ANALYSIS

Three Months Ended Nine Months Ended
September 30, 2002 vs. 2001 September 30, 2002 vs. 2001
Increase Change due o Increase Change due wo®
(in thousands) (Decrease)(z) Volume Yield/Rate (Decrease)(z) Volume Yield/Rate

Interest Income:
Consumer loans

Domestic $ 342,168 $ 510,484 $ (205,095) $ 895,517 $ 203,321 $ 655,417

Foreign (7,930) 32,569 (42,096) (29,382) (1,070) (29,909)

Total 334,238 550,802 (254,940) 866,135 175,192 652,567
Securities available for sale 8,933 40,819 (31,886) 34,916 9,414 25,502
Other

Domestic 19,014 31,137 (12,123) 72,032 49,725 22,307

Foreign 1,967 (4,142) 6,109 (524) (11,955) 11,431

Total $ 20,981 $ 19,837 $ 1,144 $ 71,508 $ 23,279 $ 48,229
Total interest income 364,152 625,494 (299,718) 972,559 216,190 717,993
Interest Expense:
Deposits

Domestic $ 49,695 $ 186,859 $ (137,164) $ 118,873 $ 32,660 $ 86,213

Foreign 4,364 4,998 (634) 14,021 2,972 11,049

Total 54,059 194,857 (140,798) 132,894 35,877 97,017
Senior notes 20,239 7,857 12,382 52,695 3,488 49,207
Other borrowings

Domestic 21,786 73,118 (51,332) 63,147 37,686 25,461

Foreign (5,303) (3,947) (1,356) (25,883) (48,669) 22,786

Total 16,483 76,627 (60,144) 37,264 18,377 18,887
Total interest expense 90,781 287,093 (196,312) 222,853 55,400 167,453

Net interest income $ 273,371 $ 256,886 $ (21,891) $ 749,706 $ 148,841 $ 562,489

(1) The change in interest due to both volume and rates has been allocated in proportion to the relationship of the absolute dollar amounts of the change in each.
The changes in income and expense are calculated independently for each line in the table. The totals for the volume and yield/rate columns are not the sum of
the individual lines.

(2) The change in interest income includes $38.4 million related to the one-time impact of the change in recoveries assumption for the three and nine month
periods ended September 30, 2002.

Servicing and Securitizations Income

In accordance with SFAS 140, the Company records gains or losses on the off-balance sheet securitizations of consumer loan receivables on the date of sale based
on the estimated fair value of assets sold and retained and liabilities incurred in the sale. Retained interests in securitized assets include “interest only” (“I/0”)
strips, retained subordinated interests in the transferred pool of receivables, cash collateral accounts and accrued interest and fees on the investor’s share of the

pool of receivables. Gains represent the present value of estimated excess cash flows the Company will receive
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over the estimated life of the receivables and are included in servicing and securitization income. This excess cash flow essentially represents an I/O strip,
consisting of the following estimates: excess of finance charges and past-due fees over the sum of the return paid to investors, contractual servicing fees and
credit losses. The credit risk exposure on retained interests exceeds the pro rata share of the Company’s interest in the pool of receivables. However, exposure to
credit losses on the securitized loans is contractually limited to the retained interests.

Servicing and securitization income represents servicing fees, excess spread and other fees relating to consumer loan receivables sold through securitization and
other sale transactions, as well as gains and losses recognized as a result of these transactions. Servicing and securitizations income increased $158.1 million, or
24% to $815.3 million for the three months ended September 30, 2002, from $657.2 million in the same period in the prior year. Servicing and securitizations
income increased $354.5 million, or 20% to $2.2 billion for the nine month periods ended September 30, 2002, from $1.8 billion in the same period in the prior
year. These increases were primarily due to 48% and 54% increases in average off-balance sheet loan portfolio, offset in part by higher charge-offs on securitzed
loans for the three and nine month periods ended September 30, 2002.

Certain estimates inherent in the determination of the fair value of the retained interests are influenced by factors outside the Company’s control, and as a result,
such estimates could materially change in the near term. Any future gains that will be recognized in accordance with SFAS 140 will be dependent on the timing

and amount of future securitizations. The Company intends to continuously assess the performance of new and existing securitization transactions, and therefore
the valuation of retained interests, as estimates of future cash flows change.

Other Non-Interest Income

Interchange income increased to $118.2 million and $353.7 million, or 22% and 33%, for the three and nine month periods ended September 30, 2002,
respectively, compared to $96.7 and $265.2 million for the same period in the prior year. This increase was primarily attributable to increased purchase volume
and new account growth for the three and nine month periods ended September 30, 2002. Service charges and other customer-related fees increased $185.2 and
$428.9 million, or 46% and 36%, to $586.7 million and $1.6 billion for the three and nine month periods ended September 30, 2002, respectively, compared to the
same periods in the prior year. $44.4 million of the increase related to the one-time impact of the change in the recoveries assumption. The remaining increases
were primarily due to the increase in average accounts of 24% and 27% for the three and nine month periods ended September 30, 2002, respectively, compared
to the same periods in the prior year.

Non-Interest Expense

Non-interest expense for the three and nine months ended September 30, 2002 was $1.2 billion and $3.5 billion, respectively, an increase of 7% and 16% over
$1.1 billion and $3.0 billion for the same period in the prior year. Contributing to the increase in non-interest expense for the three and nine months ended
September 30, 2002 was salaries and associate benefits expense which increased $67.7 million, or 19%, and $160.0 million, or 16%, respectively. Marketing
expense decreased $96.1 million, or 34%, to $185.8 and increased $78.0 million, or 10%, to $859.8 million for the three and nine month periods ended
September 30, 2002, respectively, which was the result of the return to a historical level of loan growth. All other non-interest expenses increased $104.5 million
and $243.1 million, or 24% and 21%, to $548.0 and $1.4 billion for the three and nine month periods ended September 30, 2002, respectively, from $443.5 and
$1.2 billion for the same period in the prior year. This increase was a result of a 24% and 27% increase in the average number of accounts for the three and nine
month periods ended September 30, 2002, as compared to the same periods in the prior year and $110 million of one-time charges taken in the third quarter of
2002. Of the $110 million: $38.8 million related to unused facility capacity, early termination of facility leases, and accelerated depreciation of related fixed
assets; $14.5 million related to the accelerated vesting of restricted stock issued in connection with the PeopleFirst, Inc. acquisition; and $12.5 million related to
the realignment of certain aspects of our European operations. The remaining amounts related to investment company valuation adjustments, employee benefits,
and accruals for contingent liabilities.
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Income Taxes

The Company’s effective income tax rate was 38% for the three months ended September 30, 2002 and 2001 and includes both state and federal income tax
components.

Asset Quality

The asset quality of a portfolio is generally a function of the initial underwriting criteria used, levels of competition, account management activities and
demographic concentration, as well as general economic conditions. The seasoning of the accounts is also an important factor in the delinquency and loss levels
of the portfolio. Accounts tend to exhibit a rising trend of delinquency and credit losses as they season.

Delinquencies

Table 6 shows the Company’s consumer loan delinquency trends for the periods presented on a reported and managed basis. The entire balance of an account is
contractually delinquent if the minimum payment is not received by the payment due date. Delinquencies not only have the potential to impact earnings if the

account charges off, they also result in additional costs in terms of the personnel and other resources dedicated to resolving the delinquencies.

TABLE 6 — DELINQUENCIES

September 30
2002 2001
% of % of
(dollars in thousands) Loans Total Loans Loans Total Loans
Reported:
Loans outstanding $28,104,186 100.00% $17,479,715 100.00%
Loans delinquent:
30-59 days 789,383 2.81 381,792 2.18
60-89 days 416,530 1.48 203,187 1.16
90 or more days 545,044 1.94 315,829 1.81
Total $ 1,750,957 6.23%1) $ 900,808 5.15%
Loans delinquent by geographic area:
Domestic 1,648,844 6.60% 791,641 5.30%
Foreign 102,113 3.26% 109,167 4.28%
Managed:
Loans outstanding $56,882,800 100.00% $38,489,020 100.00%
Loans delinquent:
30-59 days 1,256,304 2.21 754,201 1.96
60-89 days 715,046 1.26 448,924 1.17
90 or more days 1,078,802 1.89 799,077 2.07

Total $ 3,050,152 5.36%(1) $ 2,002,202 5.20%

) Reported and Managed delinquency rates include 28 basis point and 14 basis point increases, respectively, related to one-time impact of the third quarter
change in recoveries assumption.
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Net Charge-Offs

Net charge-offs include the principal amount of losses (excluding accrued and unpaid finance charges, fees and fraud losses) less current period principal
recoveries. Table 7 shows the Company’s net charge-offs for the periods presented on a reported and managed basis.

TABLE 7 — NET CHARGE-OFFS

Three Months Ended Nine Months Ended
September 30 September 30
(dollars in thousands) 2002 2001 2002 2001

Reported:

Average loans outstanding $26,565,905 $17,515,461 $24,789,903 $16,570,679
Net charge-offs 303,899 188,052 841,952 589,080
Net charge-offs as a percentage of

Average loans outstanding 4.58% 4.29% 4.53% 4.74%

Managed:

Average loans outstanding $55,350,137 $37,017,405 $51,158,557 $33,678,036
Net charge-offs 685,677 417,809 1,873,756 1,138,460
Net charge-offs as a percentage of

Average loans outstanding 4.96% 4.51% 4.88% 4.51%

Net charge-offs of managed loans increased $267.9 million, or 64%, while average managed consumer loans for the three month period ended September 30,
2002 grew 50%, compared to the same period in the prior year. Net charge-offs of managed loans increased $735.3 million, or 65%, while average managed
consumer loans for the nine month period ended September 30, 2002 grew 52%, compared to the same period in the prior year. For the three and nine month
periods ended September 30, 2002, the Company’s net charge-offs as a percentage of average managed loans outstanding were 4.96% and 4.88%, respectively,
compared to 4.51% for the same periods in the prior year. The increase net charge-off rate is due to the seasoning of subprime assets added in the fourth quarter of
2001 and early 2002 combined with the slowing loan growth rate.

Provision and Allowance for Loan Losses

The allowance for loan losses is maintained at an amount estimated to be sufficient to absorb probable future losses, net of principal recoveries (including
recovery of collateral), inherent in the existing reported loan portfolio. The provision for loan losses is the periodic cost of maintaining an adequate allowance.
Management believes that, for all relevant periods, the allowance for loan losses was adequate to cover anticipated losses in the total reported consumer loan
portfolio under then current conditions, met all applicable legal and regulatory guidance and was consistent with generally accepted accounting principles. There
can be no assurance as to future credit losses that may be incurred in connection with the Company’s consumer loan portfolio, nor can there be any assurance that
the loan loss allowance that has been established by the Company will be sufficient to absorb such future credit losses. The allowance is a general allowance
applicable to the reported homogeneous consumer loan portfolio. The amount of allowance necessary is determined primarily based on a migration analysis of
delinquent and current accounts. In evaluating the sufficiency of the allowance for loan losses, management also takes into consideration the following factors:
recent trends in delinquencies and charge-offs including bankrupt, deceased and recovered amounts; historical trends in loan volume; forecasting uncertainties
and size of credit risks; the degree of risk inherent in the composition of the loan portfolio; economic conditions; legal and regulatory guidance (including the
Subprime Guidelines); credit evaluations and underwriting policies.
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Table 8 sets forth the activity in the allowance for loan losses for the periods indicated. See “Asset Quality,” “Delinquencies” and “Net Charge-Offs” for a more
complete analysis of asset quality.

TABLE 8 — SUMMARY OF ALLOWANCE FOR LOAN LOSSES

Three Months Ended Nine Months Ended
September 30 September 30
(dollars in thousands) 2002 2001 2002 2001

Balance at beginning of period $1,237,000 $ 647,000 $ 840,000 $ 527,000
Provision for loan losses:

Domestic 646,818 257,013 1,513,509 726,941

Foreign 27,293 5,888 92,061 53,875

Total provision for loan losses 674,111 262,901 1,605,570 780,816
Acquisitions/other (12,212) 5,151 (8,618) 8,264
Charge-offs:

Domestic (331,102) (206,441) (924,280) (653,911)

Foreign (31,980) (29,196) (91,771) (82,416)

Total charge-offs (363,082) (235,637) (1,016,051) (736,327)
Principal recoveries:

Domestic 52,485 41,652 154,968 133,382

Foreign 6,698 5,933 19,131 13,865

Total principal recoveries 59,183 47,585 174,099 147,247
Net charge-offs (303,899) (188,052) (841,952) (589,080)
Balance at end of period $1,595,000 $ 727,000 $ 1,595,000 $ 727,000
Allowance for loan losses to loans at period-end 5.68% 4.16% 5.68% 4.16%
Allowance for loan losses by geographic distribution:

Domestic $1,517,173 $ 666,995 $ 1,517,173 $ 666,995

Foreign 77,827 60,005 77,827 60,005

For the three and nine month periods ended September 30, 2002, the provision for loan losses increased to $674.1 million and $1.6 billion, or 156% and 106%,
respectively, from $262.9 million and $780.8 million for the comparable periods in the prior year. This increase was primarily a result of the 61% increase in
reported loans from September 30, 2001, a 62% increase in the dollar amount of net charge-offs for the three months ended September 30, 2002, and $133.4
million related to the one-time impact of the third quarter change in the recoveries assumption.
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Funding

The Company has established access to a variety of funding alternatives, in addition to securitization of its consumer loans. Table 9 illustrates the Company’s
unsecured funding sources.

TABLE 9 — FUNDING AVAILABILITY

Effective/ Final
(dollars or dollar equivalents in millions) Issue Date Total Capacity Availability(l) Maturity(s)
Senior and Subordinate Global Bank Note Program®®) 6/00 $5,000 $2,264 —
Senior Domestic Bank Note Program(B) 4/97 $1,261 —
Multicurrency Facility® 8/00 $ 296 $ 296 8/04
Domestic Revolving Credit Facility 5/99 $1,200 $1,200 5/03
Corporation shelf registration 3/02 $2,292 $2,292 —

(€)) All funding sources are non-revolving except for the Multicurrency Credit Facility and the Domestic Revolving Credit Facility. Funding availability
under the credit facilities is subject to compliance with certain representations, warranties and covenants. Funding availability under all other sources is
subject to market conditions.

2) The global senior and subordinated bank note program has original terms of three to five years.

3) The senior domestic bank note program has original terms of one to ten years.

“4) US dollar equivalent based on the USD/Euro exchange rate as of September 30, 2002.

5) Maturity date refers to the date the facility terminates, where applicable.

The Senior and Subordinate Global Bank Note Program gives the Bank the ability to issue securities to both U.S. and non-U.S. lenders and to raise funds in
foreign currencies. The Senior and Subordinate Global Bank Note Program had $2.7 billion outstanding at September 30, 2002. Prior to the establishment of the
Senior and Subordinate Global Bank Note Program, the Bank issued senior unsecured debt through its $8.0 billion Senior Domestic Bank Note Program, of
which $1.3 billion was outstanding at September 30, 2002. The Bank did not renew the Senior Domestic Bank Note Program for future issuances.

The Domestic Revolving Credit Facility (the “Credit Facility”) is available for general corporate purposes of the Company. The Credit Facility is comprised of
two tranches: a $810 million Tranche A facility available to the Bank and the Savings Bank, including an option for up to $250 million in multicurrency
availability; and a $390 Tranche B facility available to the Corporation, the Bank and the Savings Bank, including an option for up to $150 million in
multicurrency availability. All borrowings under the Credit Facility are based on varying terms of LIBOR. The Bank has irrevocably undertaken to honor any
demand by the lenders to repay any borrowings which are due and payable by the Savings Bank but have not been paid.

The Multicurrency Facility is intended to finance the Bank’s business in the United Kingdom. The Corporation serves as guarantor of all borrowings by Capital
One Bank (Europe), plc under the Multicurrency Facility. Internationally, the Company has funding programs designed for foreign investors or to raise funds in
foreign currencies allowing the Company to borrow from the U.S. and non-U.S. lenders, including foreign currency funding options under the Credit Facility
discussed above. The Company funds its foreign assets by directly or synthetically borrowing or securitizing in the local currency to mitigate the financial
statement effect of currency translations.

As of September 30, 2002, the Corporation had two effective shelf registration statements under which the Corporation from time to time may offer and sell
senior or subordinated debt securities, preferred stock, common stock, common equity units and stock purchase contracts.

On November 11, 2002, the Corporation issued shares of its common stock having an aggregate value of $54.9 million to certain former shareholders of Amerifee
Corporation in connection with the termination of the stock purchase agreement relating to the Corporation’s acquisition of Amerifee Corporation. Of this
amount, $43.9 million of the Corporation’s common stock was issued through its shelf registration statement and $11.0 million was issued in an unregistered
offering.

The Company’s other borrowings portfolio consisted of $2.7 billion in borrowings maturing within one year and $3.9 billion in borrowings maturing after one
year.

The Company continues to expand its retail deposit gathering efforts through both direct and broker marketing channels. The Company uses its IBS capabilities to
test and market a variety of retail deposit
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origination strategies, including via the Internet, as well as to develop customized account management programs. As of September 30, 2002, the Company had
$16.9 billion in interest-bearing deposits of which $6.4 billion represents large denomination certificates of $100 thousand or more, with original maturities of up
to ten years.

Table 10 shows the maturation of certificates of deposit in denominations of $100,000 or greater (“large denomination CDs”) as of September 30, 2002.

TABLE 10 — MATURITIES OF LARGE DENOMINATION CERTIFICATES-$100,000 OR MORE

September 30, 2002
(dollars in thousands) Balance Percent
Three months or less $ 651,461 10.25%
Over 3 through 6 months 621,708 9.78
Over 6 through 12 months 1,064,932 16.76
Over 12 months through 10 years 4,017,385 63.21
Total $6,355,486 100.00%

Liquidity

Liquidity refers to the Company’s ability to meet its cash needs. The Company meets its cash requirements by securitizing assets, gathering deposits and through
issuing debt and equity. As discussed in “Managed Consumer Loan Portfolio,” a significant source of liquidity for the Company has been the securitization of
consumer loans. Maturity terms of the existing securitizations vary from 2002 to 2008 and for revolving securitizations, have accumulation periods during which
principal payments are aggregated to make payments to investors. As payments on the loans are accumulated and are no longer reinvested in new loans, the
Company’s funding requirements for such new loans increase accordingly. The occurrence of certain events may cause the securitization transactions to amortize
earlier than scheduled, which would accelerate the need for funding. Additionally, this early amortization would have a significant effect on the ability of the
Bank and Savings Bank to meet capital adequacy requirements as all off-balance sheet loans experiencing such early amortization would have to be recorded on
the balance sheet.

As such loans amortize or are otherwise paid, the Company believes it can securitize consumer loans, gather deposits, purchase federal funds and establish other
funding sources to fund new loan growth, although no assurance can be given to that effect. Additionally, the Company maintains a portfolio of high-quality
securities such as U.S. Treasuries and other U.S. government obligations, commercial paper, interest-bearing deposits with other banks, federal funds and other
cash equivalents in order to provide adequate liquidity and to meet its ongoing cash needs. As of September 30, 2002, the Company held $5.0 billion in such
securities.

Capital Adequacy

The Bank and the Savings Bank are subject to capital adequacy guidelines adopted by the Federal Reserve Board (the “Federal Reserve”) and the Office of Thrift
Supervision (the “OTS”) (collectively, the “regulators”), respectively. The capital adequacy guidelines and the regulatory framework for prompt corrective action
require the Bank and the Savings Bank to maintain specific capital levels based upon quantitative measures of their assets, liabilities and off-balance sheet items.
The most recent notifications received from the regulators categorized the Bank and the Savings Bank as “well-capitalized.” To be categorized as “well-
capitalized,” the Bank and the Savings Bank must maintain minimum capital ratios as set forth in Table 11. As of September 30, 2002, there were no conditions

or events since the notifications discussed above that management believes would have changed either the Bank’s or the Savings Bank’s capital category.
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TABLE 11 — REGULATORY CAPITAL RATIOS

Call Report Applying Subprime To Be "Well Capitalized" Under
Basis Guidance Minimum for Capital Prompt Corrective Action
Ratios Ratios Adequacy Purposes Provisions
September 30, 2002
Capital One Bank
Tier 1 Capital 14.30% 10.49% 4.00% 6.00%
Total Capital 16.35 12.26 8.00 10.00
Tier 1 Leverage 12.66 12.66 4.00 5.00
Capital One, F.S.B.
Tier 1 Capital 15.29% 11.14% 4.00% 6.00%
Total Capital 17.02 12.74 8.00 10.00
Tier 1 Leverage 13.37 13.37 4.00 5.00
September 30, 2001
Capital One Bank
Tier 1 Capital 11.86% 4.00% 6.00%
Total Capital 13.96 8.00 10.00
Tier 1 Leverage 11.54 4.00 5.00
Capital One, F.S.B.
Tier 1 Capital 9.47% 4.00% 6.00%
Total Capital 11.65 8.00 10.00
Tier 1 Leverage 9.11 4.00 5.00

Since early 2001, the Bank and the Savings Bank have treated a portion of their loans as “subprime” under the Subprime Guidelines and have assessed their
capital and allowance for loan losses accordingly. In the second quarter 2002, the Company adopted a revised application of the Subprime Guidelines, the result
of which is to require more capital and allowance for loan losses to be held against subprime loans. Under the revised application of the Subprime Guidelines, the
Company has, for purposes of calculating capital ratios, risk weighted subprime loans in targeted programs at 200%, rather than the 100% risk weighting applied
to loans not in targeted subprime programs. The Company has addressed the additional capital requirements with available resources. Under the revised
application of the Subprime Guidelines, each of the Bank and the Savings Bank exceeds the requirements for a “well-capitalized” institution as of September 30,
2002.

For purposes of the Subprime Guidelines, the Company has treated as “subprime” all loans in the Bank’s and the Savings Bank’s targeted subprime programs to
customers either with a Fair, Isaac and Company (“FICO”) score of 660 or below or with no FICO score. The Bank and the Savings Bank hold on average 200%
of the total risk-based capital charge that would otherwise apply to such assets. This results in higher levels of regulatory capital at the Bank and the Savings
Bank. As of September 30, 2002, approximately $5.6 billion or 28.7% of the Bank’s, and $3.5 billion or 29.7% of the Savings Bank’s, on-balance sheet assets
were treated as “subprime” for purposes of the Subprime Guidelines.

In November 2001, the Agencies adopted an amendment to the regulatory capital standards regarding the treatment of certain recourse obligations, direct credit
substitutes (i.e., guarantees on third-party assets), residual interests in asset securitizations and certain other securitized transactions. Effective January 1,
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2002, this rule amends the Agencies’ regulatory capital standards to create greater differentiation in the capital treatment of residual interests. On May 17, 2002,
the Agencies issued an advisory interpreting the application of this rule to a residual interest commonly referred to as an accrued interest receivable (the “AIR
Advisory”). The effect of this AIR Advisory is to require all insured depository institutions, including the Bank and the Savings Bank, to hold significantly higher
levels of regulatory capital against accrued interest receivables beginning December 31, 2002. The Company expects the Bank and the Savings Bank to meet this
capital requirement and to remain well capitalized when the AIR Advisory becomes effective at year-end.

The Company expects the Bank and the Savings Bank to continue to maintain regulatory capital ratios that meet the well capitalized criteria after application of
all legal and regulatory guidance including the Subprime Guidelines and the AIR Advisory (when it becomes effective). In this regard, the Company expects to
operate each of the Bank and the Savings Bank in the future with a total capital ratio of at least 12%.

The Corporation has a number of alternatives available to meet any additional regulatory capital needs of the Bank and the Savings Bank, including substantial
liquidity held at the Corporation and available for contribution.

In August 2000, the Bank received regulatory approval and established a subsidiary bank in the United Kingdom. In connection with the approval of its former
branch office in the United Kingdom, the Company committed to the Federal Reserve that, for so long as the Bank maintains a branch or subsidiary bank in the
United Kingdom, the Company will maintain a minimum Tier 1 leverage ratio of 3.0%. As of September 30, 2002, the Company’s Tier 1 leverage ratio was
11.65%. The Company expects to maintain a Tier 1 leverage ratio of at least 6% in the future.

Additionally, certain regulatory restrictions exist which limit the ability of the Bank and the Savings Bank to transfer funds to the Corporation. As of
September 30, 2002, retained earnings of the Bank and the Savings Bank of $636.4 million and $165.5 million, respectively, were available for payment of
dividends to the Corporation, without prior approval by the Federal Reserve and the OTS. The Savings Bank, however, is required to give the OTS at least 30
days advance notice of any proposed dividend and the OTS, in its discretion, may object to such dividend.

Off-Balance Sheet Risk

The Company is subject to off-balance sheet risk in the normal course of business including commitments to extend credit and interest rate sensitivity related to
its securitization transactions.

Derivative Instruments

The Company enters into interest rate swap agreements in the management of its interest rate exposure. The Company also enters into forward foreign currency
exchange contracts and currency swaps to reduce its sensitivity to changing foreign currency exchange rates. These derivative financial instruments expose the
Company to certain credit, market, legal and operational risks. The Company has established credit policies for these instruments.

Interest Rate Sensitivity

Interest rate sensitivity refers to the change in earnings that may result from changes in the level of interest rates. To the extent that managed interest income and
expense do not respond equally to changes in interest rates, or that all rates do not change uniformly, earnings could be affected. The Company’s managed net
interest income is affected primarily by changes in LIBOR, as variable rate card receivables, securitization bonds, and corporate debts are repriced. The Company
manages and mitigates its interest rate sensitivity through several techniques, which include, but are not limited to, changing the maturity, repricing and
distribution of assets and liabilities and by entering into interest rate swaps.

The Company measures interest rate risk through the use of a simulation model. The model generates a normal distribution of twelve-month managed net interest
income outcomes based on a plausible set of interest rate paths, which are generated from an industry-accepted model. The consolidated balance sheet and all off-

balance sheet positions are included in the analysis. The Company’s Asset/Liability
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Management Policy requires, that based on this distribution, there be no more than a 5% probability of a 12-month reduction in net interest income of more than
$50 million, or 1.4% of 2001 net interest income. As of September 30, 2002, the Company was in compliance with the policy. The interest rate scenarios
evaluated as of September 30, 2002 included scenarios in which short-term interest rates rose by over 300 basis points or fell by as much as 170 basis points over
the 12-months. Additionally, the Company regularly reviews the output of other industry accepted techniques for measuring and managing exposures to rate
movements, including measures based on the net present value of assets less liabilities (termed “economic value of equity”). These analyses do not consider the
effects from changes in the overall level of economic activity associated with various interest rate scenarios. Further, in the event of a rate change of large
magnitude, management would likely take actions to further mitigate its exposure. For example, management may, within legal and competitive constraints,
reprice interest rates on outstanding credit card loans.

Reportable Segments

The Company manages its business by three distinct operating segments: consumer lending, auto finance and international. These segments have been separately
reported. Management decision making is performed on a managed portfolio basis, and such information about reportable segments is provided on a managed
basis.

Consumer Lending Segment

The consumer lending segment consists primarily of domestic credit card and installment lending activities. Total consumer lending segment loans outstanding
increased 37% to $45.0 billion at September 30, 2002, compared to $32.9 billion at September 30, 2001. The achieved loan growth reflects the Company’s
substantial opportunity to grow loans using IBS.

Net charge-offs of consumer lending segment loans increased $200.2 million, or 54%, while average consumer lending segment loans for the three months ended
September 30, 2002 grew 40%, compared to the same period in the prior year. For the three months ended September 30, 2002, the consumer lending segment’s
net charge-offs as a percentage of average consumer lending segment loans outstanding were 5.16%, compared to 4.69% for the same periods in the prior year, as
expected.

The 30-plus day delinquency rate for the consumer lending segment was 5.41% as of September 30, 2002, up 22 basis points from 5.19% as of September 30,
2001.

During the third quarter, the Company expensed $38.8 million related to the early termination of leases, unused facility capacity, and accelerated depreciation of
related fixed assets. The Company allocated $35.3 million of these expenses to the consumer lending segment.

Auto Finance Segment

The auto finance segment consists of automobile lending activities. Total auto finance segment loans outstanding increased 200% to $6.5 billion at September 30,
2002, compared to $2.2 billion at September 30, 2001. The increase in total loans outstanding was principally the result of the successful application of our IBS to
originate loans and the balances and accounts added in connection with the PeopleFirst, Inc. acquisition in October 2001.

Net charge-offs of auto finance segment loans increased $36.2 million, or 162%, while average auto finance segment loans for the three months ended September
30, 2002 grew 204%, compared to the same period in the prior year. For the three months ended September 30, 2002, the auto finance segment’s net charge-offs
as a percentage of average auto finance segment loans outstanding were 3.97%, compared to 4.61% for the same periods in the prior year primarily as a result of
the credit quality of balances and accounts added in connection with the PeopleFirst Inc. acquisition.

The 30-plus day delinquency rate for the auto finance segment was 6.30% as of September 30, 2002, down 98 basis points from 7.28% as of September 30, 2001.
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During the third quarter, the Company accelerated the vesting provisions of certain restricted stock issued in connection with the acquisition of PeopleFirst, Inc.
Compensation expense of $14.5 million was recognized and allocated to the auto finance segment.

International Segment

The international segment consists of all non-domestic consumer lending activities. Total international segment loans outstanding increased 50% to $5.3 billion at
September 30, 2002, compared to $3.5 billion at September 30, 2001. The increase in total outstandings was principally the result of the successful application of
our IBS to originate loans in the United Kingdom and Canada.

Net charge-offs of international finance segment loans increased $17.5 million, or 61%, while average international segment loans for the three months ended
September 30, 2002 grew 54%, compared to the same period in the prior year. For the three months ended September 30, 2002, the international segment’s net
charge-offs as a percentage of average international segment loans outstanding were 3.61%, compared to 3.46% for the same periods in the prior year .

The 30-plus day delinquency rate for the international segment was 3.78% as of September 30, 2002, down 10 basis points from 3.88% as of September 30, 2001.

During the third quarter, the Company realigned certain aspects of our European operations. Charges related to the realignment of $12.5 million were recognized
and allocated to the international segment.

See additional discussion of product and lending activity in the “Product and Market Opportunities” section below.
BUSINESS OUTLOOK Earnings, Goals and Strategies

This business outlook section summarizes Capital One’s expectations for earnings for 2002 and 2003, and our primary goals and strategies for continued growth.
The statements contained in this section are based on management’s current expectations. Certain statements are forward-looking and, therefore, actual results
could differ materially. Factors that could materially influence results are set forth throughout this section and in Capital One’s Annual Report on Form 10-K as
amended for the year ended December 31, 2001 (Part I, Item 1, Risk Factors).

We have set a target, dependent on the factors set forth below, to increase Capital One’s earnings per share for 2002 and 2003 by approximately 35% and 15%
respectively, over earnings per share for 2001 and 2002, respectively, with a long-term earnings per share annual growth target of at least 20%. The Company
expect to report earnings per share of approximately $3.93 and 4.55 for 2002 and 2003, respectively. These earnings targets have been set in light of the earnings
reported in the first three quarters of 2002, and expected continuing success of Capital One’s business strategy. We expect revenues in the fourth quarter of 2002
to decline by approximately 11% (on an annualized basis) compared to third quarter revenues, as a result of the change in recoveries estimate discussed in
“Earning Summary” above. In 2003, we expect quarterly revenue growth to return to a range of approximately 14%-16% (on an annualized basis). Our earnings
targets take into account the regulatory developments discussed below and elsewhere in this Quarterly Report on Form 10-Q. As discussed elsewhere in this
report and below, Capital One’s actual earnings are a function of our revenues (net interest income and non-interest income on our earning assets), consumer
usage and payment patterns, credit quality of our earning assets (which affects fees and charge-offs), marketing expenses and operating expenses.

Our net interest margin increased during the third quarter of 2002, but we anticipate that our net interest margin may continue to fluctuate, based on continued
movement in the underlying components, the scheduled repricing of certain introductory rate credit card products and continuing shifts in our asset mix. We also
expect our revenue margin to decrease in the fourth quarter of 2002 due to the expected higher growth rate in our higher-end credit card portfolio compared to our
subprime portfolio, but to stabilize in 2003.

32




Product and Market Opportunities

Our strategy for future growth has been, and is expected to continue to be, to apply our proprietary IBS to our lending business. We will seek to identify new
product opportunities and to make informed investment decisions regarding new and existing products. Our lending and other financial products are subject to
competitive pressures, which management anticipates will continue to increase as these markets mature.

Lending includes credit card and other consumer lending products, such as automobile financing and unsecured installment lending. Credit card opportunities
include, and are expected to continue to include, a wide variety of highly customized products with interest rates, credit lines and other features specifically
tailored for each customer. We expect continued growth across a broad spectrum of new and existing customized products, which are distinguished by a range of
credit lines, pricing structures and other characteristics, with the majority of our growth at the higher end of the credit spectrum. For example, our low rate
products, which are typically marketed to consumers with the best established credit profiles, are characterized by higher credit lines, lower yields and an
expectation of lower delinquencies and credit loss rates. On the other hand, certain other customized card products are offered to customers with limited credit
profiles or with prior delinquencies, including customers with FICO scores of 660 or below (so called “subprime” customers) which are characterized by lower
credit lines, higher yields (including fees) and, in some cases, higher delinquencies and credit loss rates. These products also involve higher operational costs but
exhibit better response rates and a greater ability to reprice than traditional products. We intend to grow the subprime portion of our portfolio more slowly than
our prime or superprime portfolios. We have also focused increased efforts on our installment loan business, which provides non-revolving loans to consumers
across the credit spectrum. In May 2001, we acquired Amerifee Inc., an originator of consumer loans for elective medical procedures, to assist our growth plans
for our installment lending business.

Capital One Auto Finance, Inc., our automobile finance subsidiary, offers loans, secured by automobiles, through dealer networks and through direct-to-consumer
channels throughout the United States. As with our credit card lending, we have applied IBS to our auto finance lending activities by reinventing existing
products and creating new products to optimize pricing and customer selection, and to implement our conservative risk management strategy. In October 2001,
we acquired PeopleFirst, Inc., the nation’s largest online provider of direct motor vehicle loans. We anticipate continued auto finance lending activities growth
and we also plan to sell auto loans of approximately $0.5 billion to $1 billion during the fourth quarter.

We have expanded our existing operations outside of the United States and have experienced growth in the number of accounts and loan balances in our
international business. To date, our principal operations outside of the United States have been in the United Kingdom, with additional operations in Canada,
France and South Africa. Our bank in the United Kingdom has authority to conduct full-service operations to support the continued growth of our United
Kingdom business and any future business in Europe. We anticipate entering and doing business in additional countries from time to time as opportunities arise.

We expect to grow our managed loan portfolio by approximately 30% in 2002 and by approximately 20-25% in 2003. We also expect to continue our strategy of
diversifying upmarket and into other lending products and geographies by growing our prime and superprime credit card portfolios at approximately a 25% rate
and our subprime portfolio at a 10%-15% rate in 2003, and by growing our installment loan, auto finance and international credit card loans more quickly than
our domestic credit card loans in the future. Our superprime, United Kingdom credit card, and auto finance businesses are currently profitable, reflecting the
return on the significant marketing investments made in these business lines in recent years, and constituting approximately 27% of our managed loan portfolio as
of September 30, 2002. Because of the larger balances per account associated with higher-end card loans as well as automobile and installment loans, the gradual
mix shift toward these loans will lead to lower account growth than loan growth. Account growth is expected to be negative in the fourth quarter of 2002, but is
expected to resume in 2003, albeit at a rate lower than loan growth and lower than the rate of account growth experienced in 2001 and the first six months of
2002.

We will continue to apply our IBS in an effort to balance the mix of credit card products with other financial products and services to optimize profitability within
the context of acceptable risk. We continually test new product offerings and pricing combinations, using IBS, to target different consumer
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groups. The number of tests we conduct has increased each year since 1994 and we expect further increases in 2002. Our growth through expansion and product
diversification, however, will be affected by our ability to build internally or acquire the necessary operational and organizational infrastructure, recruit
experienced personnel, fund these new businesses and manage expenses. Although we believe we have the personnel, financial resources and business strategy
necessary for continued success, there can be no assurance that our results of operations and financial condition in the future will reflect our historical financial
performance.

Marketing Investment

We expect our overall 2002 marketing expenses to be comparable to the marketing expense level in 2001, as we continue to invest marketing funds in various
consumer lending products and services. After reducing marketing expenses in the third quarter of 2002, we expect to see increased levels in the fourth quarter
and expect our marketing investment in 2003 to be approximately $300 million per quarter.

We also plan to continue our focus on a brand marketing, or “brand awareness,” strategy with the intent of solidifying our branded franchise to support our IBS
and mass customization strategies. We caution, however, that an increase or decrease in marketing expenses or brand awareness does not necessarily equate to a
comparable increase or decrease in outstanding balances or accounts based on historical results. As our portfolio continues to grow, generating balances and
accounts to offset attrition requires increasing amounts of marketing. Although we are one of the leading direct mail marketers in the credit card industry,
increased mail volume throughout the industry indicates that competition in customer mailings is at record levels. This intense competition in the credit card
market has resulted in an industry-wide reduction in both credit card response rates and the productivity of marketing dollars invested in that line of business,
both of which may affect us more significantly as we decrease our marketing expenditures during the second half of 2002. The actual amount of marketing
investment is subject to a variety of external and internal factors, such as competition in the consumer credit industry, general economic conditions affecting
consumer credit performance, the asset quality of our portfolio and the identification of market opportunities across product lines that exceed our targeted rates of
return on investment.

Operating Costs

Management measures its operating efficiency by the metric operating cost per account (defined as all non-interest expense less marketing divided by average
number of accounts) which, excluding pre-tax $110 million of one-time charges taken in the third quarter of 2002, was approximately $71. This is an
improvement from $81 in the third quarter of 2001. Based on U.S. credit card industry benchmarks, management believes that its operating costs per account are
now among the lowest in the industry and has become a source of competitive advantage for the Company. Going forward, due in part to the expectation of lower
account growth, management expects to report operating costs per account in the mid $70s range.

Impact of Delinquencies, Charge-Offs and Attrition

Our earnings are particularly sensitive to delinquencies and charge-offs on our portfolio, and to the level of attrition resulting from competition in the credit card
industry. As delinquency levels fluctuate, the resulting amount of past due and overlimit fees, which are significant sources of our revenue, will also fluctuate.
Further, the timing of revenues from increasing or decreasing delinquencies precedes the related impact of higher or lower charge-offs that ultimately result from
varying levels of delinquencies. Delinquencies and net charge-offs are impacted by general economic trends in consumer credit performance, including
bankruptcies, the degree of seasoning of our portfolio, our product mix, and the success of our collection efforts.

We expect delinquencies and charge-offs to increase during the fourth quarter of 2002, primarily due to the continued seasoning of certain accounts, particularly
in our subprime portfolio, slower loan growth rates and general economic and seasonal factors. We expect our managed net charge-offs to reach low-6% levels in
the fourth quarter of 2002, after adjusting for the impacts of the draft Guidance described below. Going forward, we expect charge-offs to rise to the high-6%
range in the first half of 2003 and then to decline in the second half of 2003 to the mid-6% range. We also expect our delinquencies to rise
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to the high-5% level in the fourth quarter of 2002, and to further rise to approximately 6% in the first quarter of 2003 before decreasing to the mid-5% range in
the second quarter. We caution that delinquency and charge-off levels are not always predictable and may vary from projections and from period to period. For
example, chargeoffs would be higher than our projections if there was a significant economic downturn or if there was a significant decline in our loan growth
rate. We have assumed in forecasting our charge-off rates that the U.S. economy experiences moderate deterioration, that unemployment increases and that the
credit card industry as a whole experiences single-digit growth. We have also assumed that our portfolio will grow at the 20-25% rate discussed above. We have
not, however, assumed a second recession in 2002 or 2003. Nor have we assumed the potential effects on the economy of a prolonged conflict in the Middle East.
In addition, competition in the credit card industry, as measured by the volume of mail solicitations, remains very high. Competition can affect our earnings by
increasing attrition of our outstanding loans (thereby reducing interest and fee income) and by making it more difficult to retain and attract profitable customers.

Regulatory Developments
Informal Memorandum of Understanding

As described in our report on Form 10-Q, dated August 13, 2002, we have entered into an informal memorandum of understanding with the bank regulatory
authorities with respect to certain issues, including our capital, allowance for loan losses, finance charge and fee reserve and policies, procedures, systems and
controls. A memorandum of understanding is characterized by regulatory authorities as an informal action, that is not published or publicly available and that is
used when circumstances warrant a milder form of action than a formal supervisory action, such as a formal written agreement or order. We have implemented
levels of capital, reserves and allowances that we believe satisfy the memorandum of understanding. Accordingly, our earnings guidance and business outlook
contained in this report take account of the understandings with the regulatory authorities.

In addition, as required under the memorandum of understanding, we have continued to take actions, among others, to enhance our enterprise risk management
framework and legal entity business plans. As part of the ongoing supervision of the Bank and the Savings Bank, we will periodically report to, and consult with,
the regulators on all the matters addressed under the informal memorandum of understanding. We expect many of the initiatives to be completed over the next
several months, and we hope to see the memorandum of understanding lifted during 2003.

Federal Financial Institutions Examination Council (the “FFIEC”)_Guidelines

On July 22, 2002, the FFIEC released draft Account Management and Loss Allowance Guidance (the “Guidance”). A public comment period concluded on
September 23, 2002 and the FFIEC is expected to finalize the draft Guidance in the coming weeks. The draft Guidance applies to credit card lending and
generally requires that banks properly manage several elements of their credit-card lending programs, including line assignments, over-limit practices, workout
and settlement programs, and the accounting methodology used for various assets and income items related to credit-card loans. It is unclear at this time whether
the Guidance will be adopted by the FFIEC or, if adopted, whether any of the provisions contained in the current draft will change. However, the Company
believes that the draft Guidance, if implemented in the form released, will not have a material adverse effect on the financial condition of the Company.
Management has taken the draft Guidance into account in providing earnings per share growth targets described above or results of operations.

As described in greater detail in our Quarterly Report on Form 10-Q, dated August 13, 2002, application of the draft Guidance in the form released would not
significantly impact our account management other than possibly in two areas, the treatment of recoveries and limitations on overlimit fees. As described above,
we adopted a change in the classification of recoveries in this quarter to bring our practice into conformity with the draft Guidance.

The draft Guidance also proposes that institutions control overlimit authorizations and, in the case of subprime accounts, severely restrict such authorizations. The
Company historically has established and maintained prudent practices regarding the circumstances under which its credit card customers are permitted to exceed
their credit limits. These practices include an evaluation of the risk and revenue implications presented by over-limit authorizations as well as the implications for
our customers. The
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Company believes its practices in this regard are prudent and well-balanced, and consistent with those of the industry. The draft Guidance however will be subject
to discretionary interpretation by the bank regulatory agencies that supervise and examine the Company’s business. Depending on their application, provisions in
the draft Guidance relating to potential prohibitions or restrictions on over-limit authorizations and over-limit fees for subprime accounts may limit the aggregate
amount of over-limit fees collected on subprime accounts. The Company believes that it can address any impact of a potential reduction in over-limit fees through
a combination of two factors. First, the Company currently anticipates sufficiently strong operating results in its business in the foreseeable future to offset a
potential reduction in over-limit fee revenue. In addition, due to the flexible nature of its credit card products, the Company will have many options to
significantly mitigate any adverse impact a reduction in over-limit fees may have on net income, including, but not limited to, selective repricing of fees and
interest on certain accounts. As a result, the Company expects that the implementation of these provisions will not have a material adverse effect on the
Company’s net earnings.

Cautionary Factors
The strategies and objectives outlined above, and the other forward-looking statements contained in this section, involve a number of risks and uncertainties.

Capital One cautions readers that any forward-looking information is not a guarantee of future performance and that actual results could differ materially. In
addition to the factors discussed above, among the other factors that could cause actual results to differ materially are the following:

. continued intense competition from numerous providers of products and services that compete with our businesses;
. an increase in credit losses (including increases due to a worsening of general economic conditions);
. our ability to continue to securitize our credit cards and consumer loans consistent with current accounting and other practices and to otherwise access the

capital markets at attractive rates and terms to capitalize and fund our operations and future growth;

. regulatory developments that may affect our businesses, including significant changes to the FFIEC draft Account Management and Loan Allowance
Guidance;
. financial, legal, regulatory, accounting or other changes that may affect investment in, or the overall performance of, a product or business, including

changes in existing law and regulation affecting the credit card and consumer loan industry, in particular (including any further federal bank examiner
guidance affecting credit card and/or subprime lending) and the financial services industry, in general (including the ability of financial services companies
to obtain, use and share consumer data);

. with respect to financial and other products, changes in our aggregate accounts or consumer loan balances and the growth rate thereof, including changes
resulting from factors such as shifting product mix, amount of our actual marketing expenses and attrition of accounts and loan balances;

. the amount of, and rate of growth in, our expenses (including salaries and associate benefits and marketing expenses) as our business develops or changes
or as we expand into new market areas;

. our ability to build the operational and organizational infrastructure necessary to engage in new businesses or to expand internationally;

. our ability to recruit experienced personnel to assist in the management and operations of new products and services;

. any significant disruption of, or loss of public confidence in, the U.S. mail system affecting response rates or customer payments; and

. other factors listed from time to time in the our SEC reports, including, but not limited to, the Annual Report on Form 10-K for the year ended

December 31, 2001 (Part I, Item 1, Risk Factors).
Item 3. Quantitative and Qualitative Disclosure of Market Risk

The information called for by this item is provided under the caption “Interest Rate Sensitivity” under Item 2 — Management’s Discussion and Analysis of
Financial Condition and Results of Operations.
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Item 4. Controls and Procedures

Within the 90 days prior to the date of this report, the Company carried out an evaluation, under the supervision and with the participation of the Company’s
management, of the effectiveness of the design and operation of the Company’s disclosure controls and procedures pursuant to Exchange Act Rules 13a-14 and
13a-15. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures are
effective in timely alerting them to material information relating to the Company (including consolidated subsidiaries) required to be included in the Company’s
periodic filings with the Securities and Exchange Commission.

Part I Other Information

Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits: None

(b) Reports on Form 8-K: The Company filed a Current Report on Form 8-K, dated July 16, 2002, Commission File No. 1-13300, enclosing its press release
dated July 16, 2002.

The Company filed a Current Report on Form 8-K, dated August 14, 2002, Commission File No. 1-13300, enclosing its press release dated August 14,
2002.

SIGNATURES

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

CAPITAL ONE FINANCIAL CORPORATION
(Registrant)

Date: November 14, 2002 -s- David M. Willey

David M. Willey

Executive Vice President and
Chief Financial Officer
(Chief Accounting Officer
and duly authorized officer
of the Registrant)
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CERTIFICATION

I, Richard D. Fairbank, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Capital One Financial Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this quarterly report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to the filing date of this quarterly
report (the “Evaluation Date”); and

) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our evaluation as of the
Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of
registrant’s board of directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record, process,
summarize and report financial data and have identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls; and
6. The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there were significant changes in internal controls or in
other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation, including any corrective actions with

regard to significant deficiencies and material weaknesses.

Date: November 14, 2002

/s/ Richard D. Fairbank
Richard D. Fairbank
Chief Executive Officer




CERTIFICATION

I, David M. Willey, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Capital One Financial Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this quarterly report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to the filing date of this quarterly
report (the “Evaluation Date”); and

) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our evaluation as of the
Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of
registrant’s board of directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record, process,
summarize and report financial data and have identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls; and
6. The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there were significant changes in internal controls or in
other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation, including any corrective actions with

regard to significant deficiencies and material weaknesses.

Date: November 14, 2002

/s/ David M. Willey
David M. Willey
Chief Financial Officer



