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Hibernia Corporation

Mailing Address
PO. Box 61540
New Orleans, LA 70161

Corporate Offices

313 Carondelert Street
New Orleans, LA 70130
504-533-3333

Electronic Address
Interner: Hibernia.com
E-mail: Hibernia.com/emailus

Shareholder, Employee Data
(at December 31, 2002)
Shareholders of record: 14,926

Full-time equivalent employees: 5,588

Stock Listing
Common stock
Exchange: NYSE
Price and volume
Listed as “Hibernia” or “HIB” in The Wall Street Journal and
under similar designations in other daily newspapers.

Symbol: HIB

Hibernia Stock Price and Dividend Information

2002 2001

Cash Cash

Market Pricet) Dividends Market Pricett  Dividends

High Low Declared High Low  Declared

Tstquarter $19.23 $17.52 $.14 $14.70  $11.88 $.13
2nd quarter  $20.47 $18.65 $.14 $17.80  $13.34 .13
3rd quarter  $21.60 $18.20 $.14 $19.23  $14.70 5.13
4th quarter  $20.47  $16.80 $.15 $17.93  $14.49 $.14

(1) NYSE closing price.

Shareholder Assistance
For change of address, records, transfer of stock from one name
to another, assistance with lost certificates, direct deposit of
dividends or a Dividend Reinvestment and Stock Purchase Plan
prospectus:

Mellon Investor Services

Securityholder Relations Department

85 Challenger Road, Gverpeck Centre

Ridgefield Park, NJ 07660

Toll free: 800-814-0305 ¢ www.melloninvestor.com

Dividend Reinvestment and Stock Purchase Plan

Once enrolled, shareholders may purchase new shares directly
from the Company through reinvested dividends, optional cash
purchases or both—an economical, convenient way to increase

Hibernia holdings. For more information: 800-814-0305.
Direct Deposit of Dividends

Obtain dividends faster through direct deposic. To sign up or
receive information, call 800-814-0305.

Printed on recycled, recyclable paper.

For Information

Shareholders, media and other individuals requesting the
annual report, Forms 10-K or 10-Q and general information:
Jim Lestelle, Senior Vice President and Manager of Corporate
Communications, 504-533-5482 or 800-245-4388, option 4.

Analysts and others requesting financial data: Trisha Voltz,
Senior Vice President and Manager of Investor Relations,
504-533-2180 or 800-245-4388, option 2.

For fax access to news releases, quarterly reports and dividend
reinvestment details, call 800-207-9063.

The Company’s annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and all
amendments to those reports are available free of charge through
the Company’s Web site as soon as reasonably practicable after
such material is electronically filed or furnished to the SEC. The
Company’s Web site address is www.hibernia.com.

Duplicate Mailings
Shareholders of record who receive more than one copy of this annual
report can contact Mellon Investor Services at the address to the left

and arrange to have their accounts consolidated.
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Financial Highlights

Efficiency ratio

Adjusted efficiency ratio "

Hibernia Corporation and Subsidiaries ($ in thousands, except per-share data) 2002 2001 Change
For the Year  Net income $ 243,857 $ 14.20%
Adjusted net income @ g 249,857 . 8. 3.49%
Provision for loan losses $ “““““““““ 8 @,625 $ 97,250 (1 7 10)%"”

Per Common
Share

Net income

Net income—-assuming dilution

Adjusted net income ()

Adjusted net income-assuming dilution (!

Shareholders’ equity (book value)

Market value

Cash dividends declared

At Year End

Assets

Earning assets

Loans

Nonperforming loans

Reserves as a percentage of nonperforming loans

Deposits

Federal Home Loan Bank advances

Shareholders’ equity

Leverage ratio

Commeon shares outstanding (000s)

387.69%

'$‘ﬂ3 481,022

$ 1,102,241
$ 1] 68. 862

159,067 (1.04)%

Average
Balances

Assets

Earning assets

Loans

Deposits

Federal Home Loan Bank advances

Shareholders’ equity

Common shares outstanding (000s)

$16,478,376 50%
26%
(2.99)%

156,808 156,207

{1) Excludes amortization of goodwill

the consolidated financial statements footnote “Net Income Per Common Share Dara.”

The effects of mergers accounted for as purchase transactions have been included from the date of consummacion. For discussion of net income per common share, refer o
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Chairman Robert H. Boh (left) and President
and Chief Executive Officer ). Herbert Boydstun

In 2002, your Company recorded

To Our Fellow Shareholders

o much of what we aim to accomplish as a Company is based on the idea of building.

We seek to build value for shareholders by delivering consistent, quality financial results.

We work to build strong, long-lasting relationships with customers by identifying and meeting

their financial needs. As a good corporate citizen, we help to build the communities we serve.

We strive to build a work environment that attracts and retains
talented, team-oriented professionals.

The building process is constant and applies to virtually every
aspect of our business. And that is why we believe the theme of

this year’s annual report, Building a Better Bank, is appropriate.

Financial Highlights

In 2002, your Company recorded another year of solid financial
performance. Despite operating in a soft economy, Hibernia
achieved record net income and revenues and reported assets
exceeding $17 billion for the first time.

Here are some of 2002’s financial highlights, compared to a
year earlier:
e Net income: $249.9 million, up 14%.
* Earnings per share assuming dilution: $1.56, up 16%.
e Revenues: $1.1 billion, up 7%.
 Net interest margin: 4.62%, up 23 basis points.
¢ Noninterest-bearing deposits: $2.9 billion, up 15%.
* Noninterest income: $352.9 million, up 10%.
* Provision for loan losses: $80.6 million, down 17%.
¢ Assets: $17.4 billion, up 5%.

Hibernia continued to make good progress on asset quality

in 2002, as indicated by several key measures. In addition to the
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reduction in provision expense, the levels of nonperforming
assets, reserve coverages and nonperforming ratios all improved.
Charge-offs were less than we had anticipated, given the difficult
economic environment. We were gratified that our trend reflected
improvement and compared very favorably to that of our peer
group. We will continue to work hard to reduce charge-offs.

Our efforts to reduce certain types of shared national credits
continued to produce desirable results. At the end of 2002, our
portfolio of these loans totaled $803 million, compared to $873
million a year earlier and $1.3 billion two years ago. We are focused
on maintaining a portfolio with credits that are relationship-based,
secured and not broadly syndicated.

The low interest-rate environment throughout 2002 produced
mixed results. Low rates caused a dramatic acceleration of mortgage-
loan prepayments, which required us to record non-cash expense
totaling $23.2 million for the temporary impairment of mortgage-
servicing rights. We could have offset this expense with gains from
the sale of securities, but we chose not to in order to avoid possibly
reducing future net interest income.

On the positive side, low interest rates continued to generate a
tremendous amount of new mortgage-banking business for us. We
have been Louisiana’s largest mortgage lender for seven consecutive

years, and, in 2002, we closed and funded a record $5.3 billion in




another year of solid financial performance.

mortgage loans. Our mortgage-servicing portfolio totaled
$10.8 billion at the end of 2002, up from $8.8 billion a year earlier.

Noninterest expense increased 8% in 2002 compared to 2001,
but salary and benefits expense, which makes up almost half of
wotal expenses, grew only 4%. Higher amortization of mortgage-
servicing rights, the increase in the non-cash expense for temporary
mortgage impairment, and advertising and promotional expense
related to Completely Free Checking™ were primarily responsible
for the higher overall increase.

We have been disappointed with the performance of our private-
equity portfolio. In 2002, we recorded net securities losses of
$13.4 million primarily related to private-equity investments.
This portfolio is a very small part of our total business—with
about $28 million in outstandings and commitments—and we do

not plan any new direct private-equity investments in the future.

Prudent use and management of our capital are top priorities.

We have built a strong capital position, which is important for
safety and security as well as expansion and stock buybacks.

In 2002, we repurchased approximately 5.5 million shares, or
$105 million, under common-stock buyback plans. In October,
your board authorized the repurchase of up to 3.5 million shares

through October 2003.

Building on Our Momemntum

One of the highlights of 2002 was the launch of our most

significant expansion program in many years. By the end of 2006,

we plan to build and open up to 50 new branches, as well as some

commercial financial centers, in high-growth suburbs of certain
major Texas cities. To do this, our current plan is to invest

approximately $100 million. We expect to double our current

Policy Group

J. Herbert Boydstun
President and

Chief Executive Officer

K. Kirk Domingos [II
Senior Executive Vice President,
Retail Arena and Technology

Randall E. Howard
Chief Commercial
Banking Executive

Paul J. Bonitatibus
Chief Community
Banking Executive

Marsha M. Gassan
Senior Executive Vice President

and Chief Financial Officer

Ron E. Samford, Jr.
Executive Vice President
and Controller

Cindy S. Collins
Executive Vice President,
Risk Management

Russell S. Hoadley
Executive Vice President,
Employee and Public Relations

Richard G. Wright
Senior Execurtive Vice President

and Chief Credit Officer
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$1.6 billion Texas deposit base by the completion of this
expansion program.

Our initial focus is on North Dallas, where we opened a
commercial financial center in fourth-quarter 2002. In 2003, we
intend to open our first new branches in North Dallas. We also
plan to open three mortgage loan production offices in that region
during the year.

Another big story in 2002 was the successful debut of

Completely Free Checking®™ for consumers and businesses. This
product eliminates monthly cycle service charges and offers free
gifts to those who open new checking accounts and those who
successfully refer new checking customers. In addition to its obvious
customer appeal, Completely Free Checking™ is tailor-made for a
company like Hibernia that has a growing sales and service culture.
With each new checking customer, we obtain new cross-selling
opportunities. In 2002, Completely Free Checking™ met its goal
of increasing lower-cost deposits and growing revenues through cross-
selling, and we are optimistic abour its potential in 2003 and beyond.

In last year’s annual report, we discussed the Company’s three
core values essential to winning in the marketplace: caring, serving
and selling. Everything we do is built around these values.

Strengthening our sales culture is an ongoing process, and
we made good progress in 2002. We created and enhanced sales-
incentive plans, increased product and sales training programs,
and continued to fine tune systems and criteria for tracking and
evaluating sales performance at individual and group levels.

Our focus on sales is balanced with an equal emphasis on service.
As you'll read latet, we created and enhanced many service capabilities
in 2002 to provide faster and better responses to customers.

We continue to enhance and expand our online-banking offerings
to provide consumers and businesses with new capabilities, greater
convenience and more information to meet their financial needs.

And for the third year in a row, your Company has earned a

spot on the Forbes magazine Platinum 400 list of America’s big
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companies in the banking category.

Looking Ahead

We are enthusiastic about Hibernia’s opportunities to grow and
prosper, and we have confidence in the soundness of our financial
reporting. We have said it before, but it is worth repeating:

Our executive team is commirteed to operating Hibernia honestly,
effectively and efficiently.

In 2002, we welcomed Paul Candies to our board of directors.
M. Candies has extensive business and banking experience. He is
president of Otto Candies, LLC, a marine transportation company
with a fleet of more than 100 vessels serving the offshore oil and
gas industry worldwide. He served for 30 years on the board of
ArgentBank, which was headquartered in Thibodaux, La., and
which merged with Hibernia in 1998.

We are grateful to our 5,700 employees for their unwavering
commitment to Hibernia and their communities. There were
thousands of examples of this commitment in 2002, but we want
to point out one in particular—when a tropical storm and a

hurricane hit southern Louisiana within a week of each other.

Despite the danger and disruption these storms brought, there
was minimal impact to our business or service to our customers,
thanks to the dedication of our staff.

As always, thank you for your investment in Hibernia and

your continued support.

Robert H. Boh

Chairman

J. Herbert Boydstun
President and Chief Executive Officer
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Completely Free:
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Getting into the free spirit. In March, Hibernia launches Completely Free Checking®™, a simplified checking program
that offers free gifts to those who open new checking accounts and to those who successfully refer new checking customers.
Completely Free Checking™ has no minimum monthly balance requirement and no monthly cycle service charges.
Hibernia even offers to buy non-Hibernia checks, up to a value of $10, from new Completely Free Checking™ customers.

Treat your teachers well. Hibernia teams with the Louisiana State Treasury and Fannie Mae to launch the Louisiana
Teachers HomeBuyer Program, a $10 million low-cost, flexible mortgage program to help Louisiana public-school
teachers purchase homes.

Super service. Just prior to and during the weekend of Super Bowl XXXV! in New Orleans, Hibernia ATMs in the Superdome and the NFL Experience theme park
dispense $250,000 in cash withdrawals to customers and non-customers alike.

APRIL-JURE

Reaching for the top. Built around a fun jungle theme, Hibernia’s internal “ Drumbeat” program
recognizes employees companywide for selling, serving and caring. Hong Nguyen (right), personal banker
at the Eastover branch in New Orleans, was one of more than three dozen employees in 2002 to receive a
Giraffe Award for producing notable sales accomplishments. She received her award in the second quarter.
The Company also presents an Elephant Award for service excellence, a Heart Award for volunteerism and
other acts of caring, and a Zebra award for top tellers.

Strengthening the Private Client Group. Hibernia acquires Friedler/LaRocca Financial Partners, a
New Orleans firm specializing in life insurance and other financial services. The acquisition enhances the
sales expertise of Hibernia's Private Client Group.

Hibernia gets buzzin'. The Company'’s early decision to become the first corporate sponsor of the
New Orleans Hornets pays off as the National Basketball Association team receives the necessary league
approval to relocate to New Orleans from Charlotte. The NBA required the Hornets to obtain at least six
corporate sponsorships prior to relocation approval.

JULY-SEPTEMBER

Natural geographic extension. Hibernia announces plans for a major Certifications filed. President and CEO Herb Boydstun and Chief Financial
expansion into fast-growing suburbs of certain major Texas cities, beginning in Officer Marsha Gassan are among the first to file sworn statements required
North Dallas in fourth-quarter 2002. by a Securities and Exchange Commission order that applies to 947 large public

U.S. companies. The order requires the principal executive and financial officers
Privacy matters. Hibernia employees complete privacy training, a to file sworn statements regarding the accuracy of certain reports filed by
requirement from federal regulators to ensure that employees of financial their company with the SEC. The order was part of a response to accounting
institutions understand protections for customer privacy. irregularities at some public companies identified earlier in 2002.

OCTOBER-DECENMBER

Dividend increase, Hibernia's board of directors increases the quarterly cash dividend 7% to 15 cents per common share from 14 cents. With previous increases,
dividends have grown at an almost 11% compound annual growth rate over five years.

Expanding in Texas. Hibernia opens a
commercial financial center in North Dallas
(right) in fourth-quarter 2002 and moves
forward with plans to open its first new
branches in the area in 2003. The branches
will feature a contemporary, visually exciting
design, with colorful graphics, signs and fabels
to guide customers to the right product and
service and show them how Hibernia can help
them achieve their financial goals.




Epanding into fast-

growing Tesws manels
in 2002, Hihernia announced
a Texas expansion program
that inciudes opening
commercial financial centers
and up to 50 branches in
high-growth suburbs of
certain major cities, including
those in Collin Counly north
of Dallas (right), by the end
of 2006.

eople expect more from their bank than ever before.

Customers want a broad range of financial products and expert advice from

experienced specialists. Investors expect their bank to be proactive in building value.

Employees want a bank that recognizes exceptional performance.

To meet those expectations, Hibernia is expanding into fast-
growing markets, broadening business capabilities, strengthening
its service-and-sales culture and harnessing technology to serve
customers more effectively and profitably.

It’s a strategy designed to enhance Hibernias ability to help
people achieve their financial goals and realize their dreams.

Hibernia is building a better bank.

At its heart, Hibernia’s business strategy is about building
customer relationships. In 2002, the Company introduced
Completely Free Checking™ for consumers and small businesses.
The program is a perfect fit for Hibernias growing sales culture,

because it provides opportunities for cross-sales and referrals.

6 2002 Hibernia Corporation Annual Report

Completely Free Checking®™ appeals to customers who don’t
want t pay monthly cycle service charges and who like the
added idea of receiving free gifts. As a result, the program has
helped Hibernia attract more lower-cost deposits and add revenue.

Hibernia and other companies with a strong sales culture
capitalize on such sales opportunities by having good information
—and knowing how to use it to help customers without
compromising their privacy. In Community Banking, computers
track every sale, every day. At the click of a mouse, personal and
business bankers can see where they rank among peers, what
incentives they have earned and how close they are to sales goals.

These systems, along with employee incentives, timely sales




reporting and effective coaching, have increased cross-sales.

To use its information even more effectively, Hibernia
fully integrated its management information systems—
including business-unit, product and customer-profitability
systems—with its marketing databases, a key goal for
2002. Hibernia’s integrated information makes it easier for
business unit managers throughout the Company to act
in a consistent and profitable manner when making
financial decisions.

One of the linked systems, Customer Account
Profitability, helps improve Hibernia’s successful customer-
segmentation program. Bankers using Hibernia’s proprietary
universal workstation, a customized sales and service system,
to assist customers now see information that identifies the
customer’s needs and sales potential—the likelihood that
the customer will buy any Hibernia product or service in
the next two months. The workstation can even identify the

two products the customer is most likely to purchase next.
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Harold Turner

John Laing

COMMUNITY BANKING COMMERCIAL BANKING

John Laing (left) is Hibernia’s North Texas chairman, and
Harold Turner (right) leads commercial-banking efforts in the
region. Many major corporations are based or have large regional
operations in the northern Dallas suburbs. Collin County’s population
grew more than 86% from 1990 to 2000, making it the 11th
fastest-growing county in the country, according to the most
recent U.S. Census Bureau data. Hibernia has operated a branch in

McKinney in the northern part of the county since 1997.

2002 Hibernia Corporation Annual Report 7



Delivering convenience
The internet continues to

grow as a distribution channel
for Hibernia products and
services. In 2002, for
example, home-equity loans
generated through
Hibernia.com totaled more
than $48 million, an increase
of 230% from the prior year

Hibernia people use other systems to enhance sales efforts, too.
Employees in the Private Client Group and Commercial Banking
recently began using ClientContact®™, a relationship management
system that allows employees to view a history of sales and service
to any Commercial or Private Client Group client, make referrals
and coordinate sales efforts among different areas of the Bank.

As a result of training improvements, information—sharing
techniques, and referral and incentive programs, employees
throughout the Company are achieving cross-selling success.
While producing record mortgage-loan volume and related fee
income, mortgage-loan originators also have focused on referring
customers to other areas of the Company, including Community
Banking and Hibernia Insurance Agency. Business bankers are not
only making loans and attracting deposits, they also are referring
customers to other Hibernia businesses, such as the insurance and

treasury-management areas.

8 2002 Hibernia Corporation Annual Report
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Bullding the Franchise

In 2002, Hibernia continued to expand its office network,
opening branches in Beaumont and Baton Rouge and bringing
the total number of locations to 261 at year-end. In addition,
Hibernia launched a building program to expand in high-growth
suburbs of certain Texas markets.

It began in late 2002 with the opening of a new commercial
financial center in Addison, just north of Dallas. The center’s
staff will include commercial bankers and experts in treasury
management, mortgage banking, private banking, investor
real estate, corporate finance, commercial real estate and other
specialties.

Hibernia has had commercial customers in Dallas for many
years, and the experienced relationship managers and specialists in
the new financial center will be able to serve the needs of both

existing and new commercial customers.
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Technology is plaving 2 bigger role at Hibernia. it delivers the convenience and fiexibility

today’s customers expect and helps employees te he more productive and efficient.

Hibernia plans to build approximately 12 offices in the North
Dallas suburbs, with the first branches opening in 2003. Beginning
in 2004, the Company plans to expand into similar fast-growing
markets in Houston and central Texas, all high-growth areas that
present excellent business-development opportunities for Hibernia.
And they represent a natural geographic extension since the
Company already has more than 40 locations in East Texas markets.

Collin County, the initial focus of the expansion program,
has experienced significant growth in recent years. According to
the U.S. Census Bureau, the population of Collin County grew
more than 86% from 1990 to 2000, making it the fastest-growing
county in Texas and the 11th in the United States. Collin
County’s population grew almost 10% more between 2000
and 2002.

The Census Bureau estimates that average household income

in the county for 2002 was more than $112,000 and projects that

it will increase more than 28% over the next five years.

Building Revenue

Expanding into active new markets in Texas may provide additional
opportunities for already successful revenue-generators such as
mortgage banking and indirect lending. The indirect lending area
produced more than $1 billion in loans in 2002. In the process,
Hibernia financed 11.7% of all new cars and trucks sold in Louisiana,
ranking first among banks and second among all lenders in the state.

Increasing noninterest income is a major part of Hibernia’s
strategic business plan. The Company’s already diverse revenue
stream has been especially helpful in an uncertain economy. For
example, in 2002, the Company achieved double-digit increases in
income from service charges on deposits, card-related fees and
mortgage-banking activities.

In 2002, mortgage banking produced record noninterest
income, including $35.5 million in origination and servicing fees
and a gain on sales of mortgage loans of $28.0 million, up 21%

and 33%, respectively, from a year earlier.

SPeRISE To assess
and meet the needs of
clients, commercial iender
Roger Johnston of Monroe,
La., {left} and financial
adviser Lloyd Drumm: of
Client Advisory Services in
New Orleans blend their
knowledge and experience
with resources like
Hibernia's ClientContact®™,
a state-of-the-art client
relationship management
system created by the
Commercial Knowledge
Management area in 2002,




Fee income in 2002 from two of Hibernia’s newest businesses,
insurance and investment banking, was up 21% and 13%,
respectively, from a year earlier, more than offsetting a 6% decline
in trust fees for the year.

Hibernia acquired Friedler/LaRocca Financial Partners, a firm
specializing in life insurance and other services for individual and
business customers with complex financial needs, in second-quarter
2002. This area adds significant sales expertise to the Private Client
Group, which provides integrated financial services to high-net-worth
individuals and institutional clients.

During 2002, Hibernia Insurance Agency, which offers insurance,
risk management and employee-benefits services for businesses, grew
to become the 56th-largest of the world’s top-100 insurance brokers
based on sales to U.S. clients, according to Business Insurance magazine.

The Company’s investment-banking subsidiary, Hibernia
Southcoast Capital, continued to grow in 2002 despite a challenging
equities environment. To further diversify Hibernia Southcoast’s
revenue stream, the Company’s corporate finance division became
part of Hibernia Southcoast in the third quarter. The new area,
Debt Capital Markets, will help Hibernia Southcoast expand into
municipal-debt and corporate-debt underwriting, as well as other

fixed-income businesses.

Building Better Connections

Technology is playing a bigger role at Hibernia. It delivers the
convenience and flexibility today’s customers expect and helps employees
to be more productive and efficient. Hibernias investments in technology
totaled $26.3 million in 2002, with $32.7 million planned for 2003.

Meanwhile, the number of customers using technology to connect
to Hibernia continues to grow. Business increased at Hibernia.com
in 2002, as Hibernia enhanced online-banking offerings to provide
consumers and businesses with new capabilities, greater convenience
and more information to meet their financial needs.

For example, the number of active customers on Bank Online

10 2002 Hibernia Corporation Annual Report

| Increasing noninterest income is a
’ | major part of Hibernia’s strategic business plan.

@ Hibernia.com™ grew 82% in 2002 compared to a year earlier,
and the number of active customers using Bank Onlines bill-pay
service grew 63%. Internet sales growth in 2002 also was impressive.
Online loans closed during the year totaled $55.7 million, up 143%
from 2001. New checking accounts and debit-card accounts
opened through Hibernia.com grew more than three-fold.

Internet customers are always eager for even more options, so
Hibernia launched a series of innovative informational and e-commerce
services in 2002. A collection of “What's right for me?” product
selectors helps consumers consider loan and deposit choices. Another
popular service, Visa® Biz Connect, allows small-business and
commercial customers to log on and view credit-card transactions.

The business-banking portion of Hibernia.com was revised
in 2002 to include new information about starting, growing and
managing a business. Plans for 2003 call for customers who
subscribe to more than one Hibernia.com account-management
service for businesses or consumers to be able to log in with a
single password to access all of their accounts.

The online-banking area is tied closely to the Direct Bank,
where bankers proactively sell products and services to consumers
and small businesses by telephone. Customers applying for
products or services on Hibernia.com are later contacted by a
direct banker. As a result, Direct Banks total sales in 2002 grew
21% from the previous year.

Hibernia also has made a special effort to promote Internet
banking by placing online-banking kiosks in high-volume branches.

Customers are using ATMs in record numbers. In 2001, the
Company extended the deadline for same-day posting of ATM deposits
to 5 p.m. Since then, ATM deposits each month have nearly doubled,
exceeding $67 million deposited in December 2002 alone. After
installing 26 new ATMs in 2002, Hibernia now operates 429 AT M,
including eight mobile units and three “talking” versions for visually
impaired customers.

In addition to ATM transactions, customers purchase more than




Claudia McCall (left) has been her banker ever since. York, who maintains 15 business- and personal-banking accounts with Hibernia, was named “Entrepreneur of
the Year” by the Baton Reuge YWCA in 2000.

S2)eS Across the Company, groups of employees meet regularly to develop and discuss strategies for increasing sales and customer referrals,
Below, Southeast Texas Trade Area Manager Annella Metoyer teads retail, small-business and commercial bankers in Beaumont in a discussion about Hibernia's
Completely Free Checkmgs"' programs for consumers and small businesses.
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$127 million in goods and services on average each month with

Hibernia banking cards. In 2002, that activity generated more than
$21 million in noninterest revenues paid by merchants to Hibernia,
continuing a trend of more than 20% growth each year since 1996.

That success was due partly to new debit-card customers who

enrolled as a result of Completely Free Checking®™. But it also

reflects Hibernia’s sustained six-year effort to educate customers

Katharine Gonzalez

about effective debit-card use.

COMMERCIAL BANKING

Building on Success
Hibernia was a key player in the effort to attract the o
Hibernia continues to be the leading brand in its market area,
Hornets to New Orleans in 2002, helping to establish a model _ .
ranking first for top-of-mind brand awareness. The Company helped
of regional cooperation for major economic-development ) ) ) )
reinforce this advantage in 2002 through successful business and
projects in the future. Hibernia has a significant banking ) ) o o )
marketing relationships with popular sports franchises, including
relationship with the National Basketball Association team. ) .
the New Orleans Saints of the National Football League, the New
Katharine Gonzalez (above) is the Hornets’ commercial- ] ) |
Orleans Hornets of the National Basketball Assoctation and other
banking relationship manager at Hibernta.
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professional and collegiate organizations. These relationships offer
Hibernia both significant media exposure and profitable business
opportunities with the teams and their players and seaff.

To build on its already strong brand, Hibernia launched a new
advertising campaign in early 2003 that highlights the Company’s
ability to help customers solve their financial-services problems. The
campaign’s exciting new theme, “Head for Hibernia,” encourages
consumers and businesses to choose Hibernia for financial solutions.

Independent customer-satisfaction surveys show that 90% of
retail customers surveyed would recommend Hibernia to their families
and friends. Commercial clients are exceptionally loyal: 98% of those
surveyed are inclined to refer Hibernia to other customers with
financial-services needs. But Hibernia goes beyond surveys to test
the quality of its service. The Company hires professionally trained
“mystery shoppers” to monitor and rate employees’ service-and-sales

behaviors. Ratings from those tests have been consistently high.

N S Y B ]

QH'BERN“ Where servics mutters:

Strike up the brand

Hibernia signs and displays

are featured prominently
at the New Orleans Arena,
where the New Orleans
Hornets of the National
Baskethali Association play
home games. Hibernia is
the “Official Bank of the
Hornets.”

Building a Better Place To Work

Hibernia’s 5,700 employees share the interests of the Company’s
other stakeholders in achieving stable, consistent financial results:
More than 95% of employees who have been with the Company
at least a year own Hibernia stock.

To continue attracting sales- and service-driven employees and build
a bertter place for them to work, Hibernia has improved its testing
of applicants to ensure that the Company and each new employee
are a good match. The result in 2002: lower costs for acquiring
employees and the lowest employee turnover in seven years.

With the help of dedicated employees, sophisticated technology
and a growth-oriented strategy, Hibernia is working to further
strengthen its service-and-sales culture in 2003. In the process, the
Company is focused on building greater value for shareholders,

customers, employees and communities.

And thar is what building a better bank is all about. [
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Home (construction)
schooling Through one
of the many community

development programs
Hibernia supports, students
at Louisiana Technical

College's Lafourche campus in
Thibodaux, La., constructed
this house for a local low- to

moderate-income family.
Pictured are Mibernia regional

community outreach director
Cheri Morial Ausberry,

campus dean fen Caflahan and
students who built the house.

Helping to Build Our Communities

ibernia and its employees play an important role in building a better quality of life

in each of the communities they serve.

After contributing more than $3.5 million to hundreds of non-profit organizations in 2002, the Company expects to equal that
amount in 2003.

Hibernia supports organizations that address educational, health and human services, art and cultural, and civic and community
needs. But the emphasis is on supporting education in order to help children develop academic and personal skills as soon as possible
in life. Employees get personally involved in these and other programs, volunteering thousands of hours cach year to help non-profit
organizations in their communities.

Hibernia Community Development Corporation (CDC) dedicates expertise and resources to a wide range of community-revitalization
initiatives, including several affordable-housing programs.

Owning a home means pride, responsibility and financial security—not only for families but for neighborhoods and entire
communities. In 2002, the Company joined a major initiative by Fannie Mae that will provide $5 billion in mortgage loans to low- and
moderate-income borrowers throughout Louisiana and in the Texarkana and Dallas/Fort Worth markets in Texas.

Also in 2002, Hibernia CDC collaborated with state and local governments, as well as the Federal Home Loan Bank of Dallas and
other institutions, to create Individual Development Accounts (IDA). For every dollar saved up to $1,000 by a participant, the group
contributes four dollars, for a maximum of $4,000 per participant, for use toward purchasing a home, pursuing post-secondary education or

starting a small business. The IDA program operates throughout Louisiana. [J
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Five-Year Consolidated Summary of Income and Selected Financial Data M

HIBERNIA CORPORATION AND SUBSIDIARIES
Year Ended December 31

18

(8 in thousands, except per-share data) 2002 2001 2000 1999 1998
Interest income $ 987,094 $ 1,159,400 $ 1,217,319 $ 1,055,325 $ 977,728
Interest expense 282,857 494,729 606,760 470,520 434,934
Net interest income 704,237 664,671 610,559 584,805 542,794
Provision for loan losses 80,625 97,250 120,650 87,800 27,226
Net interest income after

provision for loan losses 623,612 567,421 489,909 497,005 515,568
Noninterest income:

Noninterest income 366,258 329,539 255,216 217,054 184,234

Securities gains (losses), net (13,353) (8,921) (3,921) 432 5,899
Noninterest income 352,905 320,618 251,295 217,486 190,133
Noninterest expense 593,697 550,789 478,688 443,704 428,859
Income before taxes 382,820 337,250 262,516 270,787 276,842
Income tax expense 132,963 118,452 91,883 95,684 95,886
Net income $ 249,857 $ 218,798 $ 170,633 $ 175,103 § 180,956
Net income applicable to common shareholders $ 249,857 $ 214,298 $ 164,200 $ 168,203 $ 174,056
Adjusted net income™® $ 249,857 $ 230,307 $ 181,404 $ 184,332 $ 189,546
Adjusted net income applicable to common shareholders” $ 249,857 $ 225807 $ 174,971 $ 177,432 $ 182,646
Per common share information: ®

Net income $ L.59 $ 1.37 $ 1.05 $ 1.07 $ 111

Net income - assuming dilution $ 1.56 $ 1.35 $ 1.04 $ 1.06 $ 1.09

Adjusted net income® $ 159 $ 1.45 $ 112 $ 113 $ 1.16

Adjusted net income - assuming dilution® $ 1.56 $ 1.42 $ 1.11 $ 1.12 $ 1.14

Cash dividends declared $ 0.57 $ 0.53 $ 0.49 $§ 0435 $ 0375
Average shares outstanding (000s) 156,808 156,207 156,655 157,253 157,169
Average shares outstanding - assuming dilution (000s) 160,057 159,236 158,020 158,902 159,615
Dividend payout ratio 35.85% 38.69% 46.67% 40.65% 33.78%
Selected year-end balances (in millions)
Loans $ 11,492.2 $ 11,2410 $ 12,1247 $ 10,856.7 $ 9,907.2
Deposits $ 13,481.0 $ 12,953.1 $ 12,692.7 $ 11,8559 $ 10,892.6
Federal Home Loan Bank advances $ 1,102.2 $  1,043.0 $  1,0440 $ 844.8 $ 806.3
Equity $ 1,680.9 $  1,559.8 $  1,479.7 $ 1,3755 $ 1,3446
Total assets $ 17,3927 $ 16,618.2 $ 16,6980 $§ 153142 $ 14,329.9
Selected average balances (in millions)
Loans $ 11,274.9 $ 11,622.8 $ 11,5047 $ 10,455.8 $ 9,121.6
Deposits $ 12,866.7 $ 12,608.3 $ 12,095.1 $ 11,177.2 $ 10,218.2
Federal Home Loan Bank advances $ 1,040.0 $ L1160 $ 8868 § 8405 $ 7116
Equity $ 1,6192 $  1,551.6 $  1,4225 $ 1,359.7 $  1,286.4
Total assets $ 16,561.2 $ 16,478.4 $ 15,8542 $ 14,637.0 $ 13,212.8
Selected ratios
Net interest margin (taxable-equivalent) 4.62% 4.39% 4.21% 4.38% 4.51%
Return on assets 1.51% 1.33% 1.08% 1.20% 1.37%
Return on common equity 15.43% 14.42% 12.35% 13.35% 14.67%
Return on total equity 15.43% 14.10% 12.00% 12.88% 14.07%
Efficiency ratio 55.04% 54.87% 54.63% 54.55% 58.08%
Adjusted efficiency ratio® 55.04% 53.61% 53.28% 53.34% 56.92%
Average equity/average assets 9.78% 9.42% 8.97% 9.29% 9.74%
Tier 1 risk-based capital ratio 10.57% 10.14% 9.69% 10.21% 10.78%
Total risk-based capital ratio 11.82% 11.39% 10.94% 11.46% 11.98%
Leverage ratio 8.45% 8.14% 7.65% 8.11% 8.55%

Al financial information has been restated for mergers accounted for as poolings of interests. The effects of mergers accounted for as purchase transactions have been included from
the date of consummation. Prior periods have been conformed to current-period presentation.

@Excludes amortization of goodwill.

®Dividends per common share are historical amounts. For a discussion of net income per common share computations refer to Note 20 of the consolidated financial statements -

"Net Income Per Common Share Data,”
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Management’s Discussion and Analysis of
Financial Conditicn and Results of Operations

Management’s Discussion presents a review of the major factors and trends affecting the performance of Hibernia Corporation
and its subsidiaries (collectively, the “Company” or “Hibernia™), principally Hibernia National Bank (the “Bank”).
This discussion should be read in conjunction with the accompanying tables and consolidated financial statements.

2002 Highlights

Net income for 2002 totaled $249.9 million, a 14% increase
compared to $218.8 million for 2001. Net income per common
share for 2002 of $1.59 increased 16% 'compared to $1.37 for 2001,
and net income per common share - assuming dilution was $1.56
for 2002, an increase of 16% compared to $1.35 for 2001.

Net income, adjusted to exclude goodwill amortization, which was
eliminated beginning in 2002 under a new accounting rule,
increased 8% from $230.3 million in 2001. On that same basis, net
income per common share and net income per common share -
assuming dilution were up 10% from $1.45 and $1.42, respectively.

Net interest income increased $39.6 million (6%) to $704.2 million
in 2002 from $664.7 million in 2001. The net interest margin was
4.62% for 2002, compared to 4.39% for 2001. The increase in the
margin was primarily the result of a favorable change in the mix of
interest-bearing liabilities, combined with funding costs declining
faster than earning asset yields.

On a taxable-equivalent basis, excluding securities transactions,
revenues for 2002 totaled $1,078.7 million, a $74.9 million (7%)
increase from the 2001 level of $1,003.8 million. Excluding the $10.4
million second-quarter 2001 net indirect auto securitization gain,
2002 revenues would have increased $85.3 million (9%) from the
2001 level of $993 .4 million.

Noninterest income totaled $352.9 million at December 31, 2002, an
increase of $32.3 million (10%) from $320.6 million at December 31,
2001. Noninterest income, excluding securities transactions and
adjusted to exclude the net indirect auto securitization gain in the
second quarter of 2001, increased $47.1 million (15%) from $319.1
million at December 31, 2001.

Deposits grew to $13.5 billion at December 31, 2002, a $527.9
million (4%) increase from December 31, 2001. Noninterest-
bearing deposits grew to $2.9 billion at December 31, 2002, a $382.5
million increase (15%) from December 31, 2001.

[s]

The provision for loan losses in 2002 totaled $80.6 million
compared to $97.3 million in 2001. The 2002 provision exceeded net
charge-offs by $17.0 million.

Reserve coverage of total loans improved to 1.85% at December 31,
2002, compared to 1.74% a year earlier. The reserve coverage of
nonperforming loans at December 31, 2002 improved to 388%,
compared to 276% a year earlier. The nonperforming asset and
nonperforming loan ratios improved to 0.54% and 0.48%,
respectively, at December 31, 2002, compared to 0.69% and 0.63% a
year earlier.

Capital remained strong at December 31, 2002, with a leverage ratio
of 8.45% compared to 8.14% at December 31, 2001. In 2002, the
Company repurchased approximately 5.5 million shares of its
common stock under buyback programs.

Return on assets and return on common equity ratios improved to
1.51% and 15.43%, respectively, for the year ended December 31,
2002, compared to 1.33% and 14.42% for the prior year.

Cash dividends per common share for 2002 increased to $.57, and
were 8% higher than the 2001 cash dividend of $.53 per common
share and 16% higher than the 2000 cash dividend of $.49 per
common share,

Hibernia funded a record $5.3 billion in mortgage loans in 2002, up
18% from $4.5 billion a year earlier.

Hibernia reported total assets exceeding $17 billion for the first time
in the Company’s history.

Hibernia’s common stock price experienced an 8% increase during
2002, closing at $19.26 per share at December 31, 2002, compared to
$17.79 per share at December 31, 2001.
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Application of Critical
Accounting Policies

The Company’s management exercises judgment in choosing and
applying the most appropriate accounting policies and methodologies in
many different areas. These choices are important; not only to ensure
compliance with generally accepted accounting principles, but also to
reflect the exercise of management’s judgment in determining the most
appropriate manner in which to record Hibernia’s financial performance.
For Hibernia, these key areas include the accounting for the reserve for
loan losses, the valuations of goodwill and mortgage servicing rights, and
the accounting for stock options.

The reserve for loan losses is maintained to provide for probable
credit losses related to specifically identified loans and for losses intherent
in the loan portfolio that have been incurred as of the balance sheet date.
The reserve is comprised of three components: specific reserves on
certain problem loans, general reserves determined from historical loss
allocation factors applied to pools of loans, and an unallocated portion.
The reserve is calculated using both objective and subjective information.
The provision for loan lesses is a charge to earnings to maintain the
reserve for loan losses at a level consistent with management’s
assessment of the loan portfolio in light of current economic conditions
and market trends. For further discussion on this calculation and
assumptions and methods used, see the “Reserve and Provision for Loan
Losses” section of this analysis.

The Company is required to perform valuations of assets in
accordance with various generally accepted accounting principles.
Impairment testing of goodwill requires the Company to determine its
fair value by reporting unit. Impairment testing is a two step process that
first compares the fair value of a reporting unit with its carrying amount,
and second measures impairment loss by comparing the implied fair
value of the reporting unit goodwill with the carrying amount of that
goodwill. The Company’s reporting units are operating segments as
defined by Statement of Financial Accounting Standard (SFAS) No. 131,
“Disclosure about Segments of an Enterprise and Related Information.”
The Company’s reporting units are based on lines of business. Assets and
liabilities are allocated to reporting units using the Company’s internal
management reporting system. Goodwill is allocated directly to these
reporting units, when applicable, or based on the allocation of loans to
the reporting segments for each region in which the goodwill originated.
When quoted market prices are not available for assets and liabilities, fair
values are based on estimates using present value or other valuation
techniques. Those techniques are significantly affected by the
assumptions used, including the discount rate and estimates of future
cash flows. However, management uses assumptions that it considers to
be conservative in its impairment testing. The results of these tests did
not indicate impairment of goodwill in 2002.
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The Company records a servicing asset when the right to service
mortgage loans for others is acquired through a purchase or retained
upon the sale of loans. Based upon current fair values, servicing rights are
periodically assessed for impairment. For this valuation, the mortgage
servicing portfolio is stratified on the basis of certain risk characteristics
including loan type and interest rate. A discounted cash flow analysis is
performed using various assumptions including prepayment speeds,
discount rates and servicing costs. The Company uses national
prepayment speed assumptions and adjusts them to meet actual
prepayment behavior of its own portfolio with information obtained
from an independent third party. To the extent that temporary
impairment exists, write-downs are recognized in current earnings as an
adjustment to the corresponding valuation allowance. Permanent
impairment is recognized through a write-down of the asset with a
corresponding reduction in the valuation allowance. Changes in these
assumptions could materially affect the operating results of the
Company, however, management considers the assumptions used to be
appropriate.

The Company has elected to account for its stock-based
compensation plans under the intrinsic value method of Accounting
Principles Board (APB) Opinion No. 25, “Accounting for Stock Issued to
Employees,” which is allowed by SFAS No. 123, “Accounting for Stock-
Based Compensation.” In accordance with APB Opinion No. 25,
compensation expense relating to stock options is not reflected in net
income provided the exercise price of the stock options granted equals or
exceeds the market value of the underlying common stock at the date of
grant. The Company’s practice has been to grant options at no less than
the fair market value of the stock at the date of grant. If the Company had
elected to apply the fair value recognition provisions of SFAS No. 123 for
stock options, net income would have been reduced by $6.1 million, $5.6
million and $4.7 million at December 31, 2002, 2001 and 2000,
respectively. Net income per common share would have been $1.55,
$1.34 and $1.02 at December 31, 2002, 2001 and 2000, respectively.
Compensation expense under the fair value method was calculated using
the Black-Scholes option valuation model with the following weighted-
average assumptions for 2002, 2001 and 2000, respectively: risk-free
interest rates of 4.68%, 5.62% and 6.79%; expected dividend vields of
3.11%, 3.83% and 4.82%; expected volatility factors of the market price of
Hibernia Class A Common Stock of 33%, 35% and 32%; and the expected
life of the options. The Black-Scholes option valuation model was
developed for use in estimating the fair value of traded options which
have no vesting restrictions and are fully transferable. In addition, option
valuation models require the input of highly subjective assumptions,
including the expected stock price volatility. Because the Company’s
stock options have characteristics significantly different from those
traded options, and because changes in the subjective input assumptions
can materially affect the fair value estimate, in management’s opinion the
existing models do not necessarily provide a reliable single measure of
the fair value of its stock options.



The Company adopted SFAS No. 142, “Goodwill and Other
Intangible Assets,” on January 1, 2002. Under the new rules, goodwill and
intangible assets deemed to have indefinite lives are no longer amortized
but are subject to annual impairment tests in accordance with the
provisions of SFAS No. 142. Applications of the nonamortization
provisions of SFAS No. 142 increased net income by approximately $11.0
million ($.07 per share) in 2002.

The Company’s management has discussed the development and
selection of these critical accounting policies with the Audit Committee of
our Board of Directors and the Audit Committee has reviewed the
Company’s disclosure relating to these policies in this annual report.

Merger Activity

On April 1, 2002, the Company enhanced its expertise in life
insurance and financial planning by consummating the purchase of
- Friedler/LaRocca  Financial Partners, L.L.C. (Friedler/LaRocca).
Friedler/LaRocca, a New Orleans based firm specializing in life insurance
and other financial services for wealthy clients, serves customers in
shipping, financial services, legal and other key regional industries. It
now operates as part of Hibernia’s Private Client Group and continues to
serve the needs of clients in such areas as life insurance, incentive-
compensation and deferred compensation planning, estate and financial
planning, retirement planning and other investment products. The
Company did not consummate any mergers in 2001. In 2000, Hibernia
broadened its range of financial products and services through the
completion of mergers with Southcoast Capital, L.L.C. (Southcoast), a
full-service investment banking firm, and Rosenthal Agency, Inc.
(Rosenthal), Louisiana’s largest independent insurance broker.
Additionally in 2000, the Company purchased the assets and assumed the
liabilities of three East Texas banking offices from Compass Bank (the
Compass transaction). These transactions were accounted for using the
purchase method of accounting,

All prior-year information has been restated to reflect the effect of
mergers in 1999 and previous years which were accounted for as poolings
of interests. For all purchase transactions, the financial information of
those institutions is combined with Hibernia as of and subsequent to
consummation.

Financial Condition
EARNING ASSETS

Interest income from earning assets (primarily loans and
securities) is the Company’s main source of income. Average earning
assets totaled $15.4 billion in 2002, unchanged from 2001 and up from
$14.8 billion in 2000. The increase of $612.6 million in average earning

assets for 2001 compared to 2000 was due to growth spread among all
asset categories.

Average loans as a percentage of average earning assets decreased
to 73.2% in 2002 compared to 75.6% in 2001 and 78.0% in 2000.
Average securities were 22.5% of average earning assets in 2002
compared to 20.8% in 2001 and 20.6% in 2000.

Total earning assets at December 31, 2002, were $16.1 billion, up
from $15.3 billion (5%) a year earlier. This change was primarily due
to growth in short-term investments, loans and securities.
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The Company’s lending activities are subject to both liquidity
considerations and underwriting standards which are taifored to each of
the Company's loan portfolios. Loans allow Hibernia to meet customer
credit needs and at the same time achieve yields that are generally higher
than those available on other earning assets. Lending relationships are
one way Hibernia meets its goal of providing for all the financial needs of
its customers.

Hibernia engages in commercial, small business and consumer
lending. The specific underwriting criteria for each major loan category
are outlined in a credit policy that is approved by the Board of Directors.
In general, commercial loans and larger small business loans are
evaluated based on cash flow, collateral, market conditions, prevailing
economic trends, character and leverage capacity of the borrower, and
capital and investment in a particular property, if applicable. Most small
business and consumer loans are underwritten using credit scoring
models which consider factors including payment capacity, credit history
and collateral. In addition, market conditions, economic trends and the
character of the borrower may be considered. Hibernia's credit policy,
including the underwriting criteria for major loan categories, is reviewed
on a regular basis and adjusted when warranted.

Average loans decreased $347.9 million (3%) in 2002 and increased
$118.1 million (1%) in 2001. The decrease in 2002 compared to 2001 is
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Table 1

COMPOSITION OF LOAN PORTFQOLIO

December 31 ($ in millions) 2002 2001
_ Balance Percent Balance Percent
Commercial
Commercial and industrial $ 1,030.5 9.0% $ 1,084.7 9.6%
Services industry 663.9 5.8 717.1 6.4
Real estate 405.8 35 422.5 3.7
Health care 219.9 1.9 265.3 2.4
Transportation, communications and utilities 160.6 1.4 154.6 1.4
Energy 2919 5 2351 2.1
Other 103.9 0.9 §3.1 0.7
Total commercial 2,876.5 25.0 2,962.4 26.3
Small Business
Commercial and industrial 737.1 6.4 7759 6.9
Services industry 634.3 5.5 632.0 5.6
Real estate 478.8 4.2 422.8 38
Health care 161.9 14 149.7 1.3
Transportation, communications and utilities 97.5 0.8 106.7 1.0
Energy 27.1 0.2 33.9 0.3
Other 371.1 33 369.8 3.3
Total small business 2,507.8 21.8 2,490.8 222
Consumer
Residential mortgages:
First mortgages 2,445.3 213 2,615.5 233
Junior liens 536.9 4.7 500.1 44
Indirect 1,957.1 17.0 1,535.6 13.7
Revolving credit:
Secured 550.9 4.8 412.4 3,7
Unsecured 105.9 0.9 106.1 0.9
Other:
Secured 366.0 3.2 462.8 4.1
Unsecured 145.8 1.3 155.3 1.4
Total consumer 6,107.9 53.2 5,787.8 51.5
Total loans $ 11,492.2 100.0% $ 11,2410 100.0%

primarily due to continued efforts to diversify the risk of the portfolio,
discussed in further detail below, weak loan demand and some tightening
of credit underwriting standards.

Table 1 details Hibernia's commercial and small business loans
classified by repayment source and consumer loans classified by type. In
2002, commercial loans decreased $85.9 million (3%), small business
loans increased $17.0 millior: {1%) and consumer loans increased $320.1
million (6%). The portfolio mix was 25% commercial, 22% small
business and 53% consumer at year-end 2002, compared to 26%, 22%
and 52%, respectively, at year-end 2001.

Commercial Loans  The change in the commercial portfolio was

due to decreases in commercial and industrial, down $54.2 million (5%);
the services industry, down $53.2 million (7%); and health care, down
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$45.4 million (17%), partially offset by increases in energy, up $56.8
million (24%) and other commercial loans, up $20.8 million (25%).

The decrease in commercial loans was the result of weak loan
demand and management’s strategy over the past few years to achieve
more granularity in the commercial portfolio and to decrease
participation in broadly syndicated shared national credits. This strategy
focuses on lending to customers who operate in Hibernia’s markets,
particularly those who use other Company services, and on retaining a
smaller piece of the credit relationship. Shared national credits totaled
$803.0 million at December 31, 2002, down 8% from $873.4 million a year
earlier. A shared national credit is one that is shared by three or more
banks and aggregates $20 million or more.




Hibernia’s commercial loan portfolic remains well diversified
across industries, as evidenced by the portfolio percentages presented in
Table 1. Hibernia’s commercial loan portfolio does not contain
significant exposure to foreign countries.

Small Business Loans Hibernia generally categorizes
companies with annual revenues of less than $10 million as small
businesses. The small business portfolio showed growth primarily in real
estate, up $56.0 million (13%) and health care, up $12.2 million (8%),
partially offset by a decrease in commercial and industrial, down $38.8
million (5%). The small business portfolio continued to be impacted by

slow demand for loans as a result of the soft economy.

Consumer Loans The increase in the consumer portfolio was
primarily due to the increase in indirect, up $421.5 million (27%),
partially offset by a decrease in first mortgages, down $170.2 million
(7%). Anindirect loan is a loan purchased from a retailer who arranged
the loan to the consumer.

During 2001, the Company securitized and sold $592.2 million of
indirect auto loans from its consumer portfolio. This transaction further
diversified the loan portfolio and reduced short-term borrowings.

Residential mortgage loans comprise almost half of the consumer
loan portfolio. The favorable interest rate environment, along with the
customer-oriented application and approval process, resulted in $5.3
billion in loan fundings during 2002, compared to $4.5 billion in 2001.
While the Company experienced a record volume of fundings, the
majority of these loans were fixed-rate mortgages and were sold with
servicing retained. Generally, Hibernia retains adjustable-rate mortgage
loans and sells fixed-rate mortgage loans, while retaining the associated
servicing rights. At December 31, 2002, Hibernia serviced approximately
$10.8 billion in residential mortgage loans.

During 2001, Hibernia securitized $305.2 million of its residential
first mortgages through the Federal National Mortgage Association
(FNMA). These portions of the consumer portfolio were securitized and
classified as available for sale securities with recourse provisions.
Reserves have been established to cover estimated losses. These
transactions affect the categorization of individual line items on the
balance sheet by reducing mortgage loans and increasing securities.

In addition to loans for the purchase of homes, Hibernia offers
customers a broad assortment of loans secured by residential mortgages,
including the Hibernia Equity PrimeLine™, an attractively priced line of
credit secured by the customer’s residence.

INVESTMENT SECURITIES

At the end of 2002, investment securities totaled $3.7 billion, an
increase of $160.5 million, or 5%, from the end of 2001. Of total
investment securities at December 31, 2002, 89% are debt securities of
the U.S. government or its agencies. Most securities held by the Company
qualify as pledgeable securities and are used to collateralize repurchase
agreements and public fund deposits. The composition of the investment
securities portfolio is shown in Table 2.

Securities Available for Sale Average securities available for
sale increased $381.0 million (13%) to $3.3 billion in 2002. This increase
was primarily due to purchases of securities required to collateralize
certain public fund deposits and repurchase agreements. Further, as the
Company experienced slower loan growth, additional purchases of
securities available for sale helped enhance its earning assets yields.
Average securities available for sale increased $195.9 million, or 7%, from
2000 to 2001.

Table 2

COMPOSITION OF INVESTMENT SECURITIES

December 31 (8 in millions) 2002 2001 2000

Available for sale:  U.S. Treasuries $ 324 $ 37.8 $ 2307
U.S. government agencies:

Mortgage-backed securities 1,995.2 1,066.3 820.3

Bonds 1,129.6 1,740.1 1,204.4

Stocks 99.4 1034 110.8

States and political subdivisions 159.2 189.6 2159

Other 95.4 104.1 104.9

Total available for sale 3,511.2 3,241.3 2,687.0
Held to maturity:  U.S. government agencies:

Mortgage-backed securities 140.5 249.9 361.9

Total held to maturity 140.5 249.9 361.9

Total investment securities $ 3,651.7 $ 34912 $ 3,0489
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Table 3

MATURITIES AND YIELDS OF INVESTMENT SECURITIES ¢V

Due after | Due after 5
Duein 1 year year through years through Due after
December 31, 2002 ($ in millions) or less 5years 10 years 10 years Total
Amount Yield Amount Yield Amount Yield Amount Yield Amount Yield
Available for sale:
— U.S. Treasuries $ - $§ 324 3.04% $ - % $ - % $ 324 3.04%
: U.S. government agencies:
- Mortgage-backed securities 23 455 382 690 3051 5.56 1,649.6 527 19952 535
N Bonds 1.3 5.81 203.8 435 101.0 5.18 8235 478 1,129.6 475
Stocks 99.4 3.31 - - - 994 331
States and political subdivisions 93 785 378 742 206 787 915 796 159.2 781
Other 925 318 26 532 03 493 95.4 324
Total available for sale $ 2048 349% § 3148 490% $ 4267 558% $25649 521% $ 35112 513%
Held to maturity:
U.S. government agencies:
Mortgage-backed securities $ - - % 3 18 472% § - - % $ 1387 571% § 1405 570%
Total held to maturity $ - - % $ 1.8 472% § - - % $ 1387 571% $ 1405 570%

Dyield computations are presented on a taxable-equivalent basis using market values for securities available for sale, amortized cost for securities held to maturity

and a statutory income tax rate of 35%.

At December 31, 2002, the securities available for sale portfolio
included $986.5 million of adjustable-rate securities, primarily mortgage-
backed securities, which are tied to a cost-of-funds index. In much the
same manner as Hibernia’s cost of funds adjusts to new market rates over
a period of time, the rates on these securities may not fully reflect a
change in market interest rates for more than a year.

The average repricing period of securities available for sale at
December 31, 2002, was 3.5 years, up from 2.2 years at December 31,
2001. Carrying securities available for sale at market value has the effect
of recognizing a yield on the securities equal to the current market yield.

Securities Held to Maturity Average securities held to
maturity totaled $201.3 million in 2002, down from $316.6 millien in
2001. This decrease is due to increased prepayments on mortgage-backed
securities.

At December 31, 2002, the securities held to maturity portfolio
included $113.0 million of adjustable-rate mortgage-backed securities
which are tied to a cost-of-funds index. The average repricing period of
securities held to maturity at December 31, 2002, was 2.0 years, down
from 2.8 years at December 31, 2001.
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Maturities and yields of investment securities at year-end 2002 are
detailed in Table 3. Mortgage-backed securities are classified according to
contractual maturity without consideration of principal amortization,
projected prepayments or call options.

SHORT-TERM INVESTMENTS

Average short-term investments, primarily federal funds sold,
securities purchased under agreements to resell (reverse repurchase
agreements) and an interest-only strip receivable resulting from the
previously mentioned indirect auto loan securitization, increased $36.6
million (16%) in 2002 to $269.2 million. This increase in short-term
investments resulted from an increase in federal funds sold, partially
offset by a decreased level of reverse repurchase agreements. Average
short-term investments increased $118.0 million (103%) in 2001
compared to 2000. This increase in short-term investments is primarily
due to higher levels of cash resulting from the previously mentioned
securitization and sale of indirect auto loans in 2001.

At December 31, 2002 and 2001, the Company held minimal
amounts of trading account assets resulting ‘from activity in its
investment banking subsidiary. Trading gains and losses on these
securities are included in other noninterest income. There were no
material trading gains or losses for 2002, 2001 or 2000.




MORTGAGE LOANS HELD FOR SALE

Mortgage loans held for sale are loans that have been originated and
are pending securitization or sale in the secondary market. Average
mortgage loans held for sale were $397.5 million in 2002, an $86.3 million
(28%) increase from $311.2 million in 2001. Average mortgage loans held
for sale in 2001 increased $220.3 million (242%) from $90.9 million in
2000. As a result of changes in the interest-rate environment, there was
an increased demand for fixed-rate mortgages during 2002 and 2001 as
compared to 2000. Generally, Hibernia retains adjustable-rate mortgage
loans and sells fixed-rate mortgage loans.

Since mortgage warehouse loans are generally held in inventory for
a short period of time (30 to 60 days), there may be significant differences
between average and period-end balances. At year-end 2002, mortgage
loans held for sale totaled $526.3 million compared to $566.9 million and
$123.7 million in 2001 and 2000, respectively.

ASSET QUALITY

Several key measures are used to evaluate and monitor the
Company’s asset quality. These measures include the level of loan
delinquencies; nonaccrual loans; restructured loans; charge-offs; and
foreclosed assets and excess bank-owned property, in addition to their
related ratios.

A loan’s past due or delinquency status is based on contractual
terms. Table 4 details loan delinquencies and delinquencies as a
percentage of their related portfolio segment and in total for each of the
past five years. Managed accruing, delinquent loans past due 30 days or

more were $61.1 million, or 0.52% of total managed loans at December
31, 2002, down from $71.5 million, or 0.61% at December 31, 2001, and
$78.4 million, or 0.65% at year-end 2000. These decreases reflect
improvement in the quality of the portfolio despite the impact of slow
economic conditions over the last several years. The decrease in
delinquent loans in 2002 reflected declines in delinquencies in the
commercial and consumer portfolios. Commercial delinquencies
decreased to 0.05% at year-end 2002, down from 0.25% a year ago and
0.33% at year-end 2000. The small business loan delinquency ratio was
0.41% at December 31, 2002, unchanged from December 31, 2001, and
down from 0.63% at December 31, 2000. The managed consumer loan
delinquency ratio decreased to 0.78% at year-end 2002, down from 0.87%
at year-end 2001 and 0.83% at the end of 2000.

Nonperforming loans consist of nonaccrual loans (loans on which
interest income is not currently recognized) and restructured loans
(loans with below-market interest rates or other concessions due to the
deteriorated financial condition of the borrower). Nonperforming loans
totaled $54.9 million at December 31, 2002, down from $70.9 million a
year ago and $82.0 million in 2000. Total additions to nonperforming
loans in 2002 were $56.2 million, down 51% from $114.5 million in 2001.
The decline in nonperforming loans was driven by a $12.5 million or
44%, decrease in commercial nonperforming loans resulting primarily
from fewer additions, charge-offs, payments and sales. Commercial
nonperforming loans comprised 29% of total nonperforming loans at
December 31, 2002, down from 40% a year ago and 73% in 2000. Small
business and consumer nonperforming loans at December 31, 2002 also
decreased from the prior year-end. The majority of nonperforming
consumer loans are residential mortgage loans on which no significant
losses are expected. The composition of nonperforming loans, foreclosed

Table 4

LOAN DELINQUENCIES

December 31 ($ in millions) 2002 2001 2000 1999 1998
Days past due:
30 to 89 days $ 46.9 $ 57.8 $ 69.5 $ 43.6 $ 52.6
90 days or more 10.8 8.0 8.9 6.0 7.0
Total delinquencies 57.7 65.8 78.4 49.6 59.6
Securitized indirect auto delinquencies 3.4 5.7
Total managed delinquencies $ 61.1 $ 715 $ 784 $ 49.6 $ 59.6
Total delinquencies as a percentage of loans:
Commercial 0.05% 0.25% 0.33% 0.15% 0.27%
Small business 0.41% 0.41% 0.63% 0.34% 0.50%
Consumer 0.75% 0.84% 0.83% 0.75% 0.98%
Total held loans 0.50% 0.59% 0.65% 0.46% 0.60%
Managed consumer 0.78% 0.87% 0.83% 0.75% 0.98%
Total managed loans 0.52% 0.61% 0.65% 0.46% 0.60%
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Table 5

NONPERFORMING ASSETS

($ in thousands) 2002 2001 2000 1999 1998
Nonaccrual loans:
Commercial $ 15,905 $ 28,361 $ 59,916 $ 51,620 $ 19,215
Small business 28,668 31,448 16,005 18,329 17,694
Consumer 10,307 11,079 6,034 6,512 4,031
Total nonperforming loans 54,880 70,888 81,955 76,461 40,940
Foreclosed assets 5,919 5,782 4,267 7,710 10,762
Excess bank-owned property 902 1,482 2,586 4,197 2,648
Total nonperforming assets $ 61,701 $ 78,152 $ 88,808 $ 88,368 $ 54,350
Reserve for loan losses $ 212,765 $§ 195,766 $ 178,253 $ 156,072 $ 130,347
Nonperforming loan ratio:
Commercial loans 0.55% 0.96% 1.71% 1.40% 0.50%
Small business loans 1.14% 1.26% 0.67% 0.78% 0.85%
Consumer loans 0.17% 0.19% 0.10% 0.14% 0.10%
Total loans 0.48% 0.63% 0.68% 0.70% 0.41%
Nonperforming asset ratio 0.54% 0.69% 0.73% 0.81% 0.55%
Reserve for loan losses as a
percentage of nonperforming loans 387.69% 276.16% 217.50% 204.12% 318.39%

assets (assets to which title has been assumed in satisfaction of debt) and Table 6 presents a summary of changes in nonperforming loans for

excess bank-owned property, as well as certain key asset quality ratios for
the past five years, are presented in Table 5.

Interest payments received on nonperforming loans are applied to
reduce principal if there is doubt as to the collectibility of the principal;
otherwise, these receipts are recorded as interest income. Certain
nonperforming loans are current as to principal and interest payments
but are classified as nonperforming because there is doubt concerning
full collectibility.

Loans are considered to be impaired when it is probable that all
amounts due in accordance with the contractual terms will not be
collected. Specific reserves are established for impaired loans based on a
review of the collectibility of the principal after considering any prior
charge-offs. Included in nonaccrual loans are loans that are considered to
be impaired under SFAS No. 114, totaling $44.6 million at December 31,
2002 and $59.8 million at December 31, 2001. These amounts included
$32.3 million and $49.7 million, respectively, of impaired loans for which
the related reserve for loan losses was $6.8 million and $11.0 million at
December 31, 2002 and 2001, respectively. The remaining impaired loans
did not require specific reserves. Impaired loans are included in
nonaccrual loans in Table 5.

In addition to the nonperforming loans discussed earlier, there are

$44.2 million of loans which, in management’s opinion, are currently
subject to potential future classification as nonperforming.
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2002 by loan type (commercial real estate, other commercial, small
business and consumer). Loans totaling $56.2 million were added during
2002, down from $114.5 million in 2001. The majority of the additions in
the prior year related to the commercial loan portfolio. While small
business loans were the largest component of the additions to
nonperforming loans in 2002, additions from this portfolio of $30.9
million in 2002 were down from $36.3 million in 2001. The additions to
nonperforming loans in 2002 were offset by charge-offs of $22.4 million
and sales of $9.2 million. Payments of $30.6 million also reduced
nonperforming loans in 2002. Recoveries experienced on previously
charged-off loans are reflected in the reserve for loan losses in Table 7
and are not a component of nonperforming loan activity.

Foreclosed assets and excess bank-owned property, which are
recorded at fair value less estimated selling costs, totaled $6.8 million at
December 31, 2002, down from $7.3 million at December 31, 2001, and
$6.9 million at December 31, 2000.

Nonperforming assets as a percentage of total loans plus foreclosed
assets and excess bank-owned property (nonperforming asset ratio) is
one measure of asset quality. At December 31, 2002, the Company’s
nonperforming asset ratio was 0.54% compared to 0.69% at year-end
2001 and 0.73% at year-end 2000.



Table 6

SUMMARY OF NONPERFORMING LOAN ACTIVITY

Commercial Other Small

($ in thousands) Real Estate Commercial Business Consumer Total
Nonperforming loans at December 31, 2001 $ 5,185 $ 23,176 $ 31,448 $ 11,079 $ 70,888
Additions - 13,141 30,905 12,195 56,241
Gross charge-offs (2,018) (7,349) (13,019) - (22,386)
Transfers to foreclosed assets - (310) (3,295) (3,413) (7,018)
Returned to performing status - - (554) (2,477) (3,031)
Payments (1,523) (6,729) (15,284) {7,077) (30,613)
Sales - (7,668) (1,533) - {9,201)
Nonperforming loans at December 31, 2002 $ 1,644 $ 14,261 $ 28,668 $ 10,307

$ 54,880

Another measure of asset quality is the amount of net charge-offs
during the year compared to average loans. As shown in Table 7, net
charge-offs totaled $63.6 million in 2002 compared to $72.4 million in
2001 and $98.9 million in 2000. Net charge-offs as a percentage of average
loans were 0.56% in 2002 compared to 0.62% in 2001 and 0.86% in 2000.
The decrease was principally due to the commercial loan portfolio which
had a net charge-off ratio of 0.22% in 2002, down from 0.76% in 2001 and
1.76% in 2000. The commercial charge-offs in each of the last three years
primarily related to large syndicated loans, with a significant portion
resulting from credits to borrowers with relatively high levels of leverage.
As previously discussed, exposure to these types of credits has been
significantly reduced over the past several years. The small business net
charge-off ratio increased to 0.91% in 2002, up from 0.70% in 2001 and
0.48% in 2000. The increases in 2002 and 2001 were primarily due to the
impact of the weaker economy. The increase in the consumer loan net
charge-off ratio to 0.58% in 2002 from 0.52% in 2001 and 0.43% in 2000
was driven primarily by increased charge-offs in the indirect portfolio.

RESERVE AND PROVISION FOR LOAN LOSSES

The provision for loan losses is a charge to earnings to maintain the
reserve for loan losses at a level consistent with management’s
assessment of the loan portfolio in light of current economic conditions
and market trends. The Company recorded an $80.6 million provision for
loan losses in 2002 compared to $97.3 million in 2001 and $120.7 million
in 2000. The provision for loan losses for 2002 exceeded net charge-offs
by $17.0 million. Table 7 presents an analysis of the activity in the reserve
for loan losses for the past three years.

The reserve for loan losses is comprised of specific reserves
(assessed for each loan that is reviewed for impairment or for which a
probable loss has been identified), general reserves and an unallocated
reserve.

The Company continuously evaluates its reserve for loan losses to
maintain an adequate level to absorb loan losses inherent in the loan
portfolio. Reserves on impaired loans are based on discounted cash flows
using the loan’s initial effective interest rate, the observable rarket value
of the loan or the fair value of the collateral for certain collateral-
dependent loans. Factors contributing to the determination of specific
reserves include the financial condition of the borrower, changes in the
value of pledged collateral and general economic conditions. General
reserves are established based on historical charge-offs, considering
factors which include risk rating, industry concentration and loan type,

~ with the most recent charge-off experience weighted more heavily. The

unallocated reserve, which is judgmentally determined, generally serves
to compensate for the uncertainty in estimating loan losses, particularly
in times of changing economic conditions, and considers the possibility
of improper risk ratings and possible over- or under-allocations of
specific reserves. It also considers the lagging impact of historical charge-
off ratios in periods where future charge-offs are expected to increase or
decrease significantly. In addition, the unallocated reserve considers
trends in delinquencies and nonaccrual loans, industry concentration,
the volatility of risk ratings and the evolving portfolio mix in terms of
collateral, relative loan size, the degree of seasoning in the various loan
products and loans recently acquired through mergers. Changes in
underwriting standards, credit administration and collection, regulation
and other factors which impact the credit quality and collectibility of the
loan portfolio also affect the unallocated reserve levels. The results of
reviews performed by internal and external examiners are also
considered.
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Table 7

RESERVE FOR LOAN LOSSES ACTIVITY

Year Ended December 31 ($ in thousands) 2002 2001 2000
Balance at beginning of year $ 195,766 $ 178,253 $ 156,072
Loans charged off:
Commercial (9,381) (29,982) (65,750)
Small business (27,244) (21,796) (15,337)
Consumer (43,210) (39,847) (31,366)
Recoveries: )
Commercial 3,127 6,203 2,182
Small business 4,579 4,564 3,929
Consumer 8,503 8,412 7,491
Net loans charged off (63,626) (72,446) (98,851)
Provision for loan losses 80,625 97,250 120,650
Addition due to purchase transactions - - 450
Transfer due to securitizations - (7,291) (68)
Balance at end of year $ 212,765 $ 195766 $ 178,253
Reserve for loan losses as a percentage of loans 1.85% 1.74% 1.47%
Net charge-offs as a percentage of average loans:
Commercial 0.22% 0.76% 1.76%
Small business 0.91% 0.70% 0.48%
Consumer 0.58% 0.52% 0.43%
Total loans 0.56% 0.62% 0.86%

The methodology used in the periodic review of reserve adequacy,
which is performed at least quarterly, is designed to be dynamic and
responsive to changes in actual and expected credit losses and general
economic conditions. These changes are reflected in both the general and
unallocated reserves. The historical loss ratios, which are key factors in
this analysis, are updated quarterly and are weighted more heavily for
recent charge-off experience. The review of reserve adequacy is
performed by executive management and presented to the Board of
Directors for its review, consideration and ratification.

The composition of the loan portfolio reflected the previously
discussed changes, including the d