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Delaware 54-1719854
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)
1680 Capital One Drive
McLean, Virginia 22102
(Address of Principal Executive Offices) (Zip Code)

Registrant s telephone number, including area code: (703) 720-1000

Securities registered pursuant to section 12(b) of the act:

Name of Each Exchange
Title of Each Class on Which Registered
Common Stock, $.01 Par Value New York Stock Exchange

Securities Registered Pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes x No ~
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15 (d) of the Act. Yes ™~ No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer © Non-accelerated filer © Smaller reporting company
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act.) Yes © No x
The aggregate market value of the voting stock held by non-affiliates of the registrant as of the close of business on June 30, 2009.

Common Stock, $.01 Par Value: $9,845,379,877*

* In determining this figure, the registrant assumed that the executive officers of the registrant and the registrant s directors are affiliates of
the registrant. Such assumption shall not be deemed to be conclusive for any other purpose. The number of shares outstanding of the
registrant s common stock as of the close of business on January 31, 2010.

Common Stock, $.01 Par Value: 455,293,746 shares

DOCUMENTS INCORPORATED BY REFERENCE

1. Portions of the Proxy Statement for the annual meeting of stockholders to be held on April 24, 2010 are incorporated by reference into Part
1II.
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PART I

Item 1. Business.
Overview

Capital One Financial Corporation (the Corporation ) is one of the largest financial institutions in the United States, incorporated in Delaware on

July 21, 1994. The Corporation s principal subsidiaries include Capital One Bank (USA), National Association ( COBNA ) which currently offers

credit and debit card products, other lending products, and deposit products; and Capital One, National Association ( CONA ) which offers a

broad spectrum of banking products and financial services to consumers, small businesses and commercial clients. The Corporation and its

subsidiaries are collectively referred to as the Company. Unless indicated otherwise, the terms Corporation  Capital One we us and our ref
the Corporation and its consolidated subsidiaries.

As of December 31, 2009, we had $115.8 billion in deposits and $136.8 billion in managed loans outstanding. We are the fourth largest issuer of
Visa® ( Visa ) and MasterC#d MasterCard ) credit cards in the United States based on managed credit card loans outstanding, and we are the
eighth largest depository institution in the United States based on deposits.

We offer our products throughout the United States. We also offer our products outside of the United States principally through Capital One
Bank (Europe) plc, an indirect subsidiary of COBNA organized and located in the United Kingdom (the U.K. Bank ), and through a branch of
COBNA in Canada. Our U.K. Bank has authority, among other things, to accept deposits and provide credit card and installment loans. Our
branch of COBNA in Canada has the authority to provide credit card loans.

Our common stock is listed on the New York Stock Exchange under the symbol COF and as of January 31, 2010, the Company s common stock
was held by 16,955 shareholders. Our principal executive office is located at 1680 Capital One Drive, McLean, Virginia 22102 (telephone
number (703) 720-1000). The Corporation maintains a website at www.capitalone.com. Documents available on our website include (i) Codes of
Business Conduct and Ethics for the Corporation; (ii) the Corporation s Corporate Governance Principles; and (iii) charters for the Audit and
Risk, Compensation, Finance and Trust Oversight, and Governance and Nominating Committees of the Board of Directors. These documents are
also available in print to any shareholder who requests a copy. In addition, we make available free of charge through our website our annual
reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports as soon as reasonably
practicable after electronic filing or furnishing such material to the SEC.

Business Description

Capital One is one of the largest financial institutions in the United States. We focus on consumer and commercial lending and deposit taking.

Our principal business segments are Credit Card, Commercial Banking and Consumer Banking. For further discussion of our segments, see

Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations Reportable Segment Summary for Continuing
Operations and Note 5 Segments .

Credit Card Segment. The credit card segment includes the Company s domestic consumer and small business card lending, domestic national
small business lending, national closed end installment lending and the international card lending businesses in Canada and the United Kingdom.

Commercial Banking Segment. Commercial Banking includes the Company s lending, deposit gathering and treasury management services to
commercial real estate and middle market customers. The Commercial segment also includes the financial results of a national portfolio of small
ticket commercial real estate loans that are in run-off mode.

Consumer Banking Segment. Consumer Banking includes the Company s branch based lending and deposit gathering activities for small business
customers as well as its branch based consumer deposit gathering and lending activities, national deposit gathering, national automobile lending,
consumer mortgage lending and servicing activities.

Chevy Chase Bank Acquisition

On February 27, 2009, the Company acquired all of the outstanding common stock of Chevy Chase Bank F.S.B., ( Chevy Chase Bank ), one of
the largest retail depository institutions in the Washington DC region, in exchange for Capital One common stock and cash with a total value of
$475.9 million. Under the terms of the stock purchase agreement, Chevy Chase Bank common shareholders received $445 million in cash and
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2.56 million shares of Capital One common stock. The acquisition of Chevy Chase Bank greatly expanded our banking footprint in one of the
strongest markets in the country.

Geographic Diversity

Our consumer loan portfolios, including credit cards, are diversified across the United States with modest concentration in New York, New
Jersey, Louisiana, and Texas. We also have credit card loans in the U.K. and Canada. Our commercial loans are concentrated in
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New York, New Jersey, Louisiana and Texas. See Item 7 Management s Discussion and Analysis of Financial Condition and results of
Operations Loans Held for Investment , Management s Discussion and Analysis of Financial Condition and results of Operations ~ Credit
Concentration and Note 24 Significant Concentration of Credit Risk for further details.

Enterprise Risk Management

Capital One s policy is to identify, assess, and mitigate risks that affect or have the potential to affect our business, to target financial returns
commensurate with the Company s risk appetite, and to avoid excessive risk-taking. We follow three key principles related to this policy.

1.  Individual businesses take and manage risk in pursuit of strategic, financial, and other business objectives

2. Independent risk management organizations support individual businesses by providing risk management tools and policies, and by
aggregating risks; in some cases, risks are managed centrally

3. The Board of Directors and top management review our aggregate risk position and establish the risk appetite
Our approach is reflected in four critical risk management practices of particular importance in today s environment.

First, we recognize liquidity risk as among the critical risks facing financial institutions today. We seek to mitigate this risk strategically and
tactically. From a strategic perspective, we have acquired and built deposit gathering businesses and significantly reduced our loan to deposit
ratio. From a tactical perspective, we have accumulated a very large liquidity reserve comprising cash, high-quality, unencumbered securities,
and committed collateralized credit lines and conduit facilities.

Second, we recognize that credit issues are a frequent cause of financial institution stress and that we are exposed to cyclical changes in credit
quality. Consequently, we try to ensure our credit portfolio is resilient to economic downturns. Our most important tool is sound underwriting,
using what we deem to be conservative assumptions. In unsecured consumer loan underwriting, we assume that loans will be subject to an
environment in which losses are significantly higher than those prevailing at the time of underwriting. In commercial underwriting, we insist on
strong cash flow, strong collateral, and strong covenants and guarantees. In addition to conservative underwriting, we aggressively monitor our
portfolio and aggressively collect or work out distressed loans.

Third, we recognize that reputational risk is of particular concern in today s turbulent environment. Consequently, our CEO and executive team
manage both tactical and strategic reputation issues and build our relationships with the government, media, and other constituencies to help
strengthen the reputations of both Capital One and our industry. This includes taking public positions in support of better consumer practices in
our industry and, where possible, unilaterally implementing those practices in our business.

Finally, we recognize that maintaining appropriate capital levels is a concern in today s environment. See Item 7 Management s Discussion and
Analysis of Financial Condition and results of Operations Capital, for further information regarding capital.

Risk Management Roles and Responsibilities

The Board of Directors is responsible for establishing Capital One s overall risk framework; approving and overseeing execution of the
Enterprise Risk Management Policy and key risk category policies; establishing the Company s risk appetite; and regularly reviewing Capital
One s risk profile.

The Chief Risk Officer, who reports to the CEO, is responsible for overseeing Capital One s risk management program and driving appropriate
action to resolve any weaknesses. The risk management program begins with a set of policies and risk appetites approved by the Board that are
implemented through a system of risk committees and senior executive risk stewards. The company has established risk committees at both the
corporate and divisional level to identify and manage risk. In addition, we have assigned a senior executive expert to each of eight risk
categories (the risk stewards). These executive risk stewards work with the Chief Risk Officer and the risk committees to ensure that risks are
identified and given appropriate priority and attention. The Chief Risk Officer aggregates the results of these processes to assemble a view of the
company s risk profile. Both management and the Board regularly review the risk profile.
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Risk Management and Control Framework

Capital One uses a consistent framework to manage risk. The framework applies at all levels, from the development of the Enterprise Risk
Management Program itself to the tactical operations of the front-line business team. The framework has six key elements:

1. Objective Setting;

2. Risk Assessment;

3. Control Activities;

4.  Communication and Information;
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5. Program Monitoring; and

6.  Organization and Culture.
Objective Setting is at the beginning of our risk management approach. We set strategic, financial, operational, and other objectives during our
strategic and annual planning processes and throughout the year. These objectives cascade through the organization to individual teams of
associates.

Risk Assessment is the process of identifying risks to our objectives, evaluating the impact of those risks and choosing a response. Responses
include avoidance, mitigation, or acceptance. Risk responses are guided by our established risk appetite. In certain risk categories, risk
assessment is largely conducted by central risk groups or jointly between business areas and central groups (market, liquidity, legal, credit,
compliance). In other risk categories, risk assessment is primarily the responsibility of business areas with more limited central support
(strategic, operational, reputation).

Control Activities are the day-to-day backbone of our Enterprise Risk Management Program. Controls provide reasonable assurance that
financial accounting and reporting, legal, regulatory, and business requirements are met, and identified risks are being mitigated, avoided, or
accepted according to our risk appetite. We have practices in place to ensure key controls are established, evaluated, and effective in preventing
a breakdown. Control activities include the monitoring of adherence to current requirements, regular reporting to management, and regular
reviews and sign-offs. They also include the resolution of regulatory and audit findings and issues and the procedures that trigger objective
setting and risk assessments when new business opportunities are evaluated or business hierarchy changes occur.

Communication and Information must provide a solid infrastructure to support the objective setting, risk assessment, and control activities
described above. We have established policies for each risk category which define the specific reports to be used and the communication
infrastructure. Robust risk management requires well-functioning communication channels to inform associates of their responsibilities, alert
them to issues or changes that might affect their activities, and to enable an open flow of information up, down, and across the company.

Program Monitoring is critical to the Enterprise Risk Management Program itself because it assesses the accuracy, sufficiency, and
effectiveness of current objectives, risk assessments, controls, ownership, communication, and management support. Where deficiencies are
discovered, the Enterprise Risk Management Program must be updated to resolve the deficiencies in a timely manner. Clear accountability must
also be defined when resolving deficiencies to ensure the desired outcome is achieved. Risk management programs are monitored at every level;
from the overall Enterprise Risk Management Program to the individual risk management activities in each business area.

Our Organization and Culture promote risk management as a key factor in making important business decisions. An effective risk management
culture starts with a well-defined risk management philosophy. It requires established risk management objectives that align to business
objectives and make targeted risk management activities part of ongoing business management activities.

We have a corporate Code of Business Conduct and Ethics (the Code ) (available on the Corporate Governance page of our website at
www.capitalone.com/about) under which each associate is obligated to behave with integrity in dealing with customers and business partners
and to comply with applicable laws and regulations. We disclose any waivers to the Code on our website. We also have an associate
performance management process that emphasizes achieving business results while ensuring integrity, compliance, and sound business
management. Our risk management culture is also encouraged through frequent direction and communications from the Board of Directors,
senior leadership, corporate and departmental risk management policies, risk management and compliance training programs and on-going risk
assessment activities in the business areas.

Risk Appetite

Capital One organizes its Enterprise Risk Management Program around eight risk categories. The risk categories enable us to efficiently
aggregate risks, provide a mechanism to discuss risk appetite, and facilitate the assignment of expert risk resources to support our business
activities. We customize specific risk objectives and control methodologies to each risk category; they share, at the highest level, a common
approach to describing and measuring risk appetite. Risk appetites are approved by the Board of Directors and are used both to monitor the
company s evolving risk position and to guide strategic and tactical decision making.

Risk Categories

Capital One s risk management program is organized around eight risk categories. They are:
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Liquidity Risk: is the risk that future financial obligations are not met or future asset growth cannot occur because of an inability to obtain funds
at a reasonable price within a reasonable time. The Chief Financial Officer is the accountable executive for liquidity risk.
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Liquidity strength is assessed through balance sheet metrics, and stress testing is used to ensure that Capital One can withstand significant
degradation in the funding markets (particularly in the wholesale funding markets). We regularly evaluate our liquidity position under various
liquidity stress scenarios with management s Asset/Liability Management Committee and the Finance and Trust Oversight Committee of the
Board, providing recommendations for any necessary actions to ensure our liquidity risk exposure is well managed. Management reports
liquidity metrics to the Finance and Trust Oversight Committee no less than quarterly. Breaches in liquidity policy limits are reported to the
Treasurer as soon as they are identified and to the Asset/Liability Management Committee at the next regularly scheduled committee meeting,
unless said breach activates the Liquidity Contingency Plan. Breaches are also reported to the Finance and Trust Oversight Committee no later
than the next regularly scheduled meeting. Detailed processes, requirements and controls are contained in our policies and supporting
procedures.

Credit Risk: is the risk of loss from a borrower s failure to meet the terms of any contract or failure to otherwise perform as agreed. There are
four primary sources of credit risk: (1) changing economic conditions, which affect borrowers ability to pay and the value of any collateral; (2) a
changing competitive environment, which affects customer debt loads, borrowing patterns and loan terms; (3) our underwriting strategies and
standards, which determine to whom we offer credit and on what terms; and (4) the quality of our internal controls, which establish a process to
test that underwriting conforms to our standards and identifies credit quality issues so we can act upon them in a timely manner. The Chief Risk
Officer is the accountable executive for credit risk.

We have quantitative credit risk guidelines for each of our lines of business. We conduct portfolio and decision level monitoring and stress tests
using economic and legislative stress scenarios. Credit risk objectives are achieved by establishing a credit governance framework and by
establishing policies, procedures, and controls for each step in the credit process. The Board, Chief Executive Officer, Chief Risk Officer, Chief
Consumer and Commercial Credit Officers, and Division Presidents have specific accountable roles in the management of credit risk. These
include policy approval, creation of credit strategy, review of credit position, and delegation of authority. Our evolving credit risk position and
recommendations to address issues are reviewed by management s Credit Policy Committee and the Board of Directors.

Reputation Risk: is the risk to market value, recruitment, and retention of talented associates and a loyal customer base due to the negative
perceptions of Capital One s internal and external stakeholders regarding Capital One s business strategies and activities. The Company s General
Counsel is the accountable executive for reputation risk.

Reputation risk is managed and owned by business areas in accordance with our Reputation Risk Policy. Each Division President is responsible

for highlighting potential reputational issues and executing appropriate risk mitigation activities. Our Corporate Affairs Department assists these
executives in evaluating the reputation risk of new and existing business activities and is responsible for assessing and reporting our aggregate
reputation risk and the state of Capital One s reputation with specific stakeholders, to the General Counsel, Chief Risk Officer, and management s
Risk Management Committee.

Market Risk: is the risk that earnings or the economic value of equity will under-perform due to changes in interest rates, foreign exchange rates
(market rates), or other financial market asset prices. Our ability to manage market risks contributes to our overall capital management. The
Chief Financial Officer is the accountable executive for market risk.

The market risk positions of Capital One s banking entities and the consolidated Company are calculated separately and in total, are compared to
the pre-established limits, and are reported to management s Asset/Liability Management Committee and the Finance and Trust Oversight
Committee of the Board no less than quarterly. Management is authorized to utilize financial instruments to actively manage market risk
exposure. Detailed processes, requirements and controls are contained in our policies and supporting procedures.

Strategic Risk: is the risk that Capital One fails to achieve short and long-term business objectives because we fail to develop the products,
capabilities, and competitive position necessary to attract consumers, compete with competitors and withstand market volatility. The result is a
failure to deliver returns expected by stakeholders (customers, associates, shareholders, investors, communities, and regulators). The Chief
Executive Officer is the accountable executive for Capital One strategy.

The Chief Executive Officer develops an overall corporate strategy and leads alignment of the entire organization with this strategy through
definition of strategic imperatives and top-down communication. The Chief Executive Officer and other senior executives spend significant time
throughout the entire company sharing the Company s strategic imperatives to promote an understanding of our strategy and connect it to
day-to-day associate activities to enable effective execution. Division Presidents are accountable for defining business strategy within the
context of the overall corporate level strategy and Strategic Imperatives. Business strategies are integrated into the Corporate Strategic Plan and
are reviewed and approved separately and together on an annual basis by the Chief Executive Officer and the Board of Directors.
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Operational Risk: is the risk of direct or indirect financial loss from failed or inadequate processes, associate capabilities or systems, or
exposure to external events. The risk of financial loss associated with litigation is also included under operational risk. The Chief Compliance
Officer is the accountable executive for establishment of risk management standards and for governance and monitoring

of operational risk at a corporate level. Division Presidents have primary accountability for management of operational risk within their business
areas.
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While most operational risks are managed and controlled by business areas, the Operational Risk Management Program establishes requirements
and control processes that assure certain consistent practices in the management of operational risk, and provides transparency to the corporate
operational risk profile. Our Operational Risk Management Program also includes two primary additional functions. Operational Risk Reporting
involves independent assessments of the control and sustainability of key business processes at a corporate and business area level, and such
assessments are provided to the Chief Risk Officer, management s Risk Management Committee, and the Audit and Risk Committee of the
Board. The Operational Risk Capital function, in conjunction with the corporate capital process managed by Global Finance, establishes
necessary operational risk capital levels to assure resiliency against extreme operational risk event scenarios.

Operational Risk results and trends are reported to the Risk Management Committee and the Audit and Risk Committee of the Board.

Compliance Risk: is the risk of financial loss due to regulatory fines or penalties, restriction or suspension of business, or cost of mandatory
corrective action as a result of failing to adhere to applicable laws, regulations, and supervisory guidance. Division Presidents are the
accountable executives for compliance risk and are responsible for building and maintaining compliance processes. With the Chief Compliance
Officer, Division Presidents are jointly accountable for ensuring the Compliance Management Program requirements are met for their division.

We ensure compliance by maintaining an effective Compliance Management Program consisting of sound policies, systems, processes, and
reports. The Compliance Management Program provides management with guidance, training, and monitoring to provide reasonable assurance
of our compliance with internal and external compliance requirements. Additionally, management and the Corporate Compliance department
jointly and separately conduct on-going monitoring and assess the state of compliance. The assessment provides the basis for performance
reporting to management and the Board, allows business areas to determine if their compliance performance is acceptable, and confirms
effective compliance controls are in place. Business areas embed compliance requirements and controls into their business policies, standards,
processes and procedures. They regularly monitor and report on the efficiency of their compliance controls. Corporate Compliance, jointly
working with the business, defines and validates a standard compliance monitoring and reporting methodology. Compliance results and trends
are reported to management s Risk Management Committee and the Audit and Risk Committee of the Board.

Legal Risk: is the risk of material adverse impact due to: (i) new and changed laws and regulations; (ii) new interpretations of law; (iii) the
drafting, interpretation and enforceability of contracts; (iv) adverse decisions or consequences arising from litigation or regulatory scrutiny;

(v) the establishment, management and governance of our legal entity structure; and (vi) the failure to seek or follow appropriate Legal counsel
when needed. The company s General Counsel is the accountable executive for monitoring and controlling legal risk.

Technology / Systems

We leverage information technology to achieve our business objectives and to develop and deliver products and services that satisfy our
customers needs. A key part of our strategic focus is the development of efficient, flexible computer and operational systems to support complex
marketing and account management strategies, the servicing of our customers, and the development of new and diversified products. Our
commitment to managing risk and ensuring effective controls is built into all of our strategies. We believe that the continued development and
integration of these systems is an important part of our efforts to reduce costs, improve quality and provide faster, more flexible technology
services. Consequently, we continuously review capabilities and develop or acquire systems, processes and competencies to meet our unique
business requirements.

As part of our continuous efforts to review and improve our technologies, we may either develop such capabilities internally or rely on third

party outsourcers who have the ability to deliver technology that is of higher quality, lower cost, or both. Over time, we have increasingly relied
on third party outsourcers to help us deliver systems and operational infrastructure. These relationships include (but are not limited to): Total
System Services Inc. ( TSYS ) for processing services for Capital One s North American and United Kingdom portfolios of consumer and small
business credit card accounts, Fidelity National Information Services ( Fidelity ) for the Capital One banking systems, and IBM Corporation for
management of our North American data centers.

The Card division has a program in place to address systems changes associated with the Credit Card Accountability Responsibility and
Disclosure Act of 2009 (the Credit CARD Act ), including the recent clarifications from the Federal Reserve. We are on track to meet all systems
changes required by the first quarter of 2010.

We also remain on target to complete the systems integration of Chevy Chase Bank in the third quarter of 2010. Additionally, a multi-year effort
is underway to build a scalable banking infrastructure.
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Funding and Liquidity

A discussion of our funding programs and liquidity has been included in Item 7 Management s Discussion and Analysis of Financial Condition
and Results of Operations Liquidity and Funding.

Competition

As a diversified financial institution that markets credit cards and consumer and commercial financial products and services, we face intense
competition in all aspects of our business from numerous bank and non-bank providers of financial services.

We compete with national and state banks for deposits, commercial loans and trust accounts and with savings and loan associations and credit
unions for loans and deposits. We also compete with other financial services providers for loans, deposits, and other services and products. In
addition, we compete against non-depository institutions that are able to offer products and services that were typically banking products and
services. In general, in the current economic environment, customers are attracted to depository institutions that are perceived as stable, with
solid liquidity and funding.

We compete with international, national, regional and local issuers of Visa® and MasterCard® credit cards, as well as with American Express®,
Discover Card® and, to a certain extent, debit cards. In general, customers are attracted to credit card issuers largely on the basis of price, credit
limit and other product features, and customer loyalty is often limited.

In our Auto Finance business, we face competition from banks and non-bank lenders who provide financing for dealer-originated loans.

We believe that we are able to compete effectively in our current markets. There can be no assurance, however, that our ability to market
products and services successfully or to obtain adequate returns on our products and services will not be impacted by the nature of the
competition that now exists or may later develop, or by the broader economic environment. For a discussion of the risks related to our
competitive environment, please refer to Item 1A. Risk Factors We Face Intense Competition in All of Our Markets.

Intellectual Property

As part of our overall and ongoing strategy to protect and enhance our intellectual property, we rely on a variety of protections, including
copyrights, trademarks, trade secrets, patents and certain restrictions on disclosure and competition. We also undertake other measures to control
access to and distribution of our other proprietary information. Despite these precautions, it may be possible for a third party to copy or
otherwise obtain and use certain intellectual property or proprietary information without authorization. Our precautions may not prevent
misappropriation or infringement of our intellectual property or proprietary information. In addition, our competitors also file patent applications
for innovations that are used in our industry. The ability of our competitors to obtain such patents may adversely affect our ability to compete.
Conversely, our ability to obtain such patents may increase our competitive advantage. There can be no assurance that we will be successful in
such efforts, or that the ability of our competitors to obtain such patents may not adversely impact our financial results.

Employees

A central part of our philosophy is to attract and retain a highly capable staff. As of December 31, 2009, we employed approximately 28,000
employees, whom we refer to as  associates, and almost 2,900 of whom were formerly employees of Chevy Chase Bank. We view current
associate relations to be satisfactory, and none of our associates is covered under a collective bargaining agreement.

Supervision and Regulation
General

The Company is a bank holding company ( BHC ) under Section 3 of the Bank Holding Company Act of 1956, as amended (the BHC Act ) (12
U.S.C. § 1842) and is subject to the requirements of the BHC Act, including its capital adequacy standards and limitations on the Company s
nonbanking activities. The Company is also subject to supervision, examination and regulation by the Federal Reserve Board (the Federal
Reserve ). Permissible activities for a BHC include those activities that are so closely related to banking as to be a proper incident thereto such as
consumer lending and other activities that have been approved by the Federal Reserve by regulation or order. Certain servicing activities are also
permissible for a BHC if conducted for or on behalf of the BHC or any of its affiliates. Impermissible activities for BHCs include activities that

are related to commerce such as retail sales of nonfinancial products. Under Federal Reserve policy, the Corporation is expected to act as a
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source of financial and managerial strength to any banks that it controls, including COBNA and CONA (the Banks ), and to commit resources to
support them.

On May 27, 2005, the Company became a financial holding company under the Gramm-Leach-Bliley Act amendments to the BHC Act (the

GLBA ). The GLBA removed many of the restrictions on the activities of BHCs that become financial holding companies. A financial holding
company, and the non-bank companies under its control, are permitted to engage in activities considered financial in nature (including, for
example, insurance underwriting, agency sales and brokerage, securities underwriting and dealing and merchant banking activities); incidental to
financial activities; or complementary to financial activities if the Federal Reserve determines that they pose no risk to the safety or soundness of
depository institutions or the financial system in general.
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The Company s election to become a financial holding company under the GLBA certifies that the depository institutions the Company controls
meet certain criteria, including capital, management and Community Reinvestment Act ( CRA ) requirements. If the Company were to fail to
continue to meet the criteria for financial holding company status, it could, depending on which requirements it failed to meet, face restrictions
on new financial activities or acquisitions and/or be required to discontinue existing activities that are not generally permissible for bank holding
companies.

COBNA and CONA are national associations chartered under the laws of the United States, the deposits of which are insured by the Deposit
Insurance Fund of the Federal Deposit Insurance Corporation (the FDIC ) up to applicable limits. In addition to regulatory requirements imposed
as a result of COBNA s international operations (discussed below), COBNA and CONA are subject to comprehensive regulation and periodic
examination by the Office of the Comptroller of the Currency ( OCC ) and the FDIC.

The Company is also registered as a financial institution holding company under Virginia law and, as such, is subject to periodic examination by
Virginia s Bureau of Financial Institutions. The Company also faces regulation in the international jurisdictions in which it conducts business
(see below under Regulation of International Business by Non  U.S. Authorities).

Regulation of Business Activities

The activities of the Banks as consumer lenders also are subject to regulation under various federal laws, including the Truth-in-Lending Act, the
Equal Credit Opportunity Act, the Fair Credit Reporting Act (the FCRA ), the CRA and the Service members Civil Relief Act, as well as under
various state laws. Depending on the underlying issue and applicable law, regulators are often authorized to impose penalties for violations of
these statutes and, in certain cases, to order the Banks to compensate injured borrowers. Borrowers may also have a private right of action for
certain violations. Federal bankruptcy and state debtor relief and collection laws also affect the ability of the Banks to collect outstanding
balances owed by borrowers. These laws plus state sales finance laws also affect the ability of our automobile financing business to collect
outstanding balances.

New Regulations of Consumer Lending Activities

On January 12, 2010, the Federal Reserve released a final rule under Regulation Z ( Truth in Lending ). This final rule incorporates the provisions
required to implement the Credit CARD Act by February 22, 2010 and the amendments to Truth in Lending under the December 2008 final rule.
Now superseded, the Federal Reserve retracted its previous final rules issued to amend Truth in Lending and AA.

Under a previous rulemaking which became effective on August 20, 2009, the Federal Reserve adopted requirements relating to the provision of
45-day prior written notice for any significant changes to a credit card account, including, in some instances, a right to reject such changes.
These provisions also adopted new statement delivery requirements. Capital One has implemented the interim final rules for these provisions.

The Federal Reserve s final rule implementing the provisions of the Credit CARD Act that became effective on February 22, 2010, among other
things:

Restricts increases in the rates charged on pre-existing credit card balances;

prevents over-the-limit fees unless a cardholder has agreed to receive over-the-limit protection, and limit the number of such fees that
can be charged for the same violation;

Limits the amount of fees charged to credit card accounts with lower credit lines;

Mandates delivery of periodic statements 21 days before the due date and before the end of any grace period;

Requires that payments above the minimum payment be applied to balances with the highest interest rates first; and
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Prohibits the imposition of interest charges using the two-cycle billing method.
The final rule also retains the Federal Reserve s previous disclosure requirements and other obligations for credit cards and other open-end loans.
Among other things, the provisions in the final rule will require extensive changes to disclosures for solicitations and applications, account
opening, periodic statements, changes in terms, and convenience checks by July 1, 2010.

After this final rule, only two remaining provisions of the Credit CARD Act remain open for rulemaking. These provisions, effective on
August 22, 2010, will ensure that the amount of any penalty fee or charge is reasonable and proportional to the omission or violation and may
require issuers to reverse interest rates increased since January 1, 2009 on a rolling six-month basis.
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For a discussion of the risks posed to the Company as a result of these new regulations, please refer to Compliance With New and Existing Laws
and Regulations May Increase Our Costs, Limit Our Ability To Pursue Business Opportunities, And Increase Compliance Challenges under
Item 1A. Risk Factors.

Dividends and Transfers of Funds

Traditionally dividends to the Company from its direct and indirect subsidiaries have represented a major source of funds for the Company to
pay dividends on its stock, make payments on corporate debt securities and meet its other obligations. There are various federal and state law
limitations on the extent to which the Banks can finance or otherwise supply funds to the Company through dividends and loans. These
limitations include minimum regulatory capital requirements, federal and state banking law requirements concerning the payment of dividends
out of net profits or surplus, Sections 23A and 23B of the Federal Reserve Act and Regulation W governing transactions between an insured
depository institution and its affiliates, as well as general federal and state regulatory oversight to prevent unsafe or unsound practices. In
general, federal and applicable state banking laws prohibit, without first obtaining regulatory approval, insured depository institutions, such as
the Banks, from making dividend distributions if such distributions are not paid out of available earnings or would cause the institution to fail to
meet applicable capital adequacy standards. However, we expect that the Company may receive a material amount of its funding in the form of
dividends from its direct and indirect subsidiaries.

Capital Adequacy

The Banks are subject to capital adequacy guidelines adopted by federal banking regulators. For a further discussion of the capital adequacy
guidelines, see Item 7 Management Discussion and Analysis of Financial Condition and Results of Operations Section X. Capital and Note
23 Regulatory Matters . The Banks were well capitalized under these guidelines as of December 31, 2009.

Basel I1

Implementation of the international accord on revised risk-based capital rules known as Basel II continues to progress. U.S. Federal banking
regulators finalized the Advanced version of Basel Il in December 2007 and they issued a Notice of Proposed Rulemaking for the ~Standardized
version in June 2008. In December 2009, the Basel Committee on Banking Supervision released a proposal for additional capital and liquidity
requirements, though it is not clear how these proposals will impact current regulations. Neither the Advanced nor Standardized version is
mandatory for the Company, but the Advanced version could become so, due to growth in the Company s reported assets. Alternatively, the
Company might elect to comply with either the Advanced or Standardized versions of Basel II in the future. Application of the new capital rules
could require us to increase the minimum level of capital that we hold. Compliance might also require a material investment of resources. We

will continue to closely monitor regulators implementation of the new rules with respect to the large institutions that are subject to it and assess
the potential impact to us.

Deposits and Deposit Insurance

Each of the Banks, as an insured depository institution, is a member of the Deposit Insurance Fund ( DIF ) maintained by the FDIC. Through the
DIF, the FDIC insures the deposits of insured depository institutions up to prescribed limits for each depositor. The DIF was formed on

March 31, 2006, upon the merger of the Bank Insurance Fund and the Savings Association Insurance Fund in accordance with the Federal

Deposit Insurance Reform Act of 2005 (the Reform Act ). The Reform Act permits the FDIC to set a Designated Reserve Ratio ( DRR ) for the
DIF. To maintain the DIF, member institutions may be assessed an insurance premium and the FDIC may take action to increase insurance
premiums if the DRR falls below its required level.

The FDIC has established a plan to restore the DIF in the face of recent insurance losses and future loss projections. As such, in the past year, the
FDIC has issued rules that generally increase deposit insurance rates and are expected to improve risk differentiation so that riskier institutions
bear a greater share of insurance premiums. As part of the restoration plan, the FDIC imposed a five basis point special assessment on a bank s
assets minus its Tier 1 capital as of June 30, 2009. The FDIC recently increased annual assessment rates again by three basis points beginning
2011. The FDIC also recently issued a final rule that required banks to prepay on December 31, 2009 their estimated quarterly risk-based
assessment for the fourth quarter of 2009 and for 2010, 2011, and 2012. In connection with the rule, the Company has prepaid approximately
$700 million, which is included within Other Assets.

On October 14, 2008, the FDIC announced its Temporary Liquidity Guarantee Program ( TLGP ), which included the Transaction Account
Guarantee Program ( TAGP ). The TAGP provides unlimited deposit insurance coverage for non-interest bearing transaction accounts (including
accounts swept from a non-interest bearing transaction account into a non-interest bearing savings deposit account) and certain interest-bearing
accounts (negotiable order of withdrawal (NOW) accounts with interest rates of 0.5 percent or less and lawyers trust accounts) at FDIC-insured
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depository institutions. The TAGP was originally scheduled to expire on December 31, 2009, but was extended through June 30, 2010 for those
institutions that choose to participate. The Banks are participating in the TAGP extension. Extension assessment costs are an annualized 15 basis
point fee on the balance of each covered account in excess of the current FDIC insurance limit of $250,000.
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The FDIC is authorized to terminate a bank s deposit insurance upon a finding by the FDIC that the bank s financial condition is unsafe or
unsound or that the institution has engaged in unsafe or unsound practices or has violated any applicable rule, regulation, order or condition
enacted or imposed by the bank s regulatory agency. The termination of deposit insurance for a bank could have a material adverse effect on its
liquidity and its earnings.

Banks may accept brokered deposits as part of their funding. Under the Federal Deposit Insurance Corporation Improvement Act of 1991

( FDICIA ), as discussed in Item 7 Management Discussion and Analysis of Financial Condition and Results of Operations Section X. Capital ,
only well-capitalized and adequately-capitalized institutions may accept brokered deposits. Adequately-capitalized institutions, however, must
first obtain a waiver from the FDIC before accepting brokered deposits, and such deposits may not pay rates that significantly exceed the rates

paid on deposits of similar maturity from the institution s normal market area or, for deposits from outside the institution s normal market area,

the national rate on deposits of comparable maturity.

Overdraft Protection

The Federal Reserve amended Regulation E on November 12, 2009, to limit the ability to assess overdraft fees for paying ATM and one-time
debit card transactions that overdraw a consumer s account, unless the consumer opts into such payment of overdrafts. The new rule does not
apply to overdraft services with respect to checks, ACH transactions, or recurring debit card transactions, or to the payment of overdrafts
pursuant to a line of credit or a service that transfers funds from another account. We are required to provide to customers written notice
describing our overdraft service, fees imposed, and other information, and to provide customers with a reasonable opportunity to opt in to the
service. Before we may assess fees for paying discretionary overdrafts, a customer must affirmatively opt in, which could negatively impact our
deposit business revenue.

Liability for Commonly-Controlled Institutions

Under the cross-guarantee provision of the Financial Institutions Reform, Recovery and Enforcement Act of 1989 ( FIRREA ), insured depository
institutions such as the Banks may be liable to the FDIC with respect to any loss incurred or reasonably anticipated to be incurred, by the FDIC

in connection with the default of, or FDIC assistance to, any commonly controlled insured depository institution. The Banks are commonly

controlled within the meaning of the FIRREA cross-guarantee provision.

FFIEC Account Management Guidance

On January 8, 2003, the Federal Financial Institutions Examination Council ( FFIEC ) released Account Management and Loss Allowance
Guidance (the Guidance ). The Guidance applies to all credit lending of regulated financial institutions and generally requires that banks properly
manage several elements of their lending programs, including line assignments, over-limit practices, minimum payment and negative

amortization, workout and settlement programs, and the accounting methodology used for various assets and income items related to loans.

We believe that our account management and loss allowance practices are prudent and appropriate and, therefore, consistent with the Guidance.
We caution, however, the Guidance provides wide discretion to bank regulatory agencies in the application of the Guidance to any particular
institution and its account management and loss allowance practices. Accordingly, under the Guidance, bank examiners could require changes in
our account management or loss allowance practices in the future, and such changes could have an adverse impact on our financial condition or
results of operation.

Privacy and Fair Credit Reporting

The Gramm-Leach-Bliley Act ( GLBA ) requires a financial institution to describe in a privacy notice certain of its privacy and data collection
practices and requires that customers or consumers, before their nonpublic personal information is shared with nonaffiliated third parties, be
given a choice (through an opt-out notice) to limit the sharing of such information about them with nonaffiliated third persons unless the sharing
is required or permitted under the GLBA as implemented. The Company and the Banks have written privacy notices that are available through
the website of the Company, the relevant legal entity, or both, and are delivered to consumers and customers when required under the GLBA. In
accordance with the privacy notices noted above, the Company and the Banks protect the security of information about their customers, educate
their employees about the importance of protecting customer privacy, and allow their customers to remove their names from the solicitation lists
they use and share with others to the extent they use or share such lists. The Company and the Banks require business partners with whom they
share such information to have adequate security safeguards and to abide by the redisclosure and reuse provisions of the GLBA. To the extent
that the GLBA and the FCRA require the Company or one or more of the Banks to provide customers and consumers the opportunity to opt out
of sharing information, then the relevant entity or entities provide such options in the privacy notice. In addition to adopting federal requirements
regarding privacy, the GLBA also permits individual states to enact stricter laws relating to the use of customer information. To date, at least
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California and Vermont have done so by statute, regulation or referendum, and other states may consider proposals which impose additional
requirements or restrictions on the Company and/or the Banks. If the federal or state regulators of the financial subsidiaries establish further
guidelines for addressing customer privacy issues, the Company and/or one or more of the Banks may need to amend their privacy policies and
adapt their internal procedures.
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Under Section 501(b) of the GLBA, among other sources of statutory authority, including state law, the Banks and the Company are required to
observe various data security-related requirements, including establishing information security and data security breach response programs and
properly authenticating customers before processing or enabling certain types of transactions or interactions. The failure to observe any one or
more of these requirements could subject the Banks or the Company to enforcement action or litigation.

Like other lending institutions, the Banks utilize credit bureau data in their underwriting activities. Use of such data is regulated under the FCRA
on a uniform, nationwide basis, including credit reporting, prescreening, sharing of information between affiliates, and the use of credit data. The
Fair and Accurate Credit Transactions Act of 2003 (the FACT Act ), which was enacted by Congress and signed into law in December 2003,
extends the federal preemption of the FCRA permanently, although the law authorizes states to enact identity theft laws that are not inconsistent
with the conduct required by the provisions of the FACT Act. If financial institutions and credit bureaus fail to alleviate the costs and consumer
frustration associated with the growing crime of identity theft, financial institutions could face increased legislative/regulatory and litigation
risks.

Investment in the Company and the Banks

Certain acquisitions of capital stock may be subject to regulatory approval or notice under federal or state law. Investors are responsible for
ensuring that they do not, directly or indirectly, acquire shares of capital stock of the Company in excess of the amount which can be acquired
without regulatory approval. Each of the Banks is an insured depository institution within the meaning of the Change in Bank Control Act.
Consequently, federal law and regulations prohibit any person or company from acquiring control of the Corporation without, in most cases,
prior written approval of the Federal Reserve or the OCC, as applicable. Control is conclusively presumed if, among other things, a person or
company acquires more than 25% of any class of voting stock of the Company. A rebuttable presumption of control arises if a person or
company acquires more than 10% of any class of voting stock and is subject to any of a number of specified control factors as set forth in the
applicable regulations. Additionally, COBNA and CONA are banks within the meaning of Chapter 13 of Title 6.1 of the Code of Virginia
governing the acquisition of interests in Virginia financial institutions (the Financial Institution Holding Company Act ). The Financial Institution
Holding Company Act prohibits any person or entity from acquiring, or making any public offer to acquire, control of a Virginia financial
institution or its holding company without making application to, and receiving prior approval from, the Bureau of Financial Institutions.

Non-Bank Activities

The Company s non-bank subsidiaries are subject to supervision and regulation by various other federal and state authorities. Insurance agency
subsidiaries are regulated by state insurance regulatory agencies in the states in which they operate. Capital One Agency LLC is a licensed
insurance agency that is regulated by the New York State Insurance Department in its home state and by the state insurance regulatory agencies
in the states in which it operates. Capital One Agency LLC provides both personal and business insurance services to retail and commercial
clients. Chevy Chase Insurance Agency, Inc. is a licensed insurance agency that is regulated by the Maryland State Insurance Administration in
its home state and by the state insurance regulatory agencies in the states in which it operates. The Company plans to merge Chevy Chase
Insurance Agency, Inc. with and into Capital One Agency LLC in 2010.

Capital One Investment Services LLC, Capital One Southcoast Capital, Inc., and Chevy Chase Securities, Inc. are registered broker-dealers
regulated by the Securities and Exchange Commission and the Financial Industry Regulatory Authority. The Company s broker-dealer
subsidiaries are subject to, among other things, net capital rules designed to measure the general financial condition and liquidity of a
broker-dealer. Under these rules, broker-dealers are required to maintain the minimum net capital deemed necessary to meet their continuing
commitments to customers and others, and are required to keep a substantial portion of their assets in relatively liquid form. These rules also
limit the ability of broker-dealers to transfer large amounts of capital to parent companies and other affiliates. Broker-dealers are also subject to
other regulations covering their business operations, including sales and trading practices, public offerings, publication of research reports, use
and safekeeping of client funds and securities, capital structure, record-keeping and the conduct of directors, officers and employees. The
Company plans to merge Chevy Chase Securities, Inc. with and into Capital One Investment Services LLC in 2010.

Capital One Asset Management LL.C, Capital One Financial Advisors LLC and Chevy Chase Securities, Inc. are registered investment advisers
regulated under the Investment Advisers Act of 1940. Capital One Asset Management provides investment advice to institutions, foundations
and endowments, and high net worth individuals. Chevy Chase Securities, Inc. provides investment advice to institutions, foundations and
endowments, and high net worth individuals, as well as being a registered broker-dealer as described above. The Company plans to transfer the
investment advisory services and licenses associated with Chevy Chase Securities, Inc. to Capital One Financial Advisors, LLC in 2010.
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USA PATRIOT Act of 2001

The USA PATRIOT Act of 2001 (the Patriot Act ) contains sweeping anti-money laundering and financial transparency laws as well as enhanced
information collection tools and enforcement mechanisms for the U.S. government, including due diligence requirements for private banking

and correspondent accounts; standards for verifying customer identification at account opening; rules to promote cooperation among financial
institutions, regulators, and law enforcement in identifying parties that may be involved in terrorism or money laundering; reporting

requirements applicable to the receipt of coins and currency of more than $10,000 in nonfinancial trades or businesses; and more broadly
applicable suspicious activity reporting requirements.

The Department of Treasury in consultation with the Federal Reserve and other federal financial institution regulators has promulgated rules and
regulations implementing the Patriot Act that prohibit correspondent accounts for foreign shell banks at U.S. financial institutions; require
financial institutions to maintain certain records relating to correspondent accounts for foreign banks; require financial institutions to produce
certain records upon request of the appropriate federal banking agency; require due diligence with respect to private banking and correspondent
banking accounts; facilitate information sharing between government and financial institutions; require verification of customer identification;
and require financial institutions to have an anti-money laundering program in place.

Interstate Taxation

Several states have passed legislation which attempts to tax the income from interstate financial activities, including credit cards, derived from
accounts held by local state residents. The Company has accounted for this matter applying the recognition and measurement criteria of FASB
Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an Interpretation of FASB Statement No. 109, ( ASC 740-10/FIN 48 ).

Legislation

Preamble

The information contained in this section is current as of February 19, 2010.
Credit Card

In May 20009, the President signed the Credit CARD Act into law. Different provisions of this legislation become effective on February 22, 2010
and August 22, 2010. For further information on the Credit CARD Act, see Supervision and Regulation New Regulations of Consumer Lending
Activities.

The Credit CARD Act also requires the Government Accountability Office (GAO) to conduct a study on interchange fees. The GAO released
their report, Credit Cards: Rising Interchange Fees Have Increased Costs for Merchants, but Options for Reducing Fees Pose Challenges on
November 19, 2009.

In 2009, legislation to regulate interchange fees was also introduced in the U.S. House and the U.S. Senate. House Judiciary Chairman John
Conyers (D-MI) and Congressman Bill Shuster (R-PA) have introduced legislation in the U.S. House and Senator Dick Durbin (D-IL) has
introduced legislation in the U.S. Senate that provides an antitrust exemption to allow merchants to collectively bargain with the networks and
the banks regarding the rates (including merchant discount) and terms (including rules) for payment card acceptance. The Senate bill also
includes a three judge panel who would determine the rates and terms if an agreement is not reached under the antitrust exemption. This
legislation is under the jurisdiction of the Judiciary Committees. It is expected that attempts to regulate interchange fees will continue to be
raised at the state level as well.

In addition, Congressman Peter Welch (D-VT) has also introduced a bill that attempts to change many of the fundamental rules of the networks
and focuses on: (i) honoring all cards: (ii) minimum/maximum transaction amounts; and (iii) premium card pricing, among other issues. To date,
a companion bill has not been introduced in the Senate. A legislative hearing was held on October 8, 2009 in the House Financial Services
Committee; however, no additional action is currently scheduled.

Financial Regulatory Reform

In June 2009, the Treasury Department released the Administration s proposal for Regulatory Reform. This proposal overhauls the financial
regulatory structure in several significant respects. Among other changes, the proposal would give authority to the Federal Reserve Board to
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serve as the nation s financial services systemic risk regulator, with new enhanced scrutiny over financial institutions that are deemed too big to
fail.

The Administration s proposal would also establish a Consumer Financial Protection Agency (CFPA), a new government agency with sole rule
writing authority for consumer financial protection statutes. As proposed, the CFPA s authority would cover all consumer financial products
including any loan, deposit account or other financial product. The proposal would also give states the authority to enforce federal laws
regardless of a bank s charter, and it would abolish federal preemption of conflicting state consumer protection laws, requiring national banks to
meet up to 50 separate sets of standards.
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In January 2010, the President also proposed implementing Volcker Rule limitations that would place new restrictions on the size and scope of
banks and other financial institutions. Specifically, no bank would be permitted to own, invest in or sponsor a hedge fund or a private equity
fund, or proprietary trading operations unrelated to serving customers for its own profit and broader limits would be placed on increases in the
market share of liabilities at the largest financial firms to supplement existing limitations with respect to the market share of deposits. We do not
expect that this proposed rule would affect any of our existing businesses.

On December 11, 2009, the House passed the Wall Street Reform and Consumer Protection Act (the Wall Street Reform Act ) The legislation
would create the CFPA and the new agency would have oversight over most consumer protection laws (except the Community Reinvestment

Act) 180 days after the bill is enacted into law. The Wall Street Reform Act allows for federal preemption of state consumer protection laws

only in cases where the state laws prevent, significantly interfere with, or materially impair the ability of national banks to engage in the business
of banking.

Additionally, the Wall Street Reform Act addresses systemic risk and resolution authority in a number of ways. First, it would create an
inter-agency Financial Services Oversight Council that would identify and regulate financial institutions that pose systemic risks, and these
institutions would be subject to heightened oversight and regulation. The Wall Street Reform Act also establishes a process for dismantling
failing, systemically risky firms and requires assessments of financial companies with over $50 billion in assets to pay for a Systemic
Dissolution Fund.

The Wall Street Reform Act would also make certain changes to the manner in which fees are assessed against financial institutions by the
FDIC. First, the amount of the FDIC s assessment would be determined based on average total assets less average tangible equity as opposed to
total domestic deposits. Second, the considerations that the FDIC utilizes in its risk-based assessment formula would be modified to include the
risks to the deposit insurance fund posed by the uninsured affiliates of the depository institution. Third, the FDIC would be required to consider
off-balance sheet exposures when setting its rates. The FDIC s current authority to establish separate assessment systems for large and small
institutions would be eliminated. Furthermore, regulatory agencies would be required to adopt joint regulations requiring creditors and
securitizers to retain at least five percent of the credit risk with respect to such credit or security and prohibit the hedge or transfer of such risk.
The agencies could reduce or increase the five percent requirement depending on the circumstances.

The Wall Street Reform Act also addresses shareholder measures, including requiring public companies to provide shareholders with a
non-binding vote with respect to executive compensation and to have a compensation committee comprised solely of independent directors.
Additionally, the federal banking regulators, the Securities and Exchange Commission (SEC), and the Federal Housing Finance Agency (FHFA)
would be required to jointly issue regulations prohibiting any compensation package that encourages executives to take risks that could seriously
affect the economy or threaten a financial institution s safety and soundness. The act also includes substantial portions of H.R. 1728, the
Mortgage Reform and Anti-Predatory Lending Act, which the House passed in May 2009 (and discussed below in Housing and Mortgage
Lending ).

No companion bill to the Wall Street Reform Act has yet been introduced in the Senate.
Proposed TARP Assessment

In January 2010, the President announced additional proposals that would impact financial institutions. The first proposal would levy a new tax
on institutions within the financial sector to recoup the benefits certain institutions have received under government assistance programs,
including TARP. The annual fee would be assessed at a rate of 15 basis points of covered liabilities for financial firms with more than $50
billion in consolidated assets (excluding Tier 1 capital, FDIC-assessed deposits and insurance policy reserves). To date, Congress has not put
forth legislation on this issue. If the proposal is enacted as described above, the impact to the Company is estimated to be $154 million.

Housing and Mortgage Lending

Since 2008, Congress has also focused on the housing market, looking at both retrospective and prospective solutions. In July 2008, legislation
was enacted to create additional federal backstops and strengthen regulation of the Government Sponsored Enterprises ( GSEs ), including an
overhaul of the Federal Housing Administration ( FHA ) programs. In May 2009, H.R. 1728, the Mortgage Reform and Anti-Predatory Lending
Act was passed in the House. The legislation would place a federal duty of care on mortgage originators, lower the threshold for loans covered
under the Home Ownership and Equity Protection Act (HOEPA), as well as address assignee liability and require that securitizers retain access

to all loans packaged and sold. As discussed above, in December 2009, this legislation was included in the Wall Street Reform Act that passed

the U.S. House.
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In May 20009, the President signed the Helping Families Save Their Homes Act which provides various types of foreclosure relief and changes to
the mortgage marketplace. Among other things, the law would require the OCC, OTS and HUD to report to Congress on the number and type of
loan modifications made by entities under their supervision; provide a limited safe harbor for any mortgage loan servicer that enters into a

qualified loss mitigation plan with a borrower whose loan is held in a securitization vehicle; make various changes to the HOPE for
Homeowners Act of 2008 (H4H) by providing greater incentives for mortgage servicers to engage in modifications and reducing administrative
burdens on loan underwriters; require new owners of mortgage loans to give notice to borrowers of the sale, transfer or assignment of the loan
within 30 days of such sale, transfer or assignment and to provide certain information; and require 90 days notice to terminate the lease of a bona
fide tenant of a foreclosed-upon dwelling.

Bankruptcy

There have been several proposals in Congress to modify the bankruptcy laws to permit homeowners at risk of foreclosure to receive a
modification of their primary mortgages. On October 20, 2008, President Bush signed the National Guard and Reservists Debt Relief Act of
2008, making bankruptcy filings easier for national guardsmen and reservists.

Broad bankruptcy legislation that could be seen as creating incentives for consumers to choose Chapter 13 bankruptcy as a primary remedy for
mortgage related problems was also introduced in 2009. This legislation passed the U.S. House in March 2009; however, when it was offered as
an amendment to a separate bill in the U.S. Senate, it was defeated. The Senate sponsor, Senator Dick Durbin, has stated he intends to continue
working to enact the legislation and will use other available legislative vehicles, including reintroducing the amendment at a later date. During
the House consideration of the comprehensive regulatory reform bill in December 2009, the bankruptcy amendment was offered, but failed.
Finally, Senators Whitehouse (D-RI) and Durbin have introduced legislation to disallow claims arising from high cost consumer credit in
bankruptcy proceedings. The Senate Judiciary Committee has yet to take action on the bill; however, the bill was placed on the Committee
calendar for consideration but has not been brought up for debate and vote.

Please see Compliance With New and Existing Laws and Regulations May Increase Our Costs, Limit Our Ability To Pursue Business
Opportunities, And Increase Compliance Challenges under Item 1A. Risk Factors for a discussion of the risks posed to the Company as a result
of the current legislative environment.

Regulation of International Business by Non U.S. Authorities

COBNA faces regulation in foreign jurisdictions where it currently operates. In the United Kingdom, COBNA operates through the U.K. Bank,
which was established in 2000. The U.K. Bank is regulated by the Financial Services Authority ( FSA ) and licensed by the Office of Fair Trading
( OFT ). The U.K. Bank is an authorized deposit taker and thus is able to take consumer deposits in the U.K. However, the U.K Bank no longer
takes deposits following the sale of its deposits business in 2009. The U.K. Bank also has been granted a full license by the OFT to issue

consumer credit under the U.K. s Consumer Credit Act. The FSA requires the U.K. Bank to maintain certain regulatory capital ratios at all times
and it may modify those requirements at any time. Effective January 1, 2008, the U.K. Bank became subject to new capital adequacy

requirements implemented by the FSA as a result of the U.K. s adoption of the European Capital Requirements Directive, itself an

implementation of the Basel II Accord. The U.K. Bank obtains capital through earnings or through capital infusion from COBNA, subject to

prior notice requirements under Regulation K of the rules administered by the Federal Reserve. If the U.K. Bank is unable to generate or

maintain sufficient capital on favorable terms, it may choose to restrict its growth to reduce the regulatory capital required. Following the
introduction of the Capital Requirements Directive, the U.K. Bank continues to have a capital surplus and the impact of the new capital regime

has been fully factored into the U.K. Bank s financial and capital planning. In addition, the U.K. Bank is limited by the U.K. Companies Act in

its distribution of dividends to COBNA via its immediate parent undertakings, Capital One Investment Limited and Capital One Holdings

Limited, since dividends may only be paid out of the U.K. Bank s distributable profits.

In July 2009, the U.K. government published Review of the Regulation of Credit and Store Cards, a report on the credit card industry, and issued
a formal consultation in October 2009. The report and consultation focus on the allocation of payments, minimum payment increases,

unsolicited credit limit increases, and repricing. The U.K. government is soliciting comments from consumers and the credit card industry, and is
expected to propose legislative changes in the second quarter of 2010.

In addition, the U.K. government has proposed a Financial Services Bill which is currently before Parliament that would restrict the issuance of
unsolicited credit card checks. If passed as proposed, credit card issuers would not be able to issue credit card checks unless requested by a
cardholder and each request would be limited to up to three checks.

Following the passing of the Consumer Credit Directive (the CCD ) by the European Commission (the EC ), the U.K consumer credit regime,
including the laws and regulations with respect to the marketing of consumer credit products and the design of and disclosure in consumer credit
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agreements, is due to change significantly. The CCD is also introducing new regulations requiring that certain information be provided to
consumers before a credit agreement is entered into and explicit requirements to ensure that any such consumer is creditworthy. The CCD is
required to be implemented into U.K law by June 11, 2010, although there are indications that there may be a delay in this implementation
timeframe.
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The OFT is investigating Visa and MasterCard s current methods of setting interchange fees applicable to U.K. domestic transactions.
Cross-border interchange fees are also coming under scrutiny from the European Commission, which in December 2007 issued a decision notice
stating that MasterCard s interchange fees applicable to cross border transactions are in breach of European Competition Law. MasterCard has
appealed this decision. A similar decision is expected in relation to Visa s cross border interchange fees. The timing of any final resolution of the
matter by EC or OFT is uncertain and it is unlikely that there will be any determination before the end of 2011. However, it is likely that
interchange fees will be reduced, which could adversely affect the yield on U.K. credit card portfolios.

Following a referral by the OFT, the Competition Commission (the CC ) launched a market investigation into the supply of Payment Protection
Insurance ( PPI ) in the U.K. PPI on mortgages, credit cards, unsecured loans (personal loans, motor loans and hire purchase) and secured loans is
included. The CC published its final report on remedies on January 29, 2009, which included point of sale changes and the introduction of an
annual PPI statement to customers. At the end of 2009, Barclays Bank successfully challenged the remedies package at the Competition Appeals
Tribunal (the CAT ) and the CC is currently revisiting its proposals. The new provisional remedies package is expected to be delivered in May
2010, followed by a consultation period at which point the U.K Bank will be able to assess the impact of the proposed new remedies. The U.K.
Bank is now expecting the remedies will not be implemented until 2011.

As in the U.S., in non-U.S. jurisdictions where we operate, we face a risk that the laws and regulations that are applicable to us (or the
interpretations of existing laws by relevant regulators) may change in ways that adversely impact our business.

Statistical Information

The statistical information required by Item 1 can be found in Item 6 Selected Financial Data , Item 7 Management Discussion and Analysis of
Financial Condition and Results of Operations and in Item 8, Financial Statements and Supplementary Data .

Item 1A.  Risk Factors

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995. We also may make written or oral forward-looking statements in our periodic reports to the Securities and Exchange Commission on
Forms 10-Q and 8-K, in our annual report to shareholders, in our proxy statements, in our offering circulars and prospectuses, in press releases
and other written materials and in statements made by our officers, directors or employees to third parties.

Statements that are not about historical facts, including statements about our beliefs and expectations, are forward-looking statements. Forward
looking statements include, but are not limited to, information relating to our future earnings per share, growth in managed loans outstanding,
product mix, segment growth, tangible common equity, managed revenue margin, funding costs, operations costs, employment growth,

marketing expense, delinquencies and charge-offs. Forward looking statements also include statements using words such as expect, anticipate,

hope, intend, plan, believe, estimate or similar expressions as well as conditional verbs such as will, should, would and could.

these forward-looking statements on our current plans, estimates and projections, and you should not unduly rely on them.

Forward-looking statements are not guarantees of future results or performance. They involve risks, uncertainties and assumptions, including the
risks discussed below. Our future performance and actual results may differ materially from those expressed in forward-looking statements.
Many of the factors that will determine these results and values are beyond our ability to control or predict. Forward-looking statements speak
only as of the date that they are made, and we undertake no obligation to publicly update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise.

This section highlights specific risks that could affect our business. Although we have tried to discuss all material risks, please be aware that
other risks may prove to be important in the future. In addition to the factors discussed elsewhere in this report, among the other factors that
could cause actual results to differ materially from our forward looking statements are the following:

The Current Business Environment, Including a Prolonged Economic Recovery, May Adversely Affect Our Industry, Business, Results
Of Operations And Capital Levels

The recent global recession has resulted in a general tightening in the credit markets, lower levels of liquidity, reduced asset values (including
residential and commercial properties), reduced business profits, increased rates of business and consumer delinquency, and increased rates of
unemployment and consumer bankruptcy, some of which have had a negative impact on our results of operation. The absence of recovery, or a
recovery that is only shallow and very gradual, including continued elevated unemployment rates and reduced home prices, may have a material
adverse effect on our financial condition and results of operations as customers default on their loans or maintain lower deposit levels, or in the
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case of credit card accounts, carry lower balances and reduce credit card purchase activity.
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In particular, we may face the following risks in connection with these events:

Market developments may affect consumer confidence levels and may cause declines in credit card usage and adverse changes in
payment patterns, causing increases in delinquencies and default rates, which could have a negative impact on our results of
operations. In addition, changes in consumer behavior, including decreased consumer spending and a shift in consumer payment
strategies towards avoiding late fees, over-limit fees, finance charges and other fees, could have an adverse impact on our revenues.

Continued increases in consumer bankruptcies could cause increases in our charge-off rates, which could have a negative impact on
our revenues.

Our ability to recover debt that we have previously charged-off may be limited, which could have a negative impact on our revenues.

The processes we use to estimate inherent losses may no longer be reliable because they rely on complex judgments, including
forecasts of economic conditions, which may no longer be capable of accurate estimation, which could have a negative impact on our
business.

Our ability to assess the creditworthiness of our customers may be impaired if the criteria and/or models we use to underwrite and
manage our customers become less predictive of future losses, which could cause our losses to rise and have a negative impact on
our results of operations.

Our ability to borrow from other financial institutions or to engage in funding transactions on favorable terms or at all could be
adversely affected by further disruptions in the capital markets or other events, including actions by rating agencies and deteriorating
investor expectations, which could limit our access to funding. As a result of these market conditions, we have increased our reliance
on deposit funding. This shift results in higher levels of owned loan receivables and related increases in our allowance for loan and
lease losses.

Increased charge-offs, rising LIBOR and other events may cause our securitization transactions to amortize earlier than scheduled,
which could accelerate our need for additional funding.

An inability to accept or maintain deposits or to obtain other sources of funding could materially affect our liquidity position and our
ability to fund our business. Many other financial institutions are increasing their reliance on deposit funding and, as such, we expect
increased competition in the deposit markets. We cannot predict how this increased competition will affect our costs. If we are
required to offer higher interest rates to attract or maintain deposits, our funding costs will be adversely impacted. In addition, our
ability to maintain existing or obtain additional deposits may be impacted by factors beyond our control, including perceptions about
our financial strength, which could lead to consumers choosing not to make deposits with us.

Regulators, rating agencies or investors could change their standards regarding appropriate capital levels for banks in general or our
company in particular. If we are unable to meet any such new standards, it could have negative impacts on our ability to lend, to
grow deposits, and on our business results.

Increased prepayments, refinancings or other factors could lead to a reduction in the value of our mortgage servicing rights, which
could have a negative impact on our financial results.
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Compliance With New And Existing Laws And Regulations May Increase Our Costs, Reduce Our Revenue, Limit Our Ability To
Pursue Business Opportunities, And Increase Compliance Challenges

There has been increased legislation and regulation with respect to the financial services industry in the last few years, and we expect that
oversight of our business will continue to expand in scope and complexity. A wide array of banking, consumer lending, and deposit laws apply
to almost every aspect of our business. Failure to comply with these laws and regulations could result in financial, structural and operational
penalties, including receivership. In addition, establishing systems and processes to achieve compliance with these laws and regulations may
increase our costs and/or limit our ability to pursue certain business opportunities.

On January 12, 2010, the Federal Reserve Board released a final rule under Regulation Z ( Truth in Lending ) which incorporates the provisions
required to implement the Credit Card Act and the Federal Reserve s amendments to Truth in Lending under its December 2008 final rule. These
provisions impact credit card s primarily, but will also impact other open-end loans. The Credit CARD Act will prohibit or limit a number of
industry practices such as repricing starting February 22, 2010. The provisions in the final rule also will require extensive changes to disclosures
for solicitations and applications, account opening, periodic statements, changes in terms, and convenience checks by July 1, 2010. Although the
Company has not engaged in many of the practices prohibited by the amendments, the rules could have a material adverse effect on future
revenues in our U.S. credit card business and could make the card business generally less resilient in future economic downturns. In particular,
the rules will prohibit an increase in the interest rates applied to existing credit card balances except in limited circumstances. Forthcoming
regulations addressing unrepricing requirements and reasonableness of penalty fees for credit cards also may have further impacts to revenues
and costs. Unrepricing requirements could require issuers to reverse all or part of any APR price increases instituted since January 1, 2009.

Rules regarding reasonable and proportional penalty fees could limit the amount of such fees. Likewise, several bills pending before Congress
could impact credit card pricing and other terms.
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In June 2009, the Treasury Department released a proposal to reform the financial services industry. This proposal gives the Federal Reserve

Board authority to serve as the nation s financial services systemic risk regulator, with enhanced scrutiny over financial institutions that are

deemed too big to fail. The proposal could also establish a Consumer Financial Protection Agency (the CFPA ), a new government agency with
sole rule writing authority for consumer financial protection statutes. As proposed, the CFPA s authority would cover all consumer financial
products including any loan, deposit account or other financial product.

In addition, legislation has been introduced that could enable merchants to negotiate interchange fees, which are the discounts on the payment
due from the card-issuing bank to the merchant bank through the interchange network. If enacted, any subsequent negotiations with merchants
could reduce the interchange fees that the Company is able to collect. The future of these bills is uncertain, but each, or additional legislation,
could be introduced or reintroduced in 2010. We face similar risks with respect to our international businesses, where changing laws and
regulations may have an adverse impact on our results.

Finally, broad bankruptcy legislation that could create incentives for consumers to choose Chapter 13 bankruptcy as a primary remedy for
mortgage related problems was introduced in Congress in 2009. Such legislation, if enacted, could result in an increase in bankruptcy filings,
which could lead to increased credit losses in certain of our lending businesses, such as credit cards and Auto Finance, and could have an overall
negative impact on our results of operation.

Certain laws and regulations, and any interpretations and applications with respect thereto, may benefit consumers, borrowers and depositors,
not stockholders. The legislative and regulatory environment is beyond our control, may change rapidly and unpredictably and may negatively
influence our revenue, costs, earnings, growth and capital levels. Our success depends on our ability to maintain compliance with both existing
and new laws and regulations. For a description of the laws and regulations to which we are subject, please refer to Supervision and Regulation
in Item 1.

We May Experience Increased Delinquencies And Credit Losses

Like other lenders, we face the risk that our customers will not repay their loans. Rising losses or leading indicators of rising losses (such as
higher delinquencies, non-performing loans, or bankruptcy rates; lower collateral values; elevated unemployment rates) may require us to
increase our allowance for loan and lease losses, which may degrade our profitability if we are unable to raise revenue or reduce costs to
compensate for higher losses. In particular, we face the following risks in this area:

Missed Payments. Our customers may miss payments. Loan charge-offs (including from bankruptcies) are generally preceded by
missed payments or other indications of worsening financial condition. Our reported delinquency levels measure these trends.
Customers are more likely to miss payments during an economic downturn or prolonged periods of slow economic growth. In
addition, we face the risk that consumer and commercial customer behavior may change (i.e. an increased unwillingness or inability
to repay debt), causing a long-term rise in delinquencies and charge-offs.

Estimates of inherent losses. The credit quality of our portfolio can have a significant impact on our earnings. We allow for and
reserve against credit risks based on our assessment of credit losses inherent in our loan portfolios. This process, which is critical to
our financial results and condition, requires complex judgments, including forecasts of economic conditions. We may underestimate
our inherent losses and fail to hold a loan loss allowance sufficient to account for these losses. Incorrect assumptions could lead to
material underestimates of inherent losses and inadequate allowance for loan and lease losses. In addition, our estimate of inherent
losses impacts the amount of allowances we build to account for those losses. The increase or release of allowances impacts our
current financial results.

Underwriting. Our ability to assess the credit worthiness of our customers may diminish. If the models and approaches we use to
select, manage, and underwrite our consumer and commercial customers become less predictive of future charge-offs (due, for
example, to rapid changes in the economy, including the unemployment rate), our credit losses may increase and our returns may
deteriorate.
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Business mix. Our business mix could change in ways that could adversely affect credit losses. We participate in a mix of businesses
with a broad range of credit loss characteristics. Consequently, changes in our business mix may change our charge-off rate.

Charge-off recognition. The rules governing charge-off recognition could change. We record charge-offs according to accounting
and regulatory guidelines and rules. These guidelines and rules, including the FFIEC Account Management Guidance, could require
changes in our account management or loss allowance practices and cause our charge-offs to increase for reasons unrelated to the
underlying performance of our portfolio. Such changes could have an adverse impact on our financial condition or results of
operation.

Industry practices. Our charge-off and delinquency rates may be negatively impacted by industry developments, including new
regulations applicable to our industry.
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Collateral. Collateral, when we have it, could be insufficient to compensate us for loan losses. When customers default on their loans
and we have collateral, we attempt to seize it. However, the value of the collateral may not be sufficient to compensate us for the
amount of the unpaid loan and we may be unsuccessful in recovering the remaining balance from our customers. Particularly with
respect to our commercial lending and mortgage activities, decreases in real estate values could adversely affect the value of property
used as collateral for our loans and investments. Thus, the recovery of such property could be insufficient to compensate us for the
value of these loans.

New York Concentration. Although our lending is geographically diversified, in general, approximately 45% of our commercial loan
portfolio is concentrated in the New York metropolitan area. The regional economic conditions in the New York area affect the
demand for our commercial products and services as well as the ability of our customers to repay their commercial loans and the
value of the collateral securing these loans. A prolonged decline in the general economic conditions in the New York region could
have a material adverse effect on the performance of our commercial loan portfolio and our results of operations.

We May Experience Increased Losses Associated with Mortgage Repurchases and Indemnification Obligations

Certain of our subsidiaries, including GreenPoint and CONA, as successor to Chevy Chase Bank, may be required to repurchase mortgage loans
that have been sold to investors in the event there are certain breaches of certain representations and warranties contained within the sales
agreements. We may be required to repurchase mortgage loans that we sell to investors in the event that there was improper underwriting or
fraud, or in the event that the loans become delinquent shortly after they are originated. These subsidiaries also may be required to indemnify
certain purchasers and others against losses they incur in the event of breaches of representations and warranties and in various other
circumstances, and the amount of such losses could exceed the repurchase amount of the related loans. Consequently, we may be exposed to
credit risk associated with sold loans. We have established a reserve in the consolidated financial statements for potential losses that are
considered to be both probable and reasonably estimable related to the mortgage loans sold by our originating subsidiaries. The adequacy of the
reserve and the ultimate amount of losses incurred will depend on, among other things, the actual future mortgage loan performance, the actual
level of future repurchase and indemnification requests, the actual success rate of claimants, developments in Company and industry litigation,
actual recoveries on the collateral, and macroeconomic conditions (including unemployment levels and housing prices). Due to uncertainties
relating to these factors, we cannot reasonably estimate the total amount of losses that will actually be incurred as a result of our subsidiaries
repurchase and indemnification obligations, and there can be no assurance that our reserves will be adequate or that the total amount of losses
incurred will not have a material adverse effect upon the Company s financial condition or results of operations. For additional information
related to the Company s mortgage loan operations, mortgage loan repurchase and indemnification obligations and related reserves, see Item 7
Management Discussion and Analysis of Financial Conditions and Results of Operations ~ Valuation of Representation and Warranty Reserve .

We may not be able to maintain adequate capital levels, which could have a negative impact on our business results

As a result of recent economic and market developments, financial institutions may become subject to new and increased capital requirements.
While it is not clear what form these requirements might take or whether they will apply to the Companys, it is possible that we could be required
to increase our capital buffers more quickly than we can generate additional capital. Thus, such new requirements could have a negative impact
on our ability to lend, to grow deposit balances and/or on our returns.

Among the proposals under consideration:

Under the Wall Street Reform and Consumer Protection Act as passed by the House in December 2009, financial holding companies
that are deemed to pose systemic risks would be subject to heightened oversight and scrutiny, including increased risk-based capital
requirements and leverage limits under regulations to be promulgated by the Federal Reserve. The legislation also would require the
Federal Reserve to take prompt corrective action with respect to systemically important firms that do not meet minimum capital
requirements and authorizes the Federal Reserve to require systemically important firms to maintain a minimum amount of
long-term hybrid debt that would be convertible to equity under certain circumstances. No companion bill for to the Wall Street
Reform Act has yet been introduced in the Senate.

In December 2009, the Basel Committee on Banking Supervision released for comment a proposal to strengthen global capital
regulations. The key elements of the proposal include raising the quality, consistency and transparency of the capital base,
strengthening the risk coverage of the capital framework, introducing a leverage ratio that is different from the U.S. leverage ratio
measures and promoting the build-up of capital buffers. The U.S. banking agencies are expected to issue a similar version of the
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proposal later this year. Although any U.S. proposal would apply to banking organizations subject to the Basel II regime to which the
Company is not currently subject, the proposal might also impact the Company and other banking organizations.
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In January 2010, the OCC and the Federal Reserve announced a final rule regarding capital requirements related to the adoption of
ASC 860/SFAS 166 and ASC 810/SFAS 167. Under the final rule, the Company and its subsidiary banks will be required to hold
capital against those risk-weighted assets consolidated as a result of the application of ASC 860/SFAS 166 and ASC 810/SFAS 167.

We maintain a substantial deferred tax asset on our balance sheet, and we include this asset when calculating our regulatory capital
levels. However, for regulatory capital purposes, deferred tax assets that are dependent on future taxable income are limited to the
lesser of: (i) the amount of deferred tax assets we expect to realize within one year of the calendar quarter-end date, based on our
projected future taxable income for that year; or (ii) 10% of the amount of our Tier 1 capital. In addition, the Basel Committee s
capital proposal would require a reduction from capital for any deferred tax assets that are dependent on future earnings. As a result,
we may not be able to consider the full value of the deferred tax asset when calculating our regulatory capital levels.

We Face Risk Related To The Strength Of Our Operational, Technological And Organizational Infrastructure

Our ability to grow and compete is dependent on our ability to build or acquire the necessary operational, technological and organizational
infrastructure. The Company is currently engaged in significant development projects to complete the systems integration of Chevy Chase Bank
and to build a scalable banking infrastructure. Implementation of such infrastructure changes and upgrades may, at least temporarily, cause
disruptions to our business, including, but not limited to, systems interruptions, transaction processing errors, and system conversion delays, all
of which could have a negative impact on our Company.

Similar to other large corporations, we are exposed to operational risk that can manifest itself in many ways, such as errors related to failed or
inadequate processes, faulty or disabled computer systems, fraud by employees or persons outside of the Company and exposure to external
events. In addition, we are heavily dependent on the strength and capability of our technology systems which we use to manage our internal
financial and other systems, interface with our customers and develop and implement effective marketing campaigns. Our ability to develop and
deliver new products that meet the needs of our existing customers and attract new ones and to run our business in compliance with applicable
laws and regulations depends on the functionality of our operational and technology systems. Any disruptions or failures of our operational and
technology systems, including those associated with improvements or modifications to such systems, could cause us to be unable to market and
manage our products and services and to report our financial results in a timely and accurate manner, all of which could have a negative impact
on our results of operations.

In some cases, we outsource the maintenance and development of our operational and technological functionality to third parties. These third
parties may experience errors or disruptions that could adversely impact us and over which we may have limited control. Any increase in the
amount of our infrastructure that we outsource to third parties may increase our exposure to these risks.

We May Fail To Realize All Of The Anticipated Benefits Of Our Mergers And Acquisitions

Capital One has engaged in merger and acquisition activity over the past several years. If we are not able to achieve the anticipated benefits of
such mergers and acquisitions, including cost savings and other synergies, our business could be negatively affected. In addition, it is possible
that the ongoing integration processes could result in the loss of key employees, errors or delays in systems implementation, the disruption of
each company s ongoing businesses or inconsistencies in standards, controls, procedures and policies that adversely affect our ability to maintain
relationships with clients, customers, depositors and employees or to achieve the anticipated benefits of the merger or acquisition. Integration
efforts also may divert management attention and resources. These integration matters may have an adverse effect on the Company during any
transition period.

Our recent acquisitions also involve our entry into new businesses and new geographic or other markets which present risks resulting from our
relative inexperience in these new areas and/or these new businesses. These new businesses change the overall character of our consolidated
portfolio of businesses and could react differently to economic and other external factors. We face the risk that we will not be successful in these
new businesses and/or in these new markets.

We Face The Risk Of Fluctuations In Our Expenses And Other Costs That May Hurt Our Financial Results

Our expenses and other costs, such as operating, labor and marketing expenses, directly affect our earnings results. In light of the extremely
competitive environment in which we operate, and because the size and scale of many of our competitors provide them with increased
operational efficiencies, it is important that we are able to successfully manage our expenses. Many factors can influence the amount of our
expenses, as well as how quickly they may increase. Our on-going investments in infrastructure, which may be necessary to maintain a
competitive business, integrate newly-acquired businesses, and establish scalable operations, may increase our expenses. In addition, as our
business develops, changes or expands, additional expenses can arise as a result of a reevaluation of business strategies, management of
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businesses. If we are unable to successfully manage our expenses, our financial results will be negatively affected.
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The Soundness of Other Financial Institutions Could Adversely Affect Us

Our ability to engage in routine funding transactions could be adversely affected by the stability and actions of other financial services
institutions. Financial services institutions are interrelated as a result of trading, clearing, counterparty and other relationships. We have exposure
to many different industries and counterparties, and we routinely execute transactions with counterparties in the financial services industry,
including brokers and dealers, commercial banks, investment banks, mutual and hedge funds, and other institutional clients, resulting in a
significant credit concentration with respect to the financial services industry overall. As a result, defaults by, or even rumors or questions about,
one or more financial services institutions, or the financial services industry generally, have led to market-wide liquidity problems and could
lead to losses or defaults by us or by other institutions.

Likewise, adverse developments affecting the overall strength and soundness of our competitors or the financial services industry as a whole
could have a negative impact on perceptions about the strength and soundness of our business even if we are not subject to the same adverse
developments. In addition, adverse developments with respect to third parties with whom we have important relationships also could negatively
impact perceptions about us. These perceptions about us could cause our business to be negatively affected and exacerbate the other risks that
we face.

Reputational Risk And Social Factors May Impact Our Results

Our ability to originate and maintain accounts is highly dependent upon the perceptions of consumer and commercial borrowers and deposit
holders and other external perceptions of our business practices and/or our financial health. Adverse perceptions regarding our reputation in the
consumer, commercial and funding markets could lead to difficulties in generating and maintaining accounts as well as in financing them.
Particularly, negative perceptions regarding our reputation could lead to decreases in the levels of deposits that consumer and commercial
customers and potential customers choose to maintain with us.

In addition, a variety of social factors may cause changes in borrowing activity, including credit card use, payment patterns and the rate of
defaults by accountholders and borrowers domestically and internationally. These social factors include changes in consumer confidence levels,
the public s perception regarding consumer debt, including credit card use, and changing attitudes about the stigma of personal bankruptcy. If
consumers develop negative attitudes about incurring debt or if consumption trends continue to decline, our business and financial results will be
negatively affected.

We Face Intense Competition in All of Our Markets

We operate in a highly competitive environment, and we expect competitive conditions to continue to intensify. In such a competitive
environment, we may lose entire accounts, or may lose account balances, to competing financial institutions, or find it more costly to maintain
our existing customer base. Customer attrition from any or all of our lending products, together with any lowering of interest rates or fees that
we might implement to retain customers, could reduce our revenues and therefore our earnings. Similarly, customer attrition from our deposit
products, in addition to an increase in rates and/or services that we may offer to retain those deposits, may increase our expenses and therefore
reduce our earnings. We expect that competition will continue to increase with respect to most of our products. Some of our competitors may be
substantially larger than we are, which may give those competitors advantages, including a more diversified product and customer base, the
ability to reach out to more customers and potential customers, operational efficiencies, more versatile technology platforms, broad-based local
distribution capabilities, lower-cost funding, and larger existing branch networks. In addition, some of our competitors may not be subject to the
same regulatory requirements or legislative scrutiny to which we are subject, which also could place us at a competitive disadvantage.

Fluctuations In Market Interest Rates Or The Capital Markets Could Adversely Affect Our Revenue And Expense, The Value Of
Assets And Obligations, Our Cost Of Capital Or Our Liquidity

Like other financial institutions, our business may be sensitive to market interest rate movement and the performance of the financial markets.
Changes in interest rates or in valuations in the debt or equity markets could directly impact us. First, we borrow money from other institutions
and depositors, which we use to make loans to customers and invest in debt securities and other earning assets. We earn interest on these loans
and assets and pay interest on the money we borrow from institutions and depositors. Fluctuations in interest rates, including changes in the
relationship between short term rates and long term rates and in the relationship between our funding basis rate and our lending basis rate, may
have negative impacts on our net interest income and therefore our earnings. In addition, interest rate fluctuations and competitor responses to
those changes may effect the rate of customer pre-payments for mortgage, auto and other term loans and may affect the balances customers carry
on their credit cards. These changes can reduce the overall yield on our earning asset portfolio. Changes in interest rates and competitor
responses to these changes may also impact customer decisions to maintain balances in the deposit accounts they have with us. In addition,
changes in valuations in the debt and equity markets could have a negative impact on the assets we hold in our investment portfolio. Finally,
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such market changes could also have a negative impact on the valuation of assets for which we provide servicing.

We assess our interest rate risk by estimating the effect on our earnings under various scenarios that differ based on assumptions about the
direction and the magnitude of interest rate changes. We take risk mitigation actions based on those assessments. We face the risk that changes
in interest rates could reduce our net interest income and our earnings in material amounts, especially if actual conditions turn out to be
materially different than those we assumed.
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See Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations Interest Rate Risk for additional
information.

The Company s Business Could Be Negatively Affected If It Is Unable To Attract, Retain and Motivate Skilled Senior Leaders

The Company s success depends, in large part, on its ability to retain key senior leaders, and competition for such senior leaders can be intense in
most areas of the Company s business. The executive compensation provisions of the proposed Wall Street Reform and Consumer Protection
Act, and any further legislation or regulation restricting executive compensation, may limit the types of compensation arrangements that the
Company may enter into with its most senior leaders and could have a negative impact on the Company s ability to attract, retain and motivate
such leaders in support of the Company s long-term strategy. If we are unable to retain talented senior leadership, our business could be
negatively affected.

Certain Of Our Businesses Are Subject To Increased Litigation Risks

Our credit card business is subject to increased litigation as a result of the structure of the credit card industry, and we face risks from the
outcomes of such industry litigation. Substantial legal liability against the Company could have a material adverse financial effect or cause
significant reputational harm to us, which could seriously harm our business. For a full description of the litigation risks that we face, see Note
21 Commitments, Contingencies and Guarantees .

We Face Risks From Unpredictable Catastrophic Events

Despite our substantial business contingency plans, the impact from natural disasters and other catastrophic events, including terrorist attacks,
may have a negative effect on our business and infrastructure, including our information technology systems. The impact of such events and
other catastrophes on the overall economy may also adversely affect our financial condition and results of operations.

We Face Risks From The Use Of Estimates In Our Financial Statements

Pursuant to United States Generally Accepted Accounting Principles ( US GAAP ), we are required to use certain assumptions and estimates in
preparing our financial statements, including in determining the fair value of certain assets and liabilities, among other items. If the assumptions
or estimates underlying the Company s financial statements are incorrect, the Company may experience unexpected material losses. For a
discussion of how we use estimates in accordance with US GAAP, see Note 1  Significant Accounting Policies.

Item 1B.  Unresolved Staff Comments.
None.

Item 2. Properties.

Our corporate real estate portfolio is used to support our business segments. We own our 587,000 square foot headquarters building in McLean,
Virginia which houses our executive offices and northern Virginia staff. We own approximately 316 acres of land in Goochland County,
Virginia which contains nearly 1.2 million square feet of office space to house various business and staff groups. Additionally, we own 72 acres
of land in Plano, Texas which includes nearly 450,000 square feet of office space to support our Auto Finance business and other functions.

Our Commercial and Consumer Banking segments utilize approximately 3.3 million square feet in owned properties and 5.2 million square feet
in leased locations across the District of Columbia, Louisiana, New Jersey, Maryland, New York, Texas and Virginia for office and branch
operations.

Our corporate real estate portfolio also includes leased or owned space totaling, in the aggregate, 2.7 million square feet in Richmond, Toronto,
Melville, New York City and various other locations.

Table of Contents 42



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form 10-K

Item 3. Legal Proceedings.
The information required by Item 3 is included in Item 8, Financial Statements and Supplementary Data Notes to the Consolidated Financial
Statements Note 21-Commitments Contingencies and Guarantees .

Item 4. Submission of Matters to a Vote of Security Holders.
During the fourth quarter of our fiscal year ending December 31, 2009, no matters were submitted for a vote of our stockholders.

22

Table of Contents 43



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form 10-K

Table of Conten

PART II

Item 5. Market for Company s Common Equity and Related Stockholder Matters.

Total Number of
(Dollars in thousands, except per share information) Shares Purchased®
October 1-31, 2009 70
November 1-30, 2009 4,468
December 1-31, 2009 204,784
Total 209,322

Average Price

Paid per Share
$ 3935
39.89
38.63

Total Number of
Shares Purchased
as Part of
Publicly
Announced Plans()

0

Maximum Amount
That May Yet
be
Purchased Under
the Plan or
Program®

$ 2,000,000
$ 2,000,000

$ 2,000,000

(1)  Shares purchased represent shares purchased and share swaps made in connection with stock option exercises and the withholding of
shares to cover taxes on restricted stock lapses. The stock repurchase program is intended to comply with Rules 10b5-1(c) (1) (i) and
10b-18 of the Securities Exchange Act of 1934, as amended. See Note 12  Stock Plans for further details.

Cumulative Shareholder Return

The following graph compares cumulative total stockholder return on our common stock with the S&P Composite 500 Stock Index ( S&P 500
Index ) and an industry index, the S&P Financial Composite Index ( S&P 500 Financials Index ), for the period from December 31, 2004 to
December 31, 2009. The graph assumes an initial investment of $100 in common stock of the specified securities. The cumulative returns
include stock price appreciation and assume full reinvestment of dividends. The stock price performance on the graph below is not necessarily

indicative of future performance.

Capital One
S&P 500 Index

S&P 500 Financials Index

23

Table of Contents

2004

2005 2006 2007

2008 2009

100.00 102.60 91.22 56.12 37.87 45.53

100.00 103.00 117.03

100.00 103.72 120.49

121.16 74.53 92.01

95.37 41.06 47.14
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The remaining information required by Item 5 is included under the following:

Item 1
Item 1
Item 7
Item 7
Item 7
Item 8
Item 8

Business Overview

Business Supervision and Regulation Dividends and Transfers of Funds

Management s Discussion and Analysis of Financial Condition and Results of Operations Market Risk Management
Management s Discussion and Analysis of Financial Condition and Results of Operations Capital

Management s Discussion and Analysis of Financial Condition and Results of Operations Dividend Policy
Financial Statements and Supplementary Data Notes to the Consolidated Financial Statements
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Item 6. Selected Financial Data

(Dollars in millions, Except Per Share Data)
Income Statement Data:

Interest income

Interest expense

Net interest income
Provision for loan and lease losses

Net interest income after provision for loan
and lease losses

Non-interest income

Restructuring expense

Goodwill impairment charge®

Other non-interest expense

Income before income taxes
Income taxes

Income from continuing operations, net of tax
Loss from discontinued operations, net of
tax®

Net income (loss)

Net income (loss) available to common
shareholders®

Dividend payout ratio

Per Common Share:

Basic earnings per common share:

Income from continuing operations, net of tax
Loss from discontinued operations, net of
tax®

Net income (loss) per common share

Diluted earnings per common share:

Income from continuing operations, net of tax
Loss from discontinued operations, net of
tax®

Net income (loss) per common share
Dividends paid per common share
Book value as of year-end

Selected Year-End Reported Balances™ :
Loans held for investment
Allowance for loan and lease losses
Total assets

Interest-bearing deposits

Total deposits

Borrowings

Stockholders equity

Table of Contents

2009

$ 10,664.6
2,967.5

7,697.1
4,230.1

3,467.0
5,286.2
119.4

7,297.7

1,336.1
349.5

$ 986.6

(102.8)

$ 883.8

319.9
66.80%

$ 0.99

(0.24)

$ 0.75

$ 0.98

(0.24)

$ 0.74
0.53
59.04

$ 90,619.0
4,127.4
169,622.5
102,370.4
115,809.1
20,994.7
26,589.4

2008

$ 11,112.0
3,963.3

7,148.7
5,101.0

2,047.7
6,744.0
134.5
810.9
7,264.7

581.6
497.1

$ 84.5

(130.5)

$ (46.0)

(78.7)
722.06%

(0.35)

$ (0.21)

$ 0.14

(0.35)

$ (0.21)
1.50
68.38

$101,017.8
4,524.0
165,878.4
97,326.9
108,620.8
23,159.9
26,612.4

2007

$ 11,078.1
4,548.3

6,529.8
2,636.5

3,893.3
8,054.2
138.2

7,939.8

3,869.5
1,277.8

$ 25917

(1,021.4)

$ 1,5703

1,570.3
2.68%

$ 6.64

(2.62)

$ 4.02

$ 6.55

(2.58)

$ 3.97
0.11
65.18

$101,805.0
2,963.0
150,499.1
71,714.6
82,761.2
37,491.2
24,294.1

20063

$ 8,164.7
3,073.3

5,091.4
1,476.4

3,615.0
7,001.0

6,943.6

3,672.4
1,246.0

$ 24264

(11.9)

$ 24145

2,414.5
1.34%

$ 7.84

(0.04)

$ 7.80

$ 7.65

(0.03)

$ 7.62
0.11
61.56

$ 96,512.1
2,180.0
144,360.8
73,913.9
85,562.0
29,876.8
25,235.2

2005@

$ 57269
2,046.6

3,680.3
1,491.1

2,189.2
6,358.1

5,718.3

2,829.0
1,019.9

$ 1,809.1

$ 1,809.1

1,809.1
1.52%

$ 6.98

$ 6.98

$ 673

$ 673
0.11
46.97

$59,847.7
1,790.0
88,701.4
43,092.1
47,933.3
22,278.1
14,128.9

Five Year
Compound
Growth Rate

13.24%
7.71%

15.90%
23.19%

9.63%
(3.63)%
N/A
N/A
5.00%

(13.93)%
(19.28)%

(11.42)%

N/A

(13.35)%

(29.29)%
113.09%

(32.34)%

N/A

(35.99%

(31.98)%

N/A

(35.70)%
36.70%
4.68%

8.65%
18.19%
13.84%
18.89%
19.29%
(1.18)%
13.48%
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Selected Average Reported Balances™":

Loans held for investment $ 99,787.3
Allowance for loan and lease losses 4,470.2
Average earning assets 145,293.0
Total assets 171,573.6
Interest-bearing deposits 103,078.2
Total deposits 115,600.7
Borrowings 23,504.9
Stockholders equity 26,605.7
Reported Metrics®:

Revenue margin 8.94%
Net interest margin 5.30%
Risk adjusted margin 5.79%
Delinquency rate 4.13%
Net charge-off rate 4.58%
Return on average assets 0.58%
Return on average equity 3.71%

Table of Contents

$ 98,970.9
3,266.8
133,083.6
156,226.4
82,735.6
93,507.6
31,096.5
25,277.8

10.44%
5.37%
7.83%
4.37%
3.51%
0.05%
0.33%

25

$ 93,541.8
2,182.7
121,420.4
144,999.1
73,764.9
85,211.6
30,101.5
25,203.1

12.01%
5.38%
10.40%
3.66%
2.10%
1.79%
10.28%

$ 63,5773
1,791.2
84,086.7
95,254.7
45,592.4
50,526.8
24,451.7
16,203.4

14.38%
6.05%
12.71%
2.74%
221%
2.55%
14.97%

$40,734.2
1,482.9
55,537.0
61,360.5
28,370.7
29,019.7
18,031.9
10,594.3

18.08%
6.63%
15.47%
3.14%
3.55%
2.95%
17.08%

19.63%
24.69%
21.21%
22.83%
29.44%
31.84%

5.44%
20.22%

(13.14)%
(4.38)%
(17.84)%
5.63%
5.23%
(27.77)%
(26.32)%
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Five Year
Compound

(Dollars in millions, Except Per Share Data) 2009 2008 2007 20063 20052 Growth Rate

Average equity to average assets 15.51% 16.18% 17.38% 17.01% 17.27% (2.13)%

Non-interest expense as a % of average loans

held for investment® 7.43% 7.48% 8.64% 10.92% 14.04% (11.95)%

Efficiency ratio® 56.21% 52.29% 54.44% 57.42% 56.96% (0.26)%

Allowance as a % of loans held for investment 4.55% 4.48% 2.91% 2.26% 2.99% 8.76%

Managed Metrics® ®:

Revenue margin 9.05% 9.39% 9.85% 10.66% 12.45% (6.18)%

Net interest margin 6.50% 6.37% 6.46% 6.88% 7.80% (3.58)%

Risk adjusted margin 4.53% 5.81% 7.40% 8.23% 8.76% (12.36)%

Delinquency rate 4.73% 4.49% 3.87% 3.02% 3.24% 7.86%

Net charge-off rate 5.87% 4.35% 2.88% 2.84% 4.25% 6.67%

Return on average assets 0.46% 0.04% 1.33% 1.70% 1.72% (23.19)%

Non-interest expense as a % of average loans

held for investment® 5.17% 5.01% 5.58% 6.24% 6.71% (5.08)%

Efficiency ratio® 43.35% 43.14% 47.30% 50.17% 46.81% (1.52)%

Average loans held for investment $1435144  $147,812.3 $144,727.0 $111,3286 $ 85,265.0 10.97%

Average earning assets $185,958.7 $179,348.1 $170,496.1 $129,812.8 $ 98,097.2 13.65%

Year-end loans held for investment $136,802.9 $146,936.8 $151,362.4  $146,151.3  $105,527.5 5.33%

Year-end total loan accounts 37.8 454 49.1 50.0 49.7 (5.33)%

(1) Based on continuing operations.

(2) On November 16, 2005, the Company acquired 100% of the outstanding common stock of Hibernia Corporation for total consideration of
$5.0 billion.

(3) On December 1, 2006, the Company acquired 100% of the outstanding common stock of North Fork Bancorporation for total
consideration of $13.2 billion.

(4) Discontinued operations related to the shutdown of mortgage origination operations of GreenPoint Mortgage s ( GreenPoint ) wholesale
mortgage banking unit in 2007.

(5) Excludes restructuring expenses and goodwill impairment charges.

(6) In 2008 the Company recorded impairment of goodwill in its Auto Finance business of $810.9 million.

(7) Effective February 27, 2009 the Company acquired Chevy Chase Bank, FSB for $475.9 million, which included a cash payment of $445.0
million and an issuance of 2.6 million shares valued at $30.9 million.

(8) The Company s managed consolidated financial statements reflect adjustments made related to effects of securitization transactions
qualifying as sales under GAAP. Refer to Section [V Reconciliation to GAAP Financial Measures and Managed View Information for
additional information.

(9) The 2009 and 2008 net income (loss) available to common shareholders reflects the impact of participating in the TARP program. Refer to

Note 13 Shareholders Equity, Other Comprehensive Income and Earnings per Common Share for further details.
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Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations
L. Introduction

Capital One Financial Corporation (the Corporation ) is a diversified financial services company whose banking and non-banking subsidiaries
market a variety of financial products and services. The Corporation s principal subsidiaries are:

Capital One Bank, (USA), National Association ( COBNA ) which currently offers credit and debit card products, other lending
products and deposit products.

Capital One, National Association ( CONA ) which offers a broad spectrum of banking products and financial services to consumers,
small businesses and commercial clients.
The Company continues to deliver on its strategy of combining the power of national scale lending and local scale banking. As of December 31,
2009, the Company had $115.8 billion in deposits and $136.8 billion in managed loans outstanding.

The Company s earnings are primarily driven by lending to consumers and commercial customers and by deposit-taking activities which generate
net interest income, and by activities that generate non-interest income, including the sale and servicing of loans and providing fee-based

services to customers. Customer usage and payment patterns, credit quality, levels of marketing expense and operating efficiency all affect the
Company s profitability.

The Company s primary expenses are the costs of funding assets, provision for loan and lease losses, operating expenses (including associate
salaries and benefits, infrastructure maintenance and enhancements, and branch operations and expansion costs), marketing expenses, and
income taxes.

On February 27, 2009, the Corporation acquired Chevy Chase Bank for $475.9 million comprised of cash of $445.0 million and 2.56 million
shares of common stock valued at $30.9 million. Chevy Chase Bank has the largest retail branch presence in the Washington D.C. region. See

Note 2 Acquisition of Chevy Chase Bank for further details. On July 30, 2009 the Company merged Chevy Chase Bank with and into CONA,
which is primarily regulated by the Office of the Comptroller of the Currency.

During the third quarter of 2009, the Company realigned its business segment reporting structure to better reflect the manner in which the
performance of the Company s operations is evaluated. The Company now reports the results of its business through three operating segments:
Credit Card, Commercial Banking and Consumer Banking.

Segment results where presented have been recast for all periods presented. The three segments consist of the following:

Credit Card includes the Company s domestic consumer and small business card lending, domestic national small business lending,
national closed end installment lending and the international card lending businesses in Canada and the United Kingdom.

Commercial Banking includes the Company s lending, deposit gathering and treasury management services to commercial real estate
and middle market customers. The Commercial segment also includes the financial results of a national portfolio of small ticket
commercial real estate loans that are in run-off mode.

Consumer Banking includes the Company s branch based lending and deposit gathering activities for small business customers as
well as its branch based consumer deposit gathering and lending activities, national deposit gathering, consumer mortgage lending
and servicing activities and national automobile lending.
The segment reorganization includes the allocation of Chevy Chase Bank to the appropriate segments. Chevy Chase Bank s operations are
included in Commercial Banking and Consumer Banking beginning in the second quarter, but remained in Other for the first quarter due to the
timing of close on the transaction. The Other category includes GreenPoint originated consumer mortgages originated for sale but held for
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investment since originations were suspended in 2007, the results of corporate treasury activities, including asset-liability management and the
investment portfolio, the net impact of transfer pricing, brokered deposits, certain unallocated expenses, gains/losses related to the securitization
of assets, and restructuring charges related to the Company s cost initiative and Chevy Chase Bank acquisition.

I1. Critical Accounting Estimates

The Notes to the Consolidated Financial Statements contain a summary of the Company s significant accounting policies, including a discussion
of recently issued accounting pronouncements. Several of these policies are considered to be more critical to the portrayal of the Company s
financial condition and results of operations, since they require management to make difficult, complex or subjective judgments, some of which
may relate to matters that are inherently uncertain. Areas with significant judgment and/or estimates or that are materially dependent on
management judgment include: fair value measurements including assessments of other-than-temporary impairments of securities available for
sale; determination of the level of allowance for loan and lease losses;
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valuation of goodwill and other intangibles; finance charge, interest and fee revenue recognition; valuation of mortgage servicing rights;
valuation of representation and warranty reserves; valuation of retained interests from securitization transactions; recognition of customer reward
liability; treatment of derivative instruments and hedging activities; and accounting for income taxes.

Additional information about accounting policies can be found in Item 8 Financial Statements and Supplementary Data Notes to the Consolidated
Financial Statements Note 1 Significant Accounting Policies .

During the second quarter of 2009, the Financial Accounting Standards Board ( FASB ) issued Statement of Financial Accounting Standards
SFAS No. 168, The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles a replacement of
FASB Statement No. 162 ( ASC 105-10-65/SFAS 168 ). This standard establishes the Accounting Standards Codification for the FASB

( Codification or ASC ) as the single source of authoritative U.S. GAAP. The Codification does not change GAAP, but rather how the guidance is
organized and presented to users. Effective July 1, 2009, changes to the source of authoritative U.S. GAAP are communicated through an
Accounting Standards Update ( ASU ). ASUs will be published for all authoritative U.S. GAAP promulgated by the FASB, regardless of the form
in which such guidance may have been issued prior to release of the FASB Codification (e.g., FASB Statements, EITF Abstracts, FASB Staff
Positions, etc.). ASUs also will be issued for amendments to the SEC content in the FASB Codification as well as for editorial changes.
Subsequently, the Codification will require companies to change how they reference GAAP throughout the financial statements. The Company
adopted the Codification for the year ended December 31, 2009 and has provided the pre-Codification references along with the related ASC
references to allow readers an opportunity to see the impact of the Codification on our financial statements and disclosures.

Fair Value Measurements

Certain financial instruments are reported under generally accepted accounting principles, or GAAP, at fair value. The estimated fair value of

other financial instruments not recorded at fair value must be disclosed. Securities available for sale, derivatives, mortgage servicing rights and
retained interest in securitizations are financial instruments recorded at fair value on a recurring basis. Additionally, from time to time, we may

be required to record at fair value other financial instruments on a nonrecurring basis, such as loans held for investment and mortgage loans held
for sale. We include in Note 9 Fair Value of Assets and Liabilities information about the extent to which fair value is used to measure assets and
liabilities, the valuation methodologies used and impact to earnings. Additionally, for financial instruments not recorded at fair value we disclose
the estimate of their fair value.

Effective January 1, 2008, the Company adopted SFAS No. 157, Fair Value Measurements ( ASC 820-10/SFAS 157 ) for all financial assets and
liabilities and for nonfinancial assets and liabilities measured at fair value on a recurring basis. ASC 820-10/SFAS 157 defines fair value as the
exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for

the asset or liability in an orderly transaction between market participants on the measurement date. ASC 820-10/SFAS 157 also establishes a

fair value hierarchy which prioritizes the valuation inputs into three broad levels. Based on the underlying inputs, each fair value measurement in

its entirety is reported in one of the three levels. These levels are:

Level 1 Valuation is based upon quoted prices for identical instruments traded in active markets. Level 1 assets and liabilities
include debt and equity securities traded in an active exchange market, as well as U.S. Treasury securities.

Level 2 Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model based valuation techniques for which all significant assumptions are observable
in the market or can be corroborated by observable market data for substantially the full term of the assets or liabilities.

Level 3 Valuation is determined using model-based techniques with significant assumptions not observable in the market. These
unobservable assumptions reflect the Company s own estimates of assumptions that market participants would use in pricing the asset
or liability. Valuation techniques include the use of third party pricing services, option pricing models, discounted cash flow models
and similar techniques.
ASC 820-10/SFAS 157 requires that valuation techniques maximize the use of observable inputs and minimize the use of unobservable inputs.
When available, we use quoted market prices to measure fair value. If market prices are not available, fair value measurement is based upon
models that use primarily market-based or independently-sourced market parameters, including interest rate yield curves, prepayment speeds,
option volatilities and currency rates. When market observable inputs for model-based valuation techniques may not be readily available, we are
required to make judgments about assumptions market participants would use in estimating the fair value of the financial instrument.
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The extent of management judgment involved in measuring the fair value of financial instruments is dependent upon the availability of quoted
prices or observable market data. For financial instruments that have quoted prices in active markets or whose fair value is measured using data
observable in the market, there is minimal management judgment involved in measuring fair value. When quoted prices or observable market
data is not fully available, management judgment is necessary to estimate fair value. In addition, changes
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in market conditions may reduce the availability of quoted prices or observable market data. For example, an increase in dislocation and
corresponding decrease in new issuance and trading volumes could result in observable market data becoming unavailable. When market data is
not available, we use valuation techniques with assumptions that management believes other market participants would also use to estimate fair
value.

Effective January 1, 2008, the Company adopted SFAS No. 159, The Fair Value Option for Financial Assets and Liabilities ( ASC 825-10/SFAS
159 ). ASC 825-10/SFAS 159 permits entities to choose to measure many financial instruments and certain other items at fair value with changes
in fair value included in current earnings. The election is made on specified election dates, can be made on an instrument by instrument basis,

and is irrevocable. The initial adoption of ASC 825-10/SFAS 159 did not have a material impact on the consolidated earnings and financial
position of the Company.

The acquisition of Chevy Chase Bank is accounted for under the acquisition method of accounting following the provisions of ASC
805-10/SFAS No. 141(R), which requires an acquirer to recognize the assets acquired, the liabilities assumed, and any noncontrolling interest in
the acquiree at the acquisition date, at their fair values as of that date, with limited exceptions, thereby replacing SFAS 141 s cost-allocation
process. See Note 2 Acquisition of Chevy Chase Bank for further discussion of this acquisition.

Impairment for Securities Available for Sale

The Company performs an other-than-temporary impairment analysis to determine whether it should recognize a loss in earnings when
investments in its available for sale securities are impaired, which occurs when the fair value of an investment is less than its amortized cost
basis. The Company selects securities for its analysis based on the period of time a security has been in an unrealized loss position, the credit
rating of the security, the extent to which amortized cost exceeds fair value, and current market conditions, among other considerations. The
Company also considers any intent to sell a security in an unrealized loss position and the likelihood it will be required to sell a security before
its anticipated recovery. In the analysis of the selected securities, the Company determines its best estimate of the present value of cash flows
expected to be collected for each security. If that value is less than the amortized cost basis of the security, a loss exists and an other than
temporary impairment is considered to have occurred. Credit related impairment is recognized in earnings and impairment due to all other
factors is recognized in other comprehensive income.

Determination of Allowance for Loan and Lease Losses

The allowance for loan and lease losses is maintained at an amount estimated to be sufficient to absorb losses, net of principal recoveries
(including recovery of collateral), inherent in the existing reported loan portfolios. The provision for loan and lease losses is the periodic cost of
maintaining an adequate allowance.

The amount of allowance necessary is based on distinct allowance methodologies depending on the type of loan. Allowance methodologies for
consumer loans such as credit card, automobile loans and mortgages are primarily based upon delinquency migration analysis, forecasted
forward loss curves and historical loss trends. The methodology for credit cards includes estimated recoveries, while methodologies for
automobile loans and mortgages consider estimated collateral values. Allowance methodologies for commercial loans are largely based upon
specifically identified criticized loans, trends in criticized loans, estimated collateral values, and recent historical loss trends.

In evaluating the sufficiency of the allowance for loan and lease losses, management takes into consideration many factors including, but not
limited to, recent trends in delinquencies and charge-offs including bankruptcy, deceased and recovered amounts, economic conditions, the

value of collateral securing the loans, legal and regulatory guidance, credit evaluation and underwriting policies, seasonality, the degree of

assumed risk inherent in the portfolio, and uncertainties in the Company s forecasting and modeling. In particular, unemployment rates, housing
prices and the valuation of commercial properties, consumer real estate, and automobiles are factors which significantly impact the allowance

for loan and lease losses. Management examines a variety of externally available data as well as the Company s recent experience in the
consideration of these factors. See Table 17 Summary of Allowance for Loan and Lease Losses for additional detail on activity in the allowance.

The evaluation process for determining the adequacy of the allowance for loan and lease losses and the periodic provisioning for estimated
losses is undertaken on a quarterly basis, unless conditions arise that would require more frequent evaluation. Conditions giving rise to such
action could be business combinations or other acquisitions or dispositions of large quantities of loans, dispositions of non-performing and
marginally performing loans by bulk sale or any development which may indicate a significant trend not currently contemplated in the allowance
methodology.

Commercial and small business loans are considered to be impaired in accordance with the provisions of SFAS No. 114, Accounting by
Creditors for Impairment of a Loan, ( ASC 310-10/SFAS 114 ) when it is probable that all amounts due in accordance with the contractual terms
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will not be collected. Specific allowances are determined in accordance with ASC 310-10/SFAS 114. Impairment is measured based on the
present value of the loan s expected cash flows, the loan s observable market price or the fair value of the loan s collateral.
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For purposes of determining impairment, consumer loans are collectively evaluated as they are considered to be comprised of large groups of
smaller-balance homogeneous loans and therefore are not individually evaluated for impairment under the provisions of ASC 310-10/SFAS 114.

Troubled debt restructurings ( TDR ) occur when the Company agrees to significantly modify the original terms of a loan due to the deterioration
in the financial condition of the borrower. During 2009, the Company modified $279.6 million of loans that meet the requirements of a TDR.
See Table 16 Loan Modifications and Restructurings for additional details.

As of December 31, 2009 and 2008, the balance in the allowance for loan and lease losses was $4.1 billion and $4.5 billion, respectively. The

loans acquired from Chevy Chase Bank were initially recorded at fair value with no separate valuation allowance recorded at the date of
acquisition. Instead, the Company recorded net expected principal losses of approximately $2.2 billion as a component of the fair value

adjustment for which actual losses will be applied. As long as expected cash flows and credit losses are consistent with the original net expected
principal losses, an additional allowance will not be recorded and these assets will be considered performing. See Table 19 Summary of Acquired
Loans for further details.

Valuation of Goodwill and Other Intangible Assets

As of December 31, 2009 and 2008, goodwill of $13.6 billion and $12.0 billion and net intangibles of $905.9 million and $862.3 million,
respectively, were included in the Consolidated Balance Sheet. In connection with the acquisition of Chevy Chase Bank, an additional $1.6
billion of goodwill and $278.3 million of intangible assets were recorded. The goodwill related to Chevy Chase Bank was initially recorded in

Other and then assigned to Commercial and Consumer Banking segments along with the operations of Chevy Chase Bank. See Note 2
Acquisition of Chevy Chase Bank and Note 10 Goodwill and Other Intangible Assets for further details.

Goodwill and other intangible assets, primarily core deposit intangibles, reflected on the Consolidated Balance Sheet arose from acquisitions
accounted for under the purchase method. At the date of acquisition, the Company recorded the assets acquired and liabilities assumed at fair
value. The excess of the cost of the acquired business over the fair value of the net assets acquired is recorded on the balance sheet as goodwill.
The cost includes the consideration paid and all direct costs associated with the acquisition. Indirect costs relating to the acquisition were
expensed when incurred.

Goodwill

During the third quarter of 2009, the Company realigned its business segment reporting structure to better reflect the manner in which the
performance of the Company s operations is evaluated. The Company now reports the results of its business through three operating segments:
Credit Card, Commercial Banking and Consumer Banking. As a result, goodwill was reassigned to the new reporting units using a relative fair
value allocation approach and an interim impairment test was performed at that time. All segment data, including goodwill allocation was

restated into new segment presentation for all periods presented. As part of the segment reorganization, the goodwill associated with the Chevy
Chase Bank acquisition was assigned to the Commercial Banking and Consumer Banking segments. See Note 10 Goodwill and Other Intangible
Assets for additional information regarding the reallocation of goodwill.

In accordance with the requirements of SFAS No. 142, Goodwill and Other Intangible Assets, ( ASC 350-10/SFAS 142 ), goodwill is not
amortized but is tested for impairment at the reporting unit level, which is at the operating segment level or one level below an operating
segment. Impairment is the condition that exists when the carrying amount of goodwill exceeds its implied fair value. Goodwill is required to be
tested for impairment annually and between annual tests if events or circumstances change, such as adverse changes in the business climate, that
would more likely than not reduce the fair value of the reporting unit below its carrying value. Goodwill is assigned to one or more reporting
units at the date of acquisition. The Company s reporting units are Domestic Card, International Card, Commercial Banking, Consumer Banking
and Auto Finance, which is included in the consumer banking segment. The goodwill impairment test, performed at October 1 of each year, is a
two-step test. The first step identifies whether there is potential impairment by comparing the fair value of a reporting unit to the carrying
amount, including goodwill. If the fair value of a reporting unit is less than its carrying amount, the second step of the impairment test is required
to measure the amount of any impairment loss.

For the 2009 annual impairment test, the fair value of reporting units was calculated using a discounted cash flow analysis, a form of the income
approach, using each reporting unit s internal forecast and a terminal value calculated using a growth rate reflecting the nominal growth rate of
the economy as a whole and appropriate discount rates for the respective reporting units. Cash flows were adjusted as necessary in order to
maintain each reporting unit s equity capital requirements. Our discounted cash flow analysis required management to make judgments about
future loan and deposit growth, revenue growth, credit losses, and capital rates. The cash flows were discounted to present value using reporting
unit specific discount rates that are largely based on the Company s external cost of equity with adjustments for risk inherent in each reporting
unit. Discount rates used for the reporting units ranged from 10.0% to 14.3%. The key inputs into the discounted cash flow analysis were
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Based on the comparison of fair value to carrying amount, as calculated using the methodology summarized above, fair value exceeded carrying
amount for all reporting units as of the Company s annual testing date; therefore, the goodwill of those reporting units was considered not
impaired, and the second step of impairment testing was unnecessary. However, if all others factors were held constant, a 30.36% decline in the
fair value of the Domestic Card reporting unit, a 21.67% decline in the fair value the International Card reporting unit, a 16.72% decline in the
fair value of the Auto reporting unit, a 18.98% decline in the fair value of the Commercial Banking reporting unit and a 28.43% decline in the
fair value of the Consumer Banking reporting unit would have caused the carrying amount for those reporting units to be in excess of fair value
which would require the second step to be performed.

As part of the annual impairment test, the Company assessed its market capitalization based on the prior m