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COMMERCIAL FEDERAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

PART I. FINANCIAL INFORMATION
Item 1. CONDENSED Financial Statements

(Dollars in Thousands) S
ASSETS

(U
Cash (including short-term investments of $368 and $590) S

Investment securities available for sale, at fair value
Mortgage-backed securities available for sale, at fair value
Loans held for sale, net

Loans receivable, net of allowances of $109,493 and $102,359
Federal Home Loan Bank stock

Real estate, net

Premises and equipment, net

Bank owned life insurance

Other assets

Core value of deposits, net of accumulated amortization of $59,719 and $54, 900
Goodwill

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Deposits S
Advances from Federal Home Loan Bank
Other borrowings
Other liabilities

Stockholders' Equity:
Preferred stock, $.01 par value; 10,000,000 shares authorized; none issued
Common stock, $.01 par value; 120,000,000 shares authorized;
45,226,837 and 45,974,648 shares issued and outstanding
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss, net

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity $
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See accompanying Notes to Condensed Consolidated Financial Statements.
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COMMERCIAL FEDERAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS

(Unaudited)

Three Months Ended

30,

170,059
27,739
20,116

217,914

73,438
60,716
5,533

139,687
78,227
(19,800)

13,428
4,749
(17,385)

15,438
3,395
3,693
(1,429)
7,541

26,763
9,331
4,398
2,793
3,436
4,216
2,129

Nine Months
September

S 455,797 $
73,162
58,082

587,041

137,553
182,721
19,422

339,696
247,345
(21,271)

September
2002
Interest Income:
Loans receivable $ 153,721 S
Mortgage-backed securities 22,498
Investment securities 19,635
Total interest income 195,854
Interest Expense:
Deposits 43,766
Advances from Federal Home Loan Bank 63,216
Other borrowings 6,776
Total interest expense 113,758
Net Interest Income 82,096
Provision for Loan Losses (9,142)
Net Interest Income After Provision for Loan Losses 72,954
Other Income (Loss):
Retail fees and charges 14,614
Loan servicing fees, net 2,762
Mortgage servicing rights valuation adjustment (34,754)
Gain on sales of securities and changes
in fair values of derivatives, net 19,575
Gain on sales of loans 14,659
Bank owned life insurance 3,735
Real estate operations (1,237)
Other operating income 8,804
Total other income 28,158
Other Expense (Gain):
General and administrative expenses -
Compensation and benefits 29,060
Occupancy and equipment 9,912
Data processing 4,416
Advertising 3,480
Communication 3,261
Item processing 3,582
Outside services 2,465
Other operating expenses 5,780

Exit costs and termination benefits

7,534
(11,043)
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Total general and administrative expenses 61,956 49,557 185,081
Amortization of core value of deposits 1,549 1,692 4,819
Amortization of goodwill —= 1,980 —=

Total other expense 63,505 53,229 189,900

Income Before Income Taxes 37,607 34,628 116,047

Provision for Income Taxes 10,938 10, 646 33,862

Net Income S 26,669 $ 23,982 $ 82,185 S
4

COMMERCIAL FEDERAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS (Continued)
(Unaudited)

(Dollars in Thousands Except Per Share Data) Three Months Ended
September 30,

2002 2001

Weighted Average Number of Common Shares

Outstanding Used in Basic Earnings Per Share Calculation 45,276,800 49,692,109
Add Assumed Exercise of Outstanding Stock Options

as Adjustments for Dilutive Securities 514,636 577,275
Weighted Average Number of Common Shares

Outstanding Used in Diluted Earnings Per Share Calculation 45,791,436 50,269,384
Basic Earnings Per Common Share $ 59 $ 48
Diluted Earnings Per Common Share S 58 $ 438
Dividends Declared Per Common Share S 09 $ 08
See accompanying Notes to Condensed Consolidated Financial Statements.

5
COMMERCIAL FEDERAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)
(Unaudited)

(Dollars in Thousands) Three Months E

September 3

5
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Net Income

Other Comprehensive Income (Loss):
Unrealized holding gains on securities available for sale
Fair value adjustment on interest rate swap agreements
Fair value change on interest only strips
Reclassification of net losses (gains) included in net income
pertaining to:
Securities sold
Amortization of fair value adjustments on interest rate swap agreements

$

75,714
(109, 344)
(1,792)

(11,159)
509

Other Comprehensive Loss Before Income Taxes
Income Tax Benefit

(46,072)
(15,835)

Comprehensive Income (Loss)

See accompanying Notes to Condensed Consolidated Financial Statements.

COMMERCIAL FEDERAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited)

(Dollars in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income
Adjustments to reconcile net income to net cash
provided (used) by operating activities:
Amortization of core value of deposits
Amortization of goodwill
Depreciation and amortization

Amortization (accretion) of deferred discounts and fees, net of premiums

Amortization of mortgage servicing rights
Valuation adjustment of mortgage servicing rights
Provision for losses on loans

Gain on sales of real estate and loans, net

Gain on sales of securities and changes in fair values of derivatives,
Gain on sale of branches

Proceeds from sales of loans

Origination of loans for resale

Purchases of loans for resale

Increase in bank owned life insurance, net
Decrease in interest receivable

net

13,9
14,0
20, 3
50, 8
21,2
(22,8
(28,3

(8

2,356, 9

(713, 4

(2,191, 5

(10,2
3,2
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Increase (decrease) in interest payable and other liabilities, net
Other items, net

Total adjustments

Net cash used by operating activities

Purchases of loans

Repayment of loans, net of originations

Proceeds from sales of mortgage-backed securities available for sale
Principal repayments of mortgage-backed securities available for sale
Purchases of mortgage-backed securities available for sale

Maturities and principal repayments of investment securities available for sale
Proceeds from sales of investment securities available for sale
Purchases of investment securities available for sale

Purchases of Federal Home Loan Bank stock

Proceeds from sales of Federal Home Loan Bank stock

Divestiture of branches, net

Proceeds from sales of real estate

Payments to acquire real estate

Dispositions (purchases) of premises and equipment, net

Other items, net

Net cash provided (used) by investing activities

(805, 2
844, 5

18,1
720, 6
(591, 3

23,2
902, 6

(1,002,6

(43,0
11,9
(23,6
28,2
(2,3
(4,1

COMMERCIAL FEDERAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
(Unaudited)

Nine Months En
September 30

(Dollars in Thousands)

CASH FLOWS FROM FINANCING ACTIVITIES

Decrease in deposits $
Proceeds from Federal Home Loan Bank advances

Repayments of Federal Home Loan Bank advances

Proceeds from securities sold under agreements to repurchase
Repayments of securities sold under agreements to repurchase
Proceeds from issuance of other borrowings

Repayments of other borrowings

Purchases of swaption agreements

Payments of cash dividends on common stock

Repurchases of common stock

Issuance of common stock

Other items, net

Net cash provided by financing activities

(207, 943)
950,325
(330,800)
215,415
(16,570)
(103,865
(34,337
(11,379
(24,602

4,899

)
)
)
)
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CASH AND CASH EQUIVALENTS

Decrease in net cash position (9,040)
Balance, beginning of year 206,765
Balance, end of period S 197,719 $

Cash paid during the period for:

Interest expense S 334,615 $

Income taxes, net 37,432
Non-cash investing and financing activities:

Loans exchanged for mortgage-backed securities 55,685

Loans transferred to real estate 20,455

Loans to facilitate the sale of real estate -

Common stock received in connection with employee stock option plan, net (111)

See accompanying Notes to Condensed Consolidated Financial Statements.

COMMERCIAL FEDERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2002
(Unaudited)

(Columnar Dollars in Footnotes are in Thousands Except Per Share Amounts)

A. BASIS OF CONSOLIDATION AND PRESENTATION:

The unaudited consolidated financial statements are prepared on an accrual basis
and include the accounts of Commercial Federal Corporation (the "Corporation"),
its wholly-owned subsidiary, Commercial Federal Bank, a Federal Savings Bank
(the "Bank"), and all majority-owned subsidiaries of the Corporation and Bank.
All significant intercompany balances and transactions have been eliminated.
Certain amounts in the prior year periods have been reclassified for comparative
purposes.

The accompanying interim consolidated financial statements have not been audited
by independent auditors. In the opinion of management, all adjustments
(consisting only of normal recurring adjustments) considered necessary to fairly
present the financial statements have been included. The consolidated financial
statements should be read in conjunction with the audited financial statements
and notes thereto included in the Corporation's Annual Report on Form 10-K for
the year ended December 31, 2001. The results of operations for the three and
nine months ended September 30, 2002, are not necessarily indicative of the
results which may be expected for the entire calendar year 2002.

B. IMPLEMENTATION OF SFAS NO. 142 - "GOODWILL AND OTHER INTANGIBLE ASSETS:"

Effective January 1, 2002, the Corporation adopted the provisions of Statement
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of Financial Accounting Standards No. 142 "Goodwill and Other Intangible Assets"
("SFAS No. 142") which superceded APB Opinion No. 17 "Intangible Assets." The
provisions of SFAS No. 142 require a change in accounting for goodwill such that
upon initial adoption, amortization of goodwill ceases, and that goodwill be
evaluated for impairment as of January 1, 2002, at the operating segment level.
Identifiable intangible assets continue to be amortized over their useful lives
and reviewed for impairment under SFAS No. 142. Beginning January 1, 2002,
goodwill totaling $162,717,000 is no longer amortized to expense. Instead,
goodwill will be evaluated at least annually for impairment or more frequently
if events or changes in circumstances indicate that the asset might be impaired.

In 2002, the Corporation contracted with an independent appraisal company to
determine the fair value of the Corporation's reporting units. During the
quarter ended June 30, 2002, the Corporation completed its transitional
impairment test on its goodwill as of January 1, 2002, as required by SFAS No.
142. The fair value of each of the Corporation's reporting units exceeded their
carrying value so allocated goodwill of each reporting unit was not impaired.
Therefore, no impairment loss was recognized as a result of this test.

The following table sets forth the total carrying amount of goodwill by
operating segment as of and for the nine months ended September 30, 2002:

Balance Impairment Balance
Segment January 1, 2002 Losses September 30, 2002
Commercial S 93,553 S - S 93,553
Mortgage 3,488 - 3,488
Retail 45,249 - 45,249
Treasury 20,427 - 20,427
Total S 162,717 $ - $ 162,717

There were no changes in the amount of goodwill by operating segment for the
three and nine months ended September 30, 2002.

B. IMPLEMENTATION OF SFAS NO. 142 "GOODWILL AND OTHER INTANGIBLE ASSETS"
(Continued) :

Core value of deposits totaling $28,733,000 at the end of 2001 is the only
identifiable intangible asset of the Corporation subject to amortization
effective January 1, 2002. The following table sets forth the actual
amortization expense for core value of deposits for the first nine months of
2002 and the estimated amortization expense thereafter:

Amortization
Expense
Nine months ended September 30, 2002 - actual S 4,819
Three months ended December 31, 2002 - estimated 1,549
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For the year ended December 31, 2002 6,368
For the years ended December 31:

2003 5,533
2004 4,402
2005 3,875
2006 3,233
2007 2,719
2008 2,603
Total $ 28,733

The following table reflects consolidated results adjusted as though the
adoption of SFAS No. 142 was as of the beginning of calendar year 2001:

Three Months Ended
September 30,

2002 2001

Reported net income S 26,669 S 23,982
Amortization of goodwill (net of income tax benefits

of $32 and $99 for the respective 2001 periods) - 1,948
Adjusted net income S 26,669 S 25,930
Basic earnings per common share:

Reported net income $ .59 $ .48
Amortization of goodwill, net of taxes - .04
Adjusted net income per basic share $ 59 $ 52
Diluted earnings per common share:

Reported net income $ .58 $ .48
Amortization of goodwill, net of taxes - .04
Adjusted net income per diluted share $ 58 $ 52

10

C. MORTGAGE BANKING ACTIVITIES:

The Corporation's mortgage banking subsidiary services real estate loans for
investors that are not included in the accompanying consolidated financial
statements. Mortgage servicing rights are established based on the cost of
acquiring the right to service mortgage loans or the allocated fair value of
servicing rights retained on originated loans sold. Mortgage servicing rights
are included in the Consolidated Statement of Financial Condition under the
caption "Other Assets." The activity of mortgage servicing rights for the
periods indicated and the ending balances of mortgage servicing rights and the
respective fair values at the periods ended are summarized as follows:

10
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Three Months Ended
September 30,

2002 2001
Beginning balance $ 103,823 S 115,035
Mortgage servicing rights retained through loan sales 12,039 10,073
Amortization expense (6,894) (5,000)
Balance before valuation adjustments 108,968 120,108
Valuation adjustments (34,754) (17,385)
Ending balance S 74,214 S 102,723

Fair value of mortgage servicing rights
at September 30

The Corporation is exposed to interest rate risk relating to the potential
decrease in the value of mortgage servicing rights due to increased prepayments
on mortgage servicing loans resulting from declining interest rates. As part of
its overall strategy to manage the level of exposure to the risk of interest
rates adversely affecting the value of mortgage servicing rights due to
impairment exposure, the Corporation uses interest rate floor agreements to
protect the fair value of the mortgage servicing rights. These derivatives are
not designated and do not qualify as hedges under SFAS No. 133, and therefore,
receive a "no hedging" designation. The fair value of the interest rate floor
agreements totaled $18,969,000 and $5,341,000, respectively, at September 30,
2002 and 2001.

The following compares the key assumptions used in measuring the fair values of
mortgage servicing rights at the periods presented:

September 30, 2002

Conventional Governmental C
Fair value S 38,745 S 36,096 S
Prepayment speed 10.9% - 79.3% 10.3% - 77.2% 8
Weighted average prepayment speed 33.3% 28.4%
Discount rate 9.2% - 11.2% 10.3% - 10.8% 9

The activity of the wvaluation allowances on mortgage servicing rights is
summarized for the following periods:

Three Months Ended
September 30,
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Beginning balance S 35,719 S 6,239

Amounts charged to operations 34,754 17,385

Ending balance S 70,473 S 23,624
11

D. COMMITMENTS AND CONTINGENCIES:

At September 30, 2002, the Corporation's outstanding commitments, excluding
undisbursed portions of loans in process, were as follows:

Originate residential mortgage loans S 332,694
Purchase residential mortgage loans 161,554
Originate commercial real estate loans 147,998
Originate consumer, commercial operating and agricultural loans 17,493
Unused lines of credit for commercial and consumer use 248,906

$ 908, 645

Loan commitments, which are funded subject to certain limitations, extend over
various periods of time. Generally, unused loan commitments are cancelled upon
expiration of the commitment term as outlined in each individual contract. These
outstanding loan commitments to extend credit do not necessarily represent
future cash requirements since many of the commitments may expire without being
drawn upon. The Corporation evaluates each customer's credit worthiness on a
separate basis and requires collateral based on this evaluation. Collateral
consists mainly of residential family units and personal property.

At September 30, 2002, the Corporation had approximately $1,351,000,000 in
mandatory forward delivery commitments to sell residential mortgage loans. At
September 30, 2002, loans sold subject to recourse provisions totaled
approximately $4,880,000 which represents the total potential credit risk
associated with these particular loans. Any credit risk, however, would be
offset by the value of the single-family residential properties that
collateralize these loans.

The Corporation is subject to a number of lawsuits and claims for various

amounts which arise out of the normal course of its business. In the opinion of
management, the disposition of claims currently pending will not have a material
adverse effect on the Corporation's financial position or results of operations.

On September 12, 1994, the Bank and the Corporation commenced litigation
relating to supervisory goodwill against the United States in the United States
Court of Federal Claims seeking to recover monetary relief for the government's
refusal to honor certain contracts that it had entered into with the Bank. The
suit alleges that such governmental action constitutes a breach of contract and
an unlawful taking of property by the United States without just compensation or
due process in violation of the Constitution of the United States. The
Corporation and the Bank are pursuing alternative damage claims of up to
approximately $230,000,000. The Bank also assumed a lawsuit in the merger with

12
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Mid Continent Bancshares, Inc. ("Mid Continent"), against the United States also
relating to a supervisory goodwill claim filed by the former Mid Continent. The
litigation status and process of these legal actions, as well as that of
numerous actions brought by others alleging similar claims with respect to
supervisory goodwill and regulatory capital credits, make the value of the
claims asserted by the Bank (including the Mid Continent claim) uncertain as to
their ultimate outcome, and contingent on a number of factors and future events
which are beyond the control of the Bank, both as to substance, timing and the
dollar amount of damages that may be awarded to the Bank and the Corporation if
they finally prevail in this litigation.

12

E. SEGMENT INFORMATION:

Effective January 1, 2002, the Corporation's operations were realigned into four
lines of business operations for management reporting purposes. These lines of
business units are Commercial Banking, Mortgage Banking, Retail Banking and
Treasury. Before this realignment, the Corporation identified and utilized two
lines of business: Community Banking and Mortgage Banking. The segment
information for the three and nine months ended September 30, 2001, was restated
to reflect these changes. This realignment was made to allow management to make
more well-informed operating decisions, to focus resources to benefit both the
Corporation and its customers, and to assess performance and products on a
continuous basis.

The financial information presented does not necessarily represent the business
unit's results of operations or financial condition as if they were independent
companies. This information in the following tables is derived from management's
internal reporting system used to measure the performance of the segments and
the Corporation in total. This management reporting system and the results of
operations and financial condition by reported business unit are not in
accordance with accounting principles generally accepted in the United States.

The Commercial Banking segment involves the origination of commercial operating,
agricultural, commercial real estate, and small business loans, as well as
indirect lending and commercial and residential construction loans. Also
included in this segment is commercial demand and time deposits and cash
management products. The Commercial Banking services are offered through the
Bank 's branch network and the Internet.

The Mortgage Banking segment involves the acquisition of correspondent and
brokered residential mortgage loans, the sale of these mortgage loans in the
secondary mortgage market and to the Treasury segment, the servicing of mortgage
loans, and the purchase and origination of rights to service mortgage loans.
Mortgage Banking operations are conducted through the Bank's branches, mortgage
loan offices and a nationwide correspondent network of mortgage loan
originators.

The Retail Banking segment involves a variety of traditional banking and
financial services including the origination of residential mortgage loans
through the Bank's branch network and the sale of these mortgage loans to the
Treasury and Mortgage Banking segments. These services include consumer
checking, savings and certificates of deposit accounts (regular and retirement);
consumer loans for home equity, autos, secured and unsecured purposes, as well
as credit cards; and all retail banking services including overdraft protection,
electronic and telephone bill-paying and cash advances. Also included in this
segment 1is insurance and securities brokerage services. The Retail Banking
services are offered through the Bank's branch network, automated teller
machines, customer support telephone centers and the Internet.

13
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The Treasury segment is responsible for corporate asset and liability management
including the Corporation's single-family residential mortgage loan portfolio,
investment and mortgage-backed securities, wholesale deposits, advances from the
Federal Home Loan Bank ("FHLB") and all other borrowings. The Treasury segment
also manages the interest rate risk of the Corporation.

Net interest income is determined by the Corporation's internal funds transfer
pricing system which calculates each segment's net interest income contribution
based on the type, maturity or repricing characteristics of certain assets and
liabilities. The provision for loan losses by segment is based upon the current
and historical business cycle loss rates. Total other income consists of revenue
directly attributable to each segment, allocations based on segment ownership of
certain assets and liabilities, and bank owned life insurance allocated to
segments net of associated expenses and income taxes. Total other expense
consists of direct expenses attributable to each segment and indirect expenses
allocated by an activity-based costing system using full absorption. Income
taxes are calculated separately for each segment with the "Reclassification"
column used to reconcile net income by segment to the external reported
consolidated net income. In addition the "Reclassification" column includes the
net impact of transfer pricing loan and deposit balances, the reconciliation of
provision for loan losses and income taxes to external reported balances, and
any residual effects of unallocated systems and other support functions.

13

E. SEGMENT INFORMATION (Continued) :
The contributions of the major business segments to the consolidated results for

the three and nine months ended September 30, 2002 and 2001 are summarized in
the following tables:

Commercial Mortgage Retail
Banking Banking Banking Treasury Re

Three Months Ended September 30, 2002:

Net interest income S 23,659 S 9,937 S 28,200 S 20,300
Provision for loan losses 3,213 105 2,400 3,944
Total other income (loss) 670 25,214 28,280 (24,500)
Total other expense 8,588 8,302 45,938 417
Income (loss) before income taxes 12,528 26,744 8,142 (8,561)
Income tax provision (benefit) 4,309 9,601 2,913 (4,639)
Net income (loss) S 8,219 S 17,143 S 5,229 S (3,922)
Total revenue S 24,329 S 35,151 S 56,480 S (4,200)
Intersegment revenue - 6,360 3,621 647
Depreciation and amortization 132 247 2,258 2,254
Total assets 3,121,686 1,031,670 1,381,253 7,955,712
Three Months Ended September 30, 2001:

Net interest income $ 20,278 $ 4,556 $ 28,968 $ 24,425
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Provision for loan losses
Total other income (loss)
Total other expense (income)

Income before income taxes
Income tax provision (benefit)

Net income

Total revenue

Intersegment revenue
Depreciation and amortization
Total assets

E. SEGMENT INFORMATION

(Continued) :

14

Nine Months Ended September 30,
Net interest income

Provision for loan losses
Total other income (loss)

Total other expense (income)

Income before income taxes
Income tax provision

Net income

Total revenue

Intersegment revenue
Depreciation and amortization
Total assets

Nine Months Ended September 30,
Net interest income

Provision for loan losses
Total other income (loss)

Total other expense (income)

Income before income taxes
Income tax provision

Net income

Total revenue

1,389 12 1,921 17,131

666 9,396 28,377 (13,704)

6,529 6,627 39,788 (6,905)

13,026 7,313 15,636 495

4,812 2,714 5,801 (839)

$ 8,214 $ 4,599 9,835 $ 1,334

$ 20,944 $ 13,952 57,345 $ 10,721

- 3,143 4,538 326

63 135 2,244 2,208

2,983,418 707,292 1,330,871 7,960,443

Commercial Mortgage Retail

Banking Banking Banking Treasury
$ 68,334 $ 23,625 $ 84,060 $ 71,32
9,350 278 6,871 8,47
3,178 43,322 82,843 (42, 62
25,857 24,687 139,542 (72
36,305 41,982 20,490 20,95
12,448 15,071 7,346 2,67
$ 23,857 $ 26,911 $ 13,144 $ 18,27
S 71,512 $ 66,947 $ 166,903 $ 28,70
- 11,985 11,386 1,93
394 584 10,679 2,32
3,121,686 1,031,670 1,381,253 7,955,771
$ 55,622 $ 10,648 $ 89,927 $ 69,14
3,881 34 5,897 22,67
4,775 26,763 81,989 (28,00
24,092 21,841 134,803 (12,28
32,424 15,536 31,216 30,73
11,966 5,764 11,581 8,03
$ 20,458 $ 9,772 $ 19,635 $ 22,70
$ 60,397 $ 37,411 $ 171,916 $ 41,13

15
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, 417
, 341
, 871

65
2,29

7,960,44

Intersegment revenue - 8,337 11

Depreciation and amortization 194 404 11

Total assets 2,983,418 707,292 1,330
15

F. REGULATORY CAPITAL:

The Bank is subject to various regulatory capital requirements administered by
the federal banking agencies. Regulators can initiate certain mandatory, and
possibly additional discretionary, actions if the Bank fails to meet minimum
capital requirements. These actions could have a direct material effect on the
Corporation's financial position and results of operations. The regulations
require the Bank to meet specific capital adequacy guidelines that involve
quantitative measures of the Bank's assets, liabilities, and certain
off-balance-sheet items as calculated under regulatory accounting practices. T
Bank's capital classification is also subject to qualitative judgments by the
regulators about components, risk weightings and other factors.

Quantitative measures established by regulation to ensure capital adequacy
require the Bank to maintain minimum amounts and ratios as set forth in the
following table. Prompt corrective action provisions pursuant to the Federal
Deposit Insurance Corporation Improvement Act of 1991 ("FDICIA") require
specific supervisory actions as capital levels decrease. To be considered
well-capitalized under the regulatory framework for prompt corrective action
provisions under FDICIA, the Bank must maintain certain minimum capital ratios
as set forth below. At September 30, 2002, the Bank exceeded the minimum
requirements for the well-capitalized category.

The following presents the Bank's regulatory capital levels and ratios relativ
to its respective minimum capital requirements as of September 30, 2002:

he

e

197,595
394,994
649,102

658,324
486,827

Amount Ratio
OTS capital adequacy:
Tangible capital $ 752,804 5.71% S
Core capital 746,244 5.67
Risk-based capital 882,768 10.88
FDICIA regulations to be
classified well-capitalized:
Tier 1 leverage capital 746,244 5.67
Tier 1 risk-based capital 746,244 9.20
Total risk-based capital 882,768 10.88

811,378

The most recent notification from the OTS categorized the Bank as
"well-capitalized" under the regulatory framework for prompt corrective action
provisions under FDICIA. There are no conditions or events since such
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notification that management believes have changed the Bank's classification.
G. CURRENT ACCOUNTING PRONOUNCEMENTS:

Effective January 1, 2002, the Corporation adopted the provisions of Statement
of Financial Accounting Standard No. 144 "Accounting for the Impairment or
Disposal of Long-Lived Assets" ("SFAS No. 144") that replaced SFAS No. 121
"Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to
be Disposed Of." This statement developed a single accounting model, based on
the provisions of SFAS No. 121, for long-lived assets to be disposed of by sale
and addressed implementation issues arising from SFAS No. 121. The accounting
model for long-lived assets to be disposed of by sale applies to all long-lived
assets, including discontinued operations, and replaces the provisions of APB
Opinion No. 30 for the disposal of segments of a business. SFAS 144 requires
that those long-lived assets be measured at the lower of carrying amount or fair
value less costs to sell, whether reported in continuing operations or in
discontinued operations. Therefore, discontinued operations will no longer be
measured at net realizable value or include amounts for operating losses that
have not yet occurred. SFAS No. 144 also broadened the reporting of discontinued
operations to include all components of an entity with operations that can be
distinguished from the rest of the entity and that will be eliminated from the
ongoing operations of the entity in a disposal transaction. Provisions of this
statement are generally to be applied prospectively. The adoption of the
provisions of this statement had no effect on the Corporation's financial
position, liquidity or results of operations.
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G. CURRENT ACCOUNTING PRONOUNCEMENTS (Continued):

In May 2002, the Financial Accounting Standards Board ("FASB") issued Statement
of Financial Accounting Standard No. 145 "Recission of FASB Statements No. 4, 44
and 64, Amendment of FASB Statement 13, and Technical Corrections" ("SFAS No.
145"). This statement eliminates the requirement that gains and losses from the
extinguishment of debt be aggregated and, if material, classified as an
extraordinary item, net of related income tax effect. However, an entity is not
prohibited from classifying such gains and losses as extraordinary items, so
long as they meet the criteria outlined in APB Opinion No. 30 "Reporting the
Results of Operations - Reporting the Effects of Disposal of a Segment of a
Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions." SFAS No. 145 also eliminates the inconsistency between the
accounting for sale-leaseback transactions and certain lease modifications that
have economic effects that are similar to sale-leaseback transactions. This
statement is effective for financial statements issued for fiscal years
beginning after May 15, 2002, or beginning January 1, 2003, for the Corporation.
Management does not believe that this statement will have any material effect on
the Corporation's financial position, liquidity or results of operations.

In June 2002, the FASB issued Statement of Financial Accounting Standard No. 146
"Accounting for Costs Associated with Exit or Disposal Activities " ("SFAS No.
146"). This statement addresses financial accounting and reporting for costs
associated with exit or disposal activities and nullifies EITF Issue No. 94-3,
"Liability Recognition for Certain Employee Termination Benefits and Other Costs
to Exit an Activity (including Certain Costs Incurred in a Restructuring)." The
principal difference between this statement and EITF Issue No. 94-3 relates to
the requirement for recognition of a liability for costs associated with an

exit or disposal activity be recognized when the liability is incurred. Under
EITF Issue No. 94-3, a liability for an exit cost was recognized at the date of
an entity's commitment to an exit plan. A fundamental conclusion in this
statement is that an entity's commitment to a plan, by itself, does not create a
present obligation to others that meets the definition of a liability.
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Therefore, SFAS No. 146 eliminates the definition and requirements for
recognition of exit costs pursuant to EITF Issue No. 94-3 and establishes that
fair value is the objective for initial measurement of the liability. The
provisions of this statement are effective for exit or disposal activities
initiated after December 31, 2002, with early application encouraged. Previously
issued financial statements will not be restated. Management does not believe
that this statement will have any material effect on the Corporation's financial
position, liquidity or results of operations.

On October 1, 2002, the FASB issued Statement of Financial Accounting Standard
No. 147 "Acquisitions of Certain Financial Institutions" ("SFAS No. 147"). This
statement provides guidance on the accounting for the acquisition of a financial
institution and applies to all acquisitions except those between two or more
mutual enterprises. The excess of the fair value of liabilities assumed over the
fair value of tangible and identifiable intangible assets acquired in a business
combination represents goodwill that is accounted for under FASB Statement No.
142, "Goodwill and Other Intangible Assets." Thus, the specialized accounting
guidance in paragraph 5 of FASB Statement No. 72, "Accounting for Certain
Acquisitions of Banking or Thrift Institutions," does not apply after September
30, 2002. If certain criteria in SFAS No. 146 are met, the amount of the
unidentifiable intangible asset will be reclassified to goodwill upon adoption
of this statement. Financial institutions meeting conditions outlined in SFAS
No. 147 will be required to restate previously issued financial statements so as
to present the balance sheet and income statement as if the amount accounted for
under FASB Statement No. 72 as an unidentifiable intangible asset had been
reclassified to goodwill as of the date SFAS No. 142 was initially applied.
Those transition provisions are effective on October 1, 2002, with early
application permitted. The scope of SFAS No. 144 is amended to include long-term
customer-relationship intangible assets such as depositor-and
borrower-relationship intangible assets and credit cardholder intangible assets.
This statement has no effect on the Corporation's financial position, liquidity
or results of operations.

H. SUBSEQUENT EVENT - DISSOLUTION OF SUBSIDIARY:

Effective October 1, 2002, Commercial Federal Mortgage Corporation, the Bank's
wholly-owned full-service mortgage banking subsidiary, was dissolved. All real
estate lending, secondary marketing, mortgage servicing and foreclosure
activities are now conducted through the Bank. This dissolution had no effect on
the Corporation's financial position, liquidity or results of operations.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The statements in this Form 10-Q that are not historical fact are
forward-looking statements that involve inherent risks and uncertainties.
Management cautions readers that a number of important factors could cause
actual results to differ materially from those in the forward-looking
statements. Factors that might cause a difference include, but are not limited
to: fluctuations in interest rates, inflation, the effect of regulatory or
government legislative changes, expected cost savings and revenue growth not
fully realized, the progress of strategic initiatives and whether realized
within expected time frames, general economic conditions, adequacy of allowance
for credit losses, costs or difficulties associated with restructuring
initiatives, technology changes and competitive pressures in the geographic and
business areas where the Corporation conducts its operations. These
forward-looking statements are based on management's current expectations.
Actual results in future periods may differ materially from those currently
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expected because of various risks and uncertainties.
CRITICAL ACCOUNTING POLICIES:

The Corporation's critical accounting policies involving the more significant
judgments and assumptions used in the preparation of the consolidated financial
statements as of September 30, 2002, remain unchanged from December 31, 2001.
These policies are allowance for losses on loans, mortgage servicing rights and
derivative financial instruments. Disclosure on these critical accounting
policies is incorporated by reference under Item 7 "Management's Discussion and
Analysis of Financial Condition and Results of Operations” in the Corporation's
Annual Report on Form 10-K for the Corporation's year ended December 31, 2001.

Nonperforming residential real estate loans at December 31, 2001, have been
restated due to a change in determining past due loans. During the June 30,
2002, quarter the Corporation changed from a methodology where the loan system
converted monthly loan payments missed to days past due in determining
delinquent residential real estate loans to a method where the number of days
past due are determined by the number of contractually delinquent loan payments.
This change in determining these delinquent loans conforms the Corporation's
reporting with the Bank's regulatory thrift financial reporting and aligns the
Corporation's reporting of delinquencies with its peers. All prior periods were
restated to reflect this change.

LIQUIDITY AND CAPITAL RESOURCES:

The Corporation's principal asset is its investment in the capital stock of the
Bank. Since the Corporation does not generate any significant revenues
independent of the Bank, the Corporation's liquidity is dependent on the extent
to which it receives dividends from the Bank. The Bank's ability to pay
dividends to the Corporation is dependent on its ability to generate earnings
and is subject to a number of regulatory restrictions and tax considerations.
Capital distribution regulations of the Office of Thrift Supervision ("OTS"),
permit the Bank, without requiring an application for approval from the OTS, to
pay capital distributions during a calendar year up to 100% of the Bank's
retained net income (net income determined in accordance with generally accepted
accounting principles less total capital distributions declared) for the current
calendar year plus the preceding two calendar years. At September 30, 2002, the
Bank's total distributions exceeded its retained income by $208.6 million under
this regulation thereby requiring the Bank to file an application with the OTS
for any capital distributions.

The Corporation manages its liquidity at both the parent company and subsidiary
levels. At September 30, 2002, the cash of Commercial Federal Corporation (the
"parent company") totaled $8.7 million. Due to the parent company's limited
independent operations, the parent company's ability to make future interest and
principal payments on its debt totaling $117.1 million at September 30, 2002, is
dependent upon its receipt of dividends from the Bank. During the nine months
ended September 30, 2002, the parent company received cash dividends totaling
$45.0 million (no dividend received in the third quarter) from the Bank for:

interest payments totaling $6.9 million on the parent company's debt,

principal payments of $14.1 million on the parent company's five-year
term note and revolving credit note,

common stock cash dividends totaling $15.8 million paid by the parent
company to its common stock shareholders, and

the financing of common stock repurchases totaling $8.2 million.
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LIQUIDITY AND CAPITAL RESOURCES (Continued):

The Bank will continue to pay dividends to the parent company, subject to
regulatory restrictions, to cover future principal and interest payments on the
parent company's debt and quarterly cash dividends on common stock when and as
declared by the parent company. The parent company also receives cash from the
exercise of stock options under its employee stock option plans, as well as from
the Bank for income tax benefits from operating losses generated by the parent
company as provided in the corporate tax sharing agreement.

During the three months ended September 30, 2002, the Corporation repurchased
204,200 shares of is common stock at a cost of $5.1 million. This repurchase was
under the Board authorization of February 28, 2002, to repurchase 500,000 shares
no later than December 31, 2003. In addition, during the first quarter of 2002,
the Corporation repurchased 798,500 shares of its common stock at a cost of
$19.5 million. This completed the May 2001 Board authorization to repurchase an
additional 5,000,000 shares. For the nine months ended September 30, 2002, a
total of 1,002,700 shares were repurchased at a cost of $24.6 million.

The Corporation's primary sources of funds are (i) deposits, (ii) principal
repayments on loans, mortgage-backed and investment securities, (iii) advances
from the FHLB and (iv) cash generated from operations. Net cash flows used by
operating activities totaled $523.7 million and $153.7 million, respectively,
for the nine months ended September 30, 2002 and 2001. Amounts fluctuate from
period to period primarily as a result of mortgage banking activity relating to
the purchase and origination of loans for resale and the subsequent sale of such
loans.

Net cash flows provided by investing activities totaled $73.5 million for the
nine months ended September 30, 2002, and net cash flows used by investing
activities totaled $482.6 million for the nine months ended September 30, 2001.
Amounts fluctuate from period to period primarily as a result of (i) principal
repayments on loans and mortgage-backed securities, (ii) the purchases and
origination of loans and (iii) the purchases and sales of mortgage-backed and
investment securities. During the three months ended September 30, 2002 and
2001, the Corporation sold investment securities totaling $158.1 million and
$460.2 million, respectively, resulting in pre-tax gains of $11.2 million and
$13.2 million, respectively. During the nine months ended September 30, 2002 and
2001, the Corporation sold investment and mortgage-backed securities totaling
$901.1 million and $919.8 million, respectively, resulting in pre-tax gains of
$19.7 million and $22.9 million, respectively. The gains on the sales of these
available-for-sale securities for the respective periods were recognized
primarily to partially offset the valuation adjustment losses in the mortgage
servicing rights portfolio.

Net cash flows provided by financing activities totaled $441.1 million and
$606.8 million, respectively, for the nine months ended September 30, 2002 and
2001. Advances from the FHLB and deposits have been the primary sources to
balance the Corporation's funding needs during each of the periods presented.
Excluding the effect of branch sales, the Corporation experienced a net decrease
in deposits of $207.9 million for the nine months ended September 30, 2002,
compared to a net decrease of $660.9 million for the nine months ended September
30, 2001. This net decrease in deposits for the current nine months is due to
the run-off in the higher costing certificates of deposit portfolio totaling
$130.7 million and to net reductions in core deposits. Deposits decreased for
the nine months ended September 30, 2001, due to the run-off of higher costing
certificates of deposits and the reduction in brokered deposits used for funding
needs, pursuant to the Corporation's business strategy. During the nine months
ended September 30, 2002, the Corporation purchased $700.0 million in notional
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amount of swaptions at a cost of $34.3 million to hedge the call option on
$700.0 million of fixed-rate FHLB advances that are convertible into
adjustable-rate advances at the option of the Federal Home Loan Bank. No
swaptions were purchased during the quarter ended September 30, 2002. During the
nine months ended September 30, 2002 and 2001, the Corporation repurchased
shares of its common stock at a cost of $24.6 million and $127.7 million,
respectively.
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LIQUIDITY AND CAPITAL RESOURCES (Continued):
Contractual Obligations and Other Commitments:

Through the normal course of operations, the Corporation enters into certain
contractual obligations and other commitments. These obligations generally
relate to funding of operations through debt issuances as well as leases for
premises and equipment. As a financial institution, the Corporation routinely
enters into commitments to extend credit, including loan commitments, standby
letters of credit and financial guarantees. At September 30, 2002, the
Corporation issued commitments totaling approximately $908.6 million to fund and
purchase loans and securities as follows: $102.0 million of single-family
adjustable-rate mortgage loans, $392.2 million of single-family fixed-rate
mortgage loans, $148.0 million of commercial real estate loans, $17.5 million of
consumer, commercial operating and agricultural loans and approximately $248.9
million of unused lines of credit for commercial and consumer use. These
outstanding loan commitments to extend credit in order to originate loans or
fund commercial and consumer loans lines of credit do not necessarily represent
future cash requirements since many of the commitments may expire without being
drawn. The Corporation expects to fund these commitments, as necessary, from the
sources of funds previously described. In addition, at September 30, 2002, the
Corporation had approximately $1.4 billion in mandatory forward delivery
commitments to sell residential mortgage loans. The following table represents
the Corporation's significant contractual obligations at September 30, 2002, for
the next five years:

Long-Term Lease

Due September 30: Debt Obligations Total

2003 $ 56,780 $ 6,410 $ 63,190
2004 41,688 5,599 47,287
2005 - 3,408 3,408
2006 - 2,554 2,554
2007 221,725 1,963 223,688
2008 and thereafter 295,000 13,746 308,746
Totals $ 615,193 $ 33,680 $ 648,873

The maintenance of an appropriate level of liquid resources to provide funding
necessary to meet the Corporation's current business activities and obligations
is an integral element in the management of the Corporation's assets. Liquidity
levels will vary depending upon savings flows, future loan fundings, cash
operating needs, collateral requirements and general prevailing economic
conditions. The Bank does not foresee any difficulty in meeting its liquidity
requirements.

OPERATING RESULTS BY SEGMENT:
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See Note E to the Condensed Consolidated Financial Statements for additional
information on the Corporation's lines of business including tabular results of
operations for the three and nine months ended September 30, 2002 and 2001.

Commercial Banking:

The Commercial Banking segment reported net income of $8.2 million and $23.9
million, respectively, for the three and nine months ended September 30, 2002,
compared to $8.2 million and $20.5 million, respectively, for the three and nine
months ended September 30, 2001. Net interest income increased $3.4 million for
the quarter ended September 30, 2002, compared to the 2001 third quarter. For
the nine months ended September 30, 2002, net interest income increased $12.7
million compared to the nine months ended September 30, 2001. These increases in
net interest income are due primarily to the growth in the average balance of
the commercial loan portfolio during 2002 over the respective 2001 periods. The
provision for loan losses increased $1.8 million and $5.5 million, respectively,
for the three and nine months ended September 30, 2002, compared to the 2001
three and nine month periods. These increases are due to the larger commercial
loan portfolio comparing the respective periods since the loss rate applied
remained unchanged. Total other income increased $4,000 for the three months
ended September 30, 2002 and decreased $1.6 million for the nine months ended
September 30, 2002, compared to the respective 2001 periods. During the nine
months ended September 30, 2002, the Corporation recorded an impairment loss
totaling $1.9 million on a residential master planned community development in
Nevada. Total other expense increased $2.1 million and $1.8 million,
respectively, for the three and nine months ended September 30, 2002, compared
to the 2001 periods due to the allocation of net gain on branch sales and
termination costs totaling $1.6 million and $1.9 million, respectively, for the
three and nine months ended September 30, 2001.
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OPERATING RESULTS BY SEGMENT (continued) :
Mortgage Banking:

The Mortgage Banking segment reported net income of $17.1 million and $26.9
million, respectively, for the three and nine months ended September 30, 2002,
compared to $4.6 million and $9.8 million, respectively, for the three and nine
months ended September 30, 2001. Net interest income increased $5.4 million for
the quarter ended September 30, 2002, compared to the quarter ended September
30, 2001. For the nine months ended September 30, 2002, net interest income
increased $13.0 million compared to the nine months ended September 30, 2001.
These increases in net interest income comparing the respective periods are
primarily due to increases in the credit the Mortgage Banking segment received
in the 2002 periods compared to 2001 from increases in its custodial earnings
that were computed using an internal cost of funds rate. The custodial earnings
increased comparing the respective periods due to increases in escrow balances
primarily from mortgage refinancing activity. Total other income increased $15.8
million and $16.6 million for the three and nine months ended September 30,
2002, compared to the 2001 respective periods, primarily due to net gains on the
sales of warehouse loans partially offset by increases in amortization expense
of mortgage servicing rights in 2002 over 2001. Total other expense increased
$1.7 million and $2.8 million, respectively, for the three and nine months ended
September 30, 2002, compared to the respective 2001 periods due to the
allocation of net gain on branch sales and termination costs totaling $3.3
million and $3.9 million, respectively, for the three and nine months ended
September 30, 2001.

Retail Banking:
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The Retail Banking segment reported net income of $5.2 million and $13.1
million, respectively, for the three and nine months ended September 30, 2002,
compared to $9.8 million and $19.6 million, respectively, for the three and nine
months ended September 30, 2001. Net interest income decreased $768,000

and $5.9 million, respectively, for the three and nine months ended September
30, 2002, compared to the 2001 periods. These decreases in net interest income
are primarily due to lower average balances of interest-earning loans and lower
rates on such loans comparing the respective periods of 2002 to 2001. The
provision for loan losses increased $479,000 and $974,000, respectively, for the
three and nine months ended September 30, 2002 compared to the 2001 periods due
to the changes in the Retail Banking segment's loan portfolio mix. Total other
income decreased $97,000 for the three months ended September 30, 2002, compared
to the 2001 third quarter due to decreases in commission revenues from brokerage
operations. Total other income increased $854,000 for the nine months ended
September 30, 2002, compared to the nine months ended September 30, 2001,
primarily due to the increased retail fee pricing structure effective September
1, 2001, partially offset by decreases in commission revenues from brokerage
operations. Total other expense increased $6.1 million and $4.7 million for the
three and nine months ended September 30, 2002, compared to the three and nine
months ended September 30, 2001, due to the allocation of net gain on branch
sales and termination costs totaling $5.5 million and $6.5 million,
respectively, for the three and nine months ended September 30, 2001.

Treasury:

The Treasury segment reported a net loss of $3.9 million for the three months
ended September 30, 2002 and net income of $18.3 million for the nine months
ended September 30, 2002, compared to net income of $1.3 million and $22.7
million, respectively, for the three and nine months ended September 30, 2001.
Net interest income decreased $4.1 million for the 2002 third quarter compared
to the 2001 third quarter. This decrease is due primarily to the lower yield
earned on the mortgage-backed securities portfolio comparing the respective
periods. Net interest income increased $2.2 million for the nine months ended
September 30, 2002, compared to 2001 due primarily to the lower cost of borrowed
funds and the higher average balance of investment and mortgage-backed
securities for 2002 compared to 2001. The provision for loan losses decreased
$13.2 million and $14.2 million, respectively, for the three and nine months
ended September 30, 2002, compared to the 2001 periods due to a lower balance of
loans held in the Treasury segment comparing the respective periods and the
recording of additional reserves in the third quarter of 2001 from the negative
impact at that time on the ability of borrowers to pay their loans attributable
to the recessionary economic conditions present after September 2001. Total
other income was a loss of $24.5 million for the quarter ended September 30,
2002, compared to a loss of $13.7 million for 2001. This decrease in total other
income comparing the respective periods is due to a $34.8 million valuation
adjustment for impairment of the mortgage servicing rights recorded during the
2002 third quarter compared to $17.4 million during the 2001 third quarter.
These decreases were partially offset by net gains on the sales of securities
and changes in fair values of derivatives totaling $19.6 million for the 2002
third quarter and $15.4 million for the 2001 quarter. For the nine months ended
September 30, 2002 and 2001, total other income was a loss of $42.6 million and
$28.0 million, respectively. This decrease in total other income is due
primarily to valuation adjustments for impairment of the mortgage servicing
rights totaling $50.8 million recorded in the 2002 nine month period compared to
$23.0 million recorded in the nine months ended September 30, 2001. Total other
expense for the three months ended September 30, 2002 totaled $417,000 and for
the nine months ended September 30, 2002 totaled a credit of $6.9 million,
compared to credits of $725,000 and $12.3 million, respectively, for the three
and nine months ended September 30, 2001. These net changes are primarily due to
higher loan production cost allocations in the 2002 periods compared to 2001.
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CONSOLIDATED RESULTS OF OPERATIONS:

Net income for the three months ended September 30, 2002, was $26.7 million, or
$.58 per diluted share ($.59 per basic share), compared to net income of $24.0
million, or $.48 per basic and diluted share, for the three months ended
September 30, 2001. The increase in net income comparing the respective quarters
is primarily due to an increase of $3.9 million in net interest income and
decreases of $10.7 million in the provision for loan losses and $2.1 million in
the amortization of intangible assets. These increases to net income were
partially offset by a decrease of $1.3 million in total other income and an
increase of $12.4 million in general and administrative expenses.

Net income for the nine months ended September 30, 2002, was $82.2 million, or
$1.79 per diluted share ($1.81 per basic share), compared to net income of $72.6
million, or $1.41 per diluted share ($1.42 per basic share), for the nine months
ended September 30, 2001. The increase in net income comparing the respective
periods is primarily due to an increase of $22.0 million in net interest income
and decreases of $9.4 million in the provision for loan losses and $6.9 million
in the amortization of intangible assets. These increases to net income were
partially offset by a decrease of $9.6 million in total other income and
increases of $17.6 million in general and administrative expenses and $1.5
million in the provision for income taxes.

Net Interest Income:

Net interest income totaled $82.1 million for the three months ended September
30, 2002, compared to $78.2 million for the three months ended September 30,
2001, an increase of $3.9 million, or 4.9%. During the three months ended
September 30, 2002 and 2001, interest rate spreads were 2.77% and 2.70%,
respectively, an increase of seven basis points comparing periods; and the net
yield on interest-earning assets was 2.69% and 2.65%, respectively, an increase
of four basis points comparing periods. The increase in the interest rate
spreads comparing the respective periods is due primarily to a 103 basis point
decrease in the rate incurred on interest-bearing liabilities partially offset
by a 96 basis point decline in the yield received on interest-earning assets.
Total interest expense decreased $25.9 million comparing the three months ended
September 30, 2002 to 2001 due to the lower costs of funds. Total interest
income decreased $22.1 million over the same three-month periods due to the
lower yields on interest-earning assets.

Net interest income totaled $247.3 million for the nine months ended September
30, 2002, compared to $225.3 million for the nine months ended September 30,
2001, an increase of $22.0 million, or 9.8%. During the nine months ended
September 30, 2002 and 2001, interest rate spreads were 2.84% and 2.58%,
respectively, an increase of 26 basis points comparing periods; and the net
yield on interest-earning assets was 2.78% and 2.57%, respectively, an increase
of 21 basis points comparing periods. The increase in the interest rate spread
is due primarily to a 121 basis point decrease in the rate incurred on
interest-bearing liabilities partially offset by a 95 basis point decline in the
yield received on interest-earning assets. Total interest expense decreased
$97.8 million comparing the nine months ended September 30, 2002 to 2001 due to
the lower costs of funds. Total interest income decreased $75.8 million over the
same nine-month periods due to the lower yields on interest-earning assets.

Net interest income increased for the three and nine months ended September 30,
2002, compared to the respective 2001 periods due to (i) the lower interest rate
environment in which costing liabilities have been repricing downward at a
faster rate than earning assets have been repricing, (ii) the continued shift in
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the asset mix toward higher yielding commercial and consumer loans and (iii) a
shift in funding from certificates of deposit to checking and savings (core
deposits) .
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Net Interest Income (Continued):

Based on the current interest rate environment and the Corporation's gap
position, management anticipates a decline to a more sustainable level in the
net interest margin during the last three months of calendar year 2002 as
earning-assets reprice. However, the future trend in interest rate spreads and
net interest income will be dependent upon and influenced by changes in and
levels of both short-term and long-term market interest rates, and such other
factors as the composition and size of the Corporation's interest-earning assets
and interest-bearing liabilities, the interest rate risk exposure of the
Corporation and the maturity and repricing activity of interest-sensitive assets
and liabilities.

The following table presents certain information concerning yields earned on

interest-earning assets and rates incurred on interest-bearing liabilities
during and at the end of each of the periods presented:

For the Three For the Nine
Months Ended Months Ended
September 30, September 30,
2002 2001 2002 200
Weighted average yield earned on:
Loans 6.92% 7.76% 7.10% 7.9
Mortgage-backed securities 5.01 6.37 5.36 6.5
Investments 5.09 6.10 5.31 6.3
Interest-earning assets 6.41 7.37 6.61 7.5
Weighted average rate incurred on:
Savings and checking acounts (core deposits) 2.45 3.06 2.50 3.2
Certificates of deposit 3.21 5.34 3.46 5.6
Advances from FHLB 4.48 5.29 4.70 5.6
Securities sold under agreements
to repurchase 3.79 5.17 3.93 5.6
Other borrowings 6.29 5.91 5.39 7.0
Interest-bearing liabilities 3.64 4.67 3.77 4.9
Net interest rate spread 2.77% 2.70% 2.84% 2.5
Net annualized yield on
interest-earning assets 2.69% 2.65% 2.78% 2.5

23

25



Edgar Filing: COMMERCIAL FEDERAL CORP - Form 10-Q

Net Interest Income (Continued):

The following table presents average interest-earning assets and average
interest-bearing liabilities, interest income and interest expense, and average
yields and rates during the three and nine months ended September 30, 2002. This
table includes nonaccruing loans averaging $77.1 million and $74.8 million,
respectively, for the three and nine months ended September 30, 2002, as
interest-earning assets at a yield of zero percent:

Three Months Ended
September 30, 2002

Annualized
Average Yield/ Aver
Balance Interest Rate Bala
Interest-earning assets:
Loans $ 8,865,656 S 153,721 6.92% $ 8,56
Mortgage-backed securities 1,797,775 22,498 5.01 1,82
Investments 1,541,909 19,635 5.09 1,45
Interest-earning assets 12,205,340 195,854 6.41 11,84
Interest-bearing liabilities:
Savings and checking accounts (core deposits) 3,316,155 20,516 2.45 3,37
Certificates of deposit 2,870,543 23,250 3.21 2,87
Advances from FHLB 5,524,221 63,216 4.48 5,13
Securities sold under
agreements to repurchase 401,065 3,883 3.79 33
Other borrowings 184,106 2,893 6.29 23
Interest-bearing liabilities 12,296,090 113,758 3.64 11, 95
Net earnings balance $ (90, 750) $ (10
Net interest income S 82,096
Net interest rate spread 2.77%
Net annualized yield on
interest-earnings assets 2.69%

The Corporation's net earnings balance decreased $112.4 million and $126.6
million, respectively, during the three and nine months ended September 30,
2002, compared to the respective periods ended September 30, 2001. The decreases
in the net earnings balance comparing these respective periods are primarily due
to cash outlays on the purchases of swaption and interest rate floor agreements,
repurchases of common stock and income tax payments over the last twelve months.
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Net Interest Income (Continued):

The following table presents the dollar amount of changes in interest income and
expense for each major component of interest-earning assets and interest-bearing
liabilities, and the amount of change in each attributable to: (i) changes in
volume (change in volume multiplied by prior year rate), and (ii) changes in
rate (change in rate multiplied by prior year volume). The net change
attributable to change in both volume and rate, which cannot be segregated, has
been allocated proportionately to the change due to volume and the change due to
rate. This table demonstrates the effect of the change in the volume of
interest-earning assets and interest-bearing liabilities, the changes in
interest rates and the effect on the interest rate spreads previously discussed:

Three Months Ended
September 30, 2002 Compared
to September 30, 2001

Increase (Decrease) Due to

Volume Rate Total
Interest income:
Loans $ 2,488 $ (18,826) $ (16,338) S
Mortgage-backed securities 871 (6,112) (5,241)
Investments 3,118 (3,599) (481)
Interest income 6,477 (28,537) (22,060)
Interest expense:
Savings and checking accounts (core deposits) (1,984) (3,715) (5,699)
Certificates of deposit (7,491) (16,482) (23,973)
Advances from FHLB 12,664 (10,164) 2,500
Securities sold under agreements to repurchase 2,947 (466) 2,481
Other borrowings (1,487) 249 (1,238)
Interest expense 4,649 (30,578) (25,929)
Effect on net interest income S 1,828 S 2,041 S 3,869 S

Provision for Loan Losses:

The Corporation recorded loan loss provisions totaling $9.1 million and $21.3
million, respectively, for the three and nine months ended September 30, 2002,
compared to $19.8 million and $30.7 million, respectively, for the three and
nine months ended September 30, 2001. The provision for loan losses decreased in
the current quarter and nine months ended September 30, 2002, compared to the
2001 respective periods due to decreases in net loans charged-off and the
establishment of additional reserves during the 2001 third quarter from the
negative impact at that time on the ability of borrowers to pay their loans
attributable to the recessionary economic conditions present after September
2001. Net loans charged-off totaled $3.4 million for the three months ended
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September 30, 2002, compared to $4.9 million for the three months ended
September 30, 2001. The net charge-offs are lower for the current quarter
compared to the year—-ago quarter due to decreases in charge-offs for consumer
loans, construction loans, commercial real estate loans, residential loans,
credit cards and agricultural loans partially offset by an increase in
commercial operating loan charge-offs. Net loans charged off for the nine months
ended September 30, 2002, totaled $13.9 million compared to $14.2 million for
the nine months ended September 30, 2001. Net charge-offs are lower for the
current nine month period compared to the 2001 nine month period due to
decreases in charge-offs of consumer loans and agriculture loans partially
offset by increases in charge-offs of commercial real estate loans and
commercial operating loans and credit cards. The allowance for loan losses is
based upon management's continuous evaluation of the collectibility of
outstanding loans, which takes into consideration such factors as changes in the
composition of the loan portfolio and economic conditions that may affect the
borrower's ability to pay, regular examinations by the Corporation's credit
review group of specific problem loans and of the overall portfolio quality and
real estate market conditions in the Corporation's lending areas.

Management of the Corporation believes that the present level of the allowance
for loan losses is adequate to reflect the risks inherent in its portfolios.
However, there can be no assurance that the Corporation will not experience
increases in its nonperforming assets, that it will not increase the level of
its allowance in the future or that significant provisions for losses will not
be required based on factors such as deterioration in market conditions, changes
in borrowers' financial conditions, delinquencies and defaults.
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Provision for Loan Losses (Continued):

Nonperforming assets are monitored on a regular basis by the Corporation's
internal credit review and problem asset groups. Nonperforming assets are
summarized as of the dates indicated:

Nonperforming loans:
Residential real estate
Commercial real estate
Consumer and other loans

Real estate:
Commercial
Residential (includes residential development property in Nevada)

Troubled debt restructurings:
Commercial
Residential
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Nonperforming loans to total loans
Nonperforming assets to total assets

Allowance for loan losses to:
Total loans
Total nonperforming assets
Total nonperforming loans
Nonresidential nonperforming assets

(1) DNonperforming residential real estate loans at December 31, 2001, have been
restated due to a change in determining past due loans. During the June 30,
2002, quarter the Corporation changed from a methodology where the loan
system converted monthly loan payments missed on a loan to days past due in
determining delinquent residential real estate loans to a method where the
number of days past due are determined by the number of contractually
delinquent loan payments. This change in determining these delingquent loans
conforms the Corporation's reporting with the Bank's regulatory thrift
financial reporting and aligns the Corporation's reporting of delinquencies
with its peers. This change in methods reduced nonperforming residential
real estate loans by $10.8 million and $10.7 million, respectively, at
September 30, 2002, and December 31, 2001.

Nonperforming loans at September 30, 2002, decreased by $553,000 compared to
December 31, 2001, primarily due to decreases in the residential portfolio
totaling $7.9 million and the consumer portfolio totaling $700, 000 partially
offset by increases in the commercial real estate portfolio totaling $4.4
million, the commercial operating portfolio totaling $2.8 million and the
agricultural portfolio totaling $956,000. The $5.0 million net decrease in real
estate at September 30, 2002, compared to December 31, 2001, is due to the sale
of a commercial construction property totaling $3.9 million and by a net
decrease in commercial real estate totaling $1.6 million primarily from
impairment loss write offs and sales of other commercial real estate properties.
The $1.6 million decrease in troubled debt restructurings at September 30, 2002,
compared to December 31, 2001, is primarily due to the reclassification of seven
loans to performing status during the September 2002 quarter.
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Retail Fees and Charges:

Retail fees and charges totaled $14.6 million and $40.9 million, respectively,
for the three and nine months ended September 30, 2002, compared to $13.4
million and $39.1 million, respectively, for the three and nine months ended
September 30, 2001. The reasons for the increases over the prior year periods
are due to an increased retail fee pricing structure effective September 1,
2001, and increases in the volume of checking accounts.

Loan Servicing Fees and Mortgage Servicing Rights Valuation Adjustment:
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The major components of loan servicing fees for the periods indicated and the
amount of loans serviced for other institutions are as follows:

Three Months Ended
September 30,

2002 2001
Revenue from loan servicing fees S 8,039 S 8,113 S
Revenue from late loan payment fees 1,617 1,636
Amortization of mortgage servicing rights (6,894) (5,000)
Loan servicing fees, net S 2,762 S 4,749 S
Valuation adjustments for impairment S (34,754) $ (17,385) S
Loans serviced for other institutions at September 30 S

The amount of revenue generated from loan servicing fees is due to changes in
the average size of the Corporation's portfolio of mortgage loans serviced for
other institutions and the level of rates for service fees collected partially
offset by the amortization expense of mortgage servicing rights and adjustments
to the valuation allowance. The loan servicing fees category also includes fees
collected for late loan payments. The net decreases in revenue from loan
servicing fees comparing the respective three and nine month periods of 2002 to
2001 are due to a lower level of service fee rates comparing the respective
periods slightly offset by a higher average balance of mortgage loans serviced
for others. The increases in amortization expense of mortgage servicing rights
reflects an increase in loan prepayments due to the lower interest rate
environment comparing the respective periods. The amount of amortization expense
of mortgage servicing rights is determined, in part, by mortgage loan pay-downs
in the servicing portfolio that are influenced by changes in interest rates.
Valuation adjustments totaling $34.8 million and $50.8 million, respectively, in
impairment losses were recorded during the three and nine months ended September
30, 2002, as a reduction of the carrying amount of the mortgage servicing rights
portfolio. This compares to valuation adjustments totaling $17.4 million and
$23.0 million, respectively, recorded during the three and nine months ended
September 30, 2001. Changes in the wvaluation allowance are due to increases or
decreases in estimated prepayments of loans resulting from changes in interest
rates. At September 30, 2002, the valuation allowance on the mortgage servicing
rights portfolio totaled $70.5 million compared to $23.6 million at September
30, 2001.

The fair value of the Corporation's loan servicing portfolio increases as
mortgage interest rates rise and loan prepayments decrease. It is expected that
income generated from the Corporation's loan servicing portfolio will increase
in such an environment. However, this positive effect on the Corporation's
income is offset, in part, by a decrease in additional servicing fee income
attributable to new loan originations, which historically decrease in periods of
higher, or increasing, mortgage interest rates, and by an increase in expenses
from loan production costs since a portion of such costs cannot be deferred due
to lower loan originations. Conversely, the value of the Corporation's loan
servicing portfolio will decrease as mortgage interest rates decline.
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Gain on Sales of Securities and Changes in Fair Values of Derivatives, Net:

During the three and nine months ended September 30, 2002 and 2001, the
following transactions were recorded:

Three Months
September

Gain (loss) on the sales of available-for-sale securities:
Investment securities $ 11,159 $
Mortgages-backed securities -

Net gain on sales 11,159
Changes in the fair value of interest rate floor

agreements not qualifying for hedge accounting 8,931
Amortization expense on the deferred loss

on terminated interest rate swap agreements (509)
Other items (6)
Gain on the sales of securities and changes in fair values of derivatives, net $ 19,575 S

During the three and nine months ended September 30, 2002, the Corporation sold
available-for-sale investment securities totaling $158.1 million and $882.6
million, respectively, resulting in pre-tax gains of $11.2 million and $20.1
million. The gains on the sales of these investment securities were realized to
partially offset the valuation adjustment losses totaling $34.8 million and
$50.8 million, respectively, in the mortgage servicing rights portfolio recorded
in the three and nine months ended September 30, 2002. For the three and nine
months ended September 30, 2001, the Corporation sold available-for-sale
investment and mortgage-backed securities totaling $460.3 million and $919.8
million, respectively, resulting in pre-tax gains of $13.2 million and $22.9
million. The net gains on the sales of these securities were realized to
partially offset the valuation adjustment losses recorded in the mortgage
servicing rights portfolio totaling $17.4 million and $23.0 million,
respectively, for the three and nine months ended September 30, 2001.

During the three months ended September 30, 2002, the Corporation entered into
interest rate floor agreements with notional amounts totaling $550.0 million. At
September 30, 2002, the Corporation had interest rate floor agreements with
notional amounts totaling $1.0 billion and with net gain market value
adjustments totaling $8.9 million and $10.1 million, respectively, recorded
during the three and nine months ended September 30, 2002. These interest rate
floor agreements are used to protect the fair value of the mortgage servicing
rights portfolio due to impairment exposure risk from declining interest rates.

Gain on Sales of Loans:

The Corporation recorded net gains on (i) the sales of loans and (ii) changes in
the fair values of derivative financial instruments and certain hedged items
during the three and nine months ended September 30, 2002, totaling $14.7
million and $21.6 million, respectively, compared to net gains of $3.4 million
and $1.6 million, respectively, for the three and nine months ended September
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30, 2001. During the three and nine months ended September 30, 2002, loans
totaling $1.2 billion and $2.3 billion, respectively, were sold resulting in
pre-tax gains of $7.4 million and $16.0 million. During the three and nine
months ended September 30, 2001, loans totaling $664.9 million and $2.0 billion,
respectively, were sold resulting in a pre-tax gain of $3.3 million for the
quarter ended September 30, 2001 and a pre-tax loss of $925,000 for the nine
months ended September 30, 2001. Loans are typically originated by the mortgage
banking operations and sold in the secondary market with loan servicing retained
and without recourse to the Corporation.

The Corporation's derivative financial instruments (forward loan sales
commitments and conforming commitments to originate loans) and certain hedged
items (warehouse loans) are recorded at fair value with the changes in fair
value reported in current earnings. For the three and nine months ended
September 30, 2002, the net changes in the fair values of these derivative
financial instruments and certain hedged items resulted in net gains
approximating $7.3 million and $5.7 million, respectively. These changes in fair
values compare to net gains totaling $136,000 and $2.5 million, respectively,
recorded for the three and nine months ended September 30, 2001.
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Real Estate Operations:

The Corporation recorded net losses from real estate operations totaling $1.2
million and $4.8 million, respectively, for the three and nine months ended
September 30, 2002, compared to net losses of $1.4 million and $3.2 million,
respectively, for the three and nine months ended September 30, 2001. Real
estate operations reflect impairment losses for real estate, net real estate
operating activity, and gains and losses on dispositions of foreclosed real
estate. The loss for real estate operations decreased for the three months ended
September 30, 2002, compared to the 2001 period primarily due to increases in
the net gains on the dispositions of properties during the 2002 period compared
to 2001. The net increase in the loss for real estate operations for the nine
months ended September 30, 2002, compared to the 2001 period is primarily due to
an impairment loss totaling $1.9 million recorded in 2002 on a residential
master planned community development in Nevada.

Other Operating Income:

Other operating income totaled $8.8 million and $25.2 million, respectively, for
the three and nine months ended September 30, 2002, compared to $7.5 million and
$23.6 million, respectively, for the three and nine months ended September 30,
2001. Miscellaneous mortgage loan income increased $1.7 million and $4.1
million, respectively, for the three and nine months ended September 30, 2002,
compared to the 2001 periods due to an increase in fees on correspondent
brokered loans. Partially offsetting this increase for the nine months ended
September 30, 2002, compared to 2001 is a net decrease of $1.4 million due to
net losses on the sales and write-downs of certain corporate fixed assets. Other
components of other operating income are brokerage commissions, credit life and
disability commissions and insurance commissions. These components totaled $4.2
million and $13.0 million, respectively, for the three and nine months ended
September 30, 2002, compared to $4.3 million and $13.8 million, respectively,
for the 2001 periods. Brokerage commissions decreased $551,000 and $1.7 million,
respectively, for the three and nine months ended September 30, 2002, compared
to the respective 2001 periods due to decreased volumes of customer
transactions. Credit life and disability commissions increased $397,000 and
$702,000, respectively, for the three and nine months ended September 30, 2002,
compared to the respective 2001 periods due to increased volumes in policies
written.
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General and Administrative Expenses:

Total general and administrative expenses, excluding exit costs and termination
benefits, approximated $62.0 million and $185.1 million, respectively, for the
three and nine months ended September 30, 2002, compared to $60.6 million and
$180.5 million, respectively, for the three and nine months ended September 30,
2001. The net increase in the 2002 third quarter compared to the 2001 third
quarter is primarily due to increases in compensation and benefits and
advertising partially offset by lower expenses resulting from the reduction in
branches, management's emphasis on tighter cost controls and a net gain on the
sale of four Minnesota branches totaling $876,000. Compensation and benefits
increased $2.3 million in the three months ended September 30, 2002, over the
2001 third quarter and advertising increased $687,000 comparing the same
periods. The increase in compensation and benefits is primarily due to annual
merit increases effective March 1, 2002, for certain employees and other
incentive bonuses. The increase in advertising is for the expanded promotion of
products relating to checking accounts, consumer loans and business banking.

The net increase for the nine months ended September 30, 2002 compared to 2001
is also primarily due to increases in compensation and benefits and advertising
partially offset by lower expenses due to the reduction in branches and
management's emphasis on tighter cost controls. Compensation and benefits
increased $7.4 million for the nine months ended September 30, 2002, over 2001
and advertising increased $2.8 million over the same periods. The increase in
compensation and benefits is primarily due to (i) the employer taxes paid on the
management incentive plan bonuses paid on March 1, 2002, (ii) annual merit
increases to all executives and managers and (iii) other incentive bonuses. The
increase in advertising is for the expanded promotion of products relating to
checking accounts, consumer loans and business banking.

Exit Costs and Termination Benefits:

No gain or loss for exit costs and termination benefits was recorded for the
three and nine months ended September 30, 2002. The Corporation realized net
gains for the three and nine months ended September 30, 2001, totaling $11.0
million and $13.0 million, respectively. These net gains were from premiums
received on the sale of branches ($15.6 million) partially offset by severance
costs associated with right-sizing branch personnel and expenses to close
branches ($440,000 and $1.8 million for the three and nine months ended
September 30, 2001), as well as additional expenses totaling $754,000 to
finalize the sale of the leasing portfolio.
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Amortization of Core Value of Deposits and Goodwill:

For the three and nine months ended September 30, 2002, amortization of core
value of deposits totaled $1.5 million and $4.8 million, respectively, compared
to $1.7 million and $5.5 million for the three and nine months ended September
30, 2001. The net decreases in amortization expense for the three and nine
months ended September 30, 2002, compared to 2001 are primarily due to core
value of deposits amortizing on an accelerated basis in earlier years.

Effective January 1, 2002, the Corporation adopted SFAS No. 142. Therefore,
beginning in 2002, goodwill is no longer subject to amortization, but will be
evaluated for impairment at least on an annual basis. During the quarter ended
June 30, 2002, the Corporation completed its transitional impairment test on its
goodwill as of January 1, 2002, as required by SFAS No. 142. No impairment loss
was recognized as a result of this test. For calendar year 2002, goodwill
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totaling $7.8 million, or approximately $.16 per share, will not be amortized
pursuant to SFAS No. 142. For the three and nine months ended September 30,
2001, amortization of goodwill totaled $2.0 million and $6.2 million,
respectively. See Note B "Implementation of SFAS No. 142 - Goodwill and
Intangible Assets" in the Notes to Condensed Consolidated Financial Statements
for additional information.

Provision for Income Taxes:

The provision for income taxes totaled $10.9 million and $33.9 million,
respectively, for the three and nine months ended September 30, 2002, compared
to $10.6 million and $32.4 million, respectively, for the three and nine months
ended September 30, 2001. The effective income tax rates for the three and nine
months ended September 30, 2002, were 29.1% and 29.2%, respectively, compared to
30.7% and 30.8%, respectively, for the three and nine months ended September 30,
2001. The effective income tax rates are lower for the current quarter and nine
months compared to the respective 2001 periods due to the cessation of goodwill
amortization effective January 1, 2002, and to increases in tax-exempt interest
income and tax credits. The effective tax rates for the three and nine months
ended September 30, 2002 and 2001, vary from the statutory rate primarily due to
tax benefits from the bank owned life insurance, tax-exempt interest income and
tax credits.

Item 3. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Information as of September 30, 2002, concerning the Corporation's exposure to
market risk, which has remained relatively unchanged from December 31, 2001, is
incorporated by reference under Item 7A "Quantitative and Qualitative
Disclosures About Market Risk" in the Corporation's Annual Report on Form 10-K
for the Corporation's year ended December 31, 2001.

Item 4. CONTROLS AND PROCEDURES

The Corporation's Chief Executive Officer and Chief Financial Officer have
evaluated the Corporation's disclosure controls and procedures (as such term is
defined in Rule 13a-14 (c) under the Exchange Act) as of a date within 90 days
of the date of filing of this Form 10-Q. Based upon such evaluation, the
Corporation's Chief Executive Officer and Chief Financial Officer have concluded
that such controls and procedures are effective to ensure that the information
required to be disclosed by the Corporation in the reports it files under the
Exchange Act is gathered, analyzed and disclosed with adequate timeliness. It
should be noted that most systems of controls can only provide reasonable
assurance of the objectives the systems are designed to obtain. The reliability
of any system of controls is based in part upon certain assumptions about the
likelihood of future events, and there can be no assurance that any design will
succeed in achieving its stated goals under all potential future conditions,
regardless of how remote.

There have been no significant changes in the Corporation's internal controls or
in other factors that could significantly affect internal controls subsequent to
the date of the evaluation described above.
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PART II. OTHER INFORMATION

Item 6. Exhibits and Reports on Form 8-K
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(a) Exhibits:

99.1 - Chief Executive Officer's Certificate Pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

99.2 - Chief Financial Officer's Certificate Pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

(b) Reports on Form 8-K:

No reports on Form 8-K were filed during the three months ended
September 30, 2002.
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SIGNATURES

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

COMMERCIAL FEDERAL CORPORATION
(Registrant)

Date: November 14, 2002 /s/ David S. Fisher
David S. Fisher, Executive Vice President
and Chief Financial Officer
(Principal Financial Officer)

Date: November 14, 2002 /s/ Gary L. Matter
Gary L. Matter, Senior Vice President,
Controller and Secretary
(Principal Accounting Officer)
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CERTIFICATIONS

I, William A. Fitzgerald, Chairman of the Board and Chief Executive Officer,
certify that:

1. I have reviewed this quarterly report on Form 10-Q of Commercial Federal
Corporation;

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

3. Based on my knowledge, the financial statements, and other financial
information included in this quarterly report, fairly present in all material
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respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

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

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

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

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

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

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

b) any fraud, whether or not material, that involves management or other
employees who have a significant role in the registrant's internal
controls; and

6. The registrant's other certifying officers and I have indicated in this
quarterly report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any
corrective actions with regard to significant deficiencies and material
weaknesses.

Date: November 14, 2002
/s/ William A. Fitzgerald

William A. Fitzgerald
Chairman of the Board and Chief Executive
Officer

33

CERTIFICATIONS

I, David S. Fisher, Executive Vice President and Chief Financial Officer,
certify that:

1. I have reviewed this quarterly report on Form 10-Q of Commercial Federal
Corporation;
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2. Based on my knowledge, this quarterly report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by
this quarterly report;

3. Based on my knowledge, the financial statements, and other financial
information included in this quarterly report, fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

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

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

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

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

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

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

b) any fraud, whether or not material, that involves management or other
employees who have a significant role in the registrant's internal
controls; and

6. The registrant's other certifying officers and I have indicated in this
quarterly report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any
corrective actions with regard to significant deficiencies and material
weaknesses.

Date: November 14, 2002
/s/ David S. Fisher

David S. Fisher
Executive Vice President and Chief Financial
Officer
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