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NOTE REGARDING FORWARD -LOOKING STATEMENTS

This report includes forwarlboking statements, which include forecasts of our financial results and condition, expectations for our oper
and business, and our assumptions for those forecasts and expectations. Do not rely unduly clotkingustatements. Actual results might dif
significantly from our forecasts and expectations. See Item 1A. "Risk Factors."

This document includes forwatdoking information, which is subject to the "safe harbor" created by section 27A of the Securities Act of
amended, and section 21E of the Securities Exchange Act of 1934, as aritéadealy make forwartboking statements in our SEC filings, press
releases, news articles, conference calls with analysts and stockholders and when we are speaking on behalf of UnionBanCal Corporation
looking statements can be identified by the fact that they do not relate strictly to historical or current facts. Often, they include the words "b
"expect,” "target," "anticipate,” "intend," "plan," "seek," "estimate," "potential," "project," or words of similar meaning, or future or conditions
such as "will," "would," "should," "could," "might," or "may." These forwdodking statements are intended to provide investors with additionz
information with which they may assess our future potential. All of these foilwakihg statements are based on assumptions about an uncert
future and are based on information available to us at the date of these statements. We do not undertake to updatekiogisdade ments to
reflect facts, circumstances, assumptions or events that occur after the date theltmkagdstatements are made.

In this document, for example, we make forwhrdking statements, which discuss our expectations about:

- Our business strategies, the growth of our business and our competitive position

- Our assessment of significant factors and developments that have affected and may affect our results
Pending legal and regulatory actions, and future legislative and regulatory developments

Increased regulatory controls and processes regarding Bank Secrecy Act andreytiaundering matters, and their costs and impact o
business

. The costs and effects of litigation, investigations, regulatory actions, or similar matters, or adverse facts and developments related
- Our ability to meet regulatory requirements
- Credit quality and provision for credit losses
. The unallocated portion of our allowances for credit losses
Net interest income and effects on net interest income, including expense from derivative hedges
. The impact of increases in interest rates and growth in our commercial loan portfolio on our net interest margin
. Deposit renewals
. Our ability and intent to hold various assets
. The formation of financial subsidiaries

. Our sensitivity to and management of market risk, including changes in interest rates, and the economic outlook of any particular re
u.s.

- The market sensitivity of our securities portfolios, our hedging strategies and the asset sensitivity of our balance sheet
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Potential dividend restrictions
. Taxes
. Off-balance sheet arrangements
- Critical accounting policies and estimates and the impact of recent accounting pronouncements
- Our insurance coverage
Estimated pension and health costs and the investment objectives and asset allocation strategy of our pension plan and health pli
Decisions to downsize, sell or close units or otherwise change our business mix
. Our strategies and expectations regarding capital levels, returning excess capital to stockholders and strategic acquisitions
. The impact and timing of the sale of agency securities and reinvestment of those funds
- The relationship between our business and that of The Bank of Idityabishi UFJ, Ltd.
- The impact of strategic investments on our business and benefits of marketing alliances
Impact of the sale of our international correspondent banking business and the timing and transition of the business and customer

There are numerous risks and uncertainties that could and will cause actual results to differ materially from those discussed inlookfog.
statements. Many of these factors are beyond our ability to control or predict and could have a material adverse effect on our stock price, 1
condition, and results of operations or prospects. Such risks and uncertainties include, but are not limited to those listed below in Item 1A.
Factors."”

Readers of this document should not rely unduly on fordaoking information and should consider all uncertainties and risks disclosed
throughout this document and in our other reports to the SEC, including, but not limited to, those discussed below. Any factor described ir
could by itself, or together with one or more other factors, adversely affect our business, future prospects, results of operations or financia
There are also other factors that we have not described in this report and our other reports that could cause our results to differ from our €

PART I

Item 1. Business

All reports that we file electronically with the Securities and Exchange Commission (SEC), including the Annual Reports ofkKi-Quaitérly
Reports on Form 1Q, and current reports on ForrK8 as well as any amendments to those reports, are accessible at no cost on our internet
at www.uboc.com as soon as reasonably practicable after we electronically file such reports with, or furnish them to, the SEC. These filings
accessible on the SECwebsite at www.sec.gov.

General

UnionBanCal Corporation through its banking subsidiary, Union Bank of California, N.A., provides a wide range of financial services to
consumers, small businesses, midulgrket companies and major corporations, primarily in California, Oregon, and Washington, and nationall
internationally as well. In January 2006, The Bank of Telyjtsubishi, Ltd. and UFJ Bank Limited merged to form The Bank of Takytsubishi UFJ,
Ltd. At December 31, 2005, The Bank of Tokyiitsubishi UFJ, Ltd., our majority owner, which is a whedlwned subsidiary of Mitsubishi UFJ
Financial Group, Inc., formerly known as Mitsubishi Tokyo Financial Group, Inc., owned approximately 63 percent of our outstanding commc

Banking Lines of Business

Our operations are divided into two primary segments, which are described more fully in "Business Segments" of our ManBggruesion
and Analysis of Financial Condition and Results of Operations and in Note 26 to our Consolidated Financial Statements included in this Ar

The Community Banking and Investment Services Grotigs group offers its customers a broad spectrum of financial products under o
convenient umbrella. With a diverse line of checking and savings, investment, loan-aadddeébanking products, individual and business clien
can all have their specific needs met. These products are offered in 2d&¥ide branches, primarily in California, as well as in Oregon and
Washington. In addition, the group offers international and settlement servizaskiag through our website, check cashing services at our Ca
Save® locations and loan and investment products tailored to our high net worth individual customers through our offices of The Private Be
Institutional customers are offered employee benefit, 401(k) administration, corporate trust, securities lending and custody (global and dorr
services. The group also includes a registered brdéaler and a registered investment advisor, which provide securities brokerage and inves
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advisory services and manage a proprietary mutual fund family. Our insurance services group offers our customers a vaeffgctiveosk
management services and insurance products.

The Commercial Financial Services GroufThis group offers a variety of commercial financial services, including commercial loans and |
financing, real estate financing, asbased financing, trade finance and letters of credit, lease financing, customized cash management serv
selected capital markets products. The gregpstomers include middiearket companies, large corporations, real estate companies and other
specialized industry customers. In addition, specialized depository services are offered to title and escrow companies, retailers, domestic fi
institutions, bankruptcy trustees and other customers with significant deposit volumes.

In September 2005, we signed a definitive agreement to sell our international correspondent banking business to Wachovia Bank, N.A
principal legal closing took place on October 6, 2005 with us receiving $245 million in cash from Wachovia. We will continue to operate the t
over a transition period which is expected to extend into the second quarter of 2006, during which we expect the majority of our internatione
correspondent bank customers will transfer to Wachovia.

Competition

Banking is a highly competitive business. We compete actively for loan, deposit, and other financial services business in California, O
Washington, as well as nationally and internationally. Our competitors include a large number of state and national banks, thrift institutions
unions, finance companies, mortgage banks and major feaffijated or foreign banks, as well as many financial and nonfinancial firms that
offer services similar to those offered by us, including many large securities firms. Some of our competitors are community or regional bank
strong local market positions. Other competitors include large financial institutions that have substantial capital, technology and marketing
which are well in excess of ours. Such large financial institutions may have greater access to capital at a lower cost than us, which may ad\
our ability to compete effectively.

Technology and other changes increasingly allow parties to complete financial transactions electronically, and in many cases, without
example, consumers can pay bills and transfer funds over the internet and by telephone without banks .-béarkyfimamcial service providers
have lower overhead costs and are subject to fewer regulatory constraints. If consumers do not use banks to complete their financial tran
could potentially lose fee income, deposits and income generated from those deposits.

Changes in federal law have made it easier folobgtate banks to enter and compete in the states in which we operate. TheNR&gle
Interstate Banking and Branching Efficiency Act of 1994 (the Ribiglal Act), among other things, eliminated substantially all state law barriers 1
acquisition of banks by owdf-state bank holding companies. A bank holding company may acquire banks in states other than its home stat
regard to the permissibility of such acquisitions under state law, but subject to any state requirement that the acquired bank has been org
operating for a minimum period of time (not to exceed five years), and the requirement that the acquiring bank holding company, prior to or f
the proposed acquisition, controls no more than 10 percent of the total amount of deposits of the insured depository institutions in the Un
and no more than 30 percent of such deposits in that state (or such lesser or greater amount as may be established by state laMeallfeRi¢
also permits banks to acquire branches located in another state by purchasing or merging with a bank chartered in that state or a national
association having its headquarters located in that state.

Banks, securities firms, and insurance companies can now combine as a "financial holding company." Financial holding companies ca
virtually any type of financial service, including banking, securities underwriting, insurance (both agency and underwriting), and merchant t
Many of our competitors have elected to become financial holding companies. Recently, a number of foreign banks have attained financial
company status in the U.S., further increasing competition in the U.S. market. Under current regulatory interpretations, Mitsubishi UFJ Finau
Group, Inc. would be required to attain financial holding company status in order for us to be able to become a financial holding company. |
UFJ Financial Group, Inc. is not presently a financial holding company.

We believe that continued emphasis on enhanced services and distribution systems, an expanded customer base, increased produc
and strong credit quality, together with a substantial capital base, will position us to meet the challenges provided by this competition.
Monetary Policy and Economic Conditions

Our earnings and businesses are affected not only by general economic conditions (both domestic and international), but also by the
policies of various governmental regulatory authorities of the United States and foreign governments and international agencies. In particu
earnings and growth
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may be affected by actions of the Federal Reserve Board in connection with its implementation of national monetary policy through its oper
operations in United States Government securities, control of the discount rate and establishment of reserve requirements against both m
non-member financial institutionsleposits. These actions have a significant effect on the overall growth and distribution of loans and leases
investments and deposits, as well as on the rates earned on securities, loans and leases or paid on deposits. It is difficult to predict future
monetary policies and their effect on our business.

Supervision and Regulation

Overview. Bank holding companies and banks are extensively regulated under both federal and state law. This regulation is intended |
the protection of depositors, the deposit insurance fund, and other clients of the institution, and not for the benefit of the investors of the t
company. Set forth below is a summary description of the material laws and regulations that relate to our operation and those of our subsic
including Union Bank of California, N.A.

Bank Holding Company ActWe, Mitsubishi UFJ Financial Group, Inc. and The Bank of Telyisubishi UFJ, Ltd., are subject to regulatior
under the Bank Holding Company Act of 1956, as amended, (BHCA) which subjects us to Federal Reserve Board reporting and examinatio
requirements. Generally, the BHCA restricts our ability to invest inb@orking entities, and we may not acquire more than 5 percent of the votir
shares of any domestic bank without the prior approval of the Federal Reserve Board. Our activities are limited, with some exceptions, to b
business of managing or controlling banks, and other activities, which the Federal Reserve Board deems to be so closely related to bankil
proper incident thereto.

Under Federal Reserve Board regulations, a bank holding company is required to serve as a source of financial and managerial stren
subsidiary banks and may not conduct its operations in an unsafe or unsound manner. Under this policy, the Federal Reserve Board may
holding company to contribute additional capital to an undercapitalized subsidiary bank.

Comptroller of the Currency Union Bank of California, N.A., as a national bank association, is subject to broad federal regulation and ¢
extending to all its operations by the Office of the Comptroller of the Currency, its primary regulator, and also by the Federal Reserve Boarc
Federal Deposit Insurance Corporation. As part of this authority, Union Bank of California, N.A., is required to file periodic reports with the C
of the Currency and is subject to periodic examination by the Comptroller of the Currency.

The Comptroller of the Currency has extensive enforcement authority over all national banks. If, as a result of an examination of a bankt
Comptroller of the Currency determines that the financial condition, capital resources, asset quality, earnings prospects, management, liqu
aspects of the baikoperations are unsatisfactory or that the bank or its management is violating or has violated any law or regulations, ve
remedies are available to the Comptroller of the Currency. These remedies include the power to enjoin "unsafe or unsound" practices, to re
affirmative action to correct any conditions resulting from any violation or practice, to issue an administrative order that can be judicially enf
direct an increase in capital, to restrict the growth of the bank, to assess civil monetary penalties, to remove officers and directors, and ultir
terminate the bank deposit insurance. The Comptroller of the Currency, as well as other federal agencies, have adopted regulations and g
establishing safety and soundness standards, including but not limited to such matters as loan underwriting and documentation, internal
audit systems, interest rate risk exposure, asset quality and earnings and compensation and other employee benefits.

Other Regulatory OversightOur subsidiaries are also subject to extensive regulation, supervision, and examination by various other fe
and state regulatory agencies. In addition, Union Bank of California, N.A. and its subsidiaries are subject to certain restrictions under the F
Reserve Act, including restrictions on affiliate transactions. As a holding company, the principal source of our cash has

been dividends and interest received from Union Bank of California, N.A. Dividends payable by Union Bank of California, N.A. to us are sub
restrictions under a formula imposed by the Office of the Comptroller of the Currency unless express approval is given to exceed these limil
more information regarding restrictions on loans and dividends by Union Bank of California, N.A. to its affiliates and on transactions with aff
Notes 20 and 25 to our Consolidated Financial Statements included in this Annual Report.

The Federal Deposit Insurance Corporation Improvement Act of 1991 (FDICIA) requires federal bank regulatory authorities to take "pra
corrective action" in dealing with inadequately capitalized banks. FDICIA established five tiers of capital measurement ranging-rapitahizdd"
to “critically undercapitalized." It is our policy to maintain capital ratios above the minimum regulatory requirements foapitedized" institutions
for both Union Bank of California, N.A. and us. Management believes that, at December 31, 2005, Union Bank of California, N.A. and we met
requirements for "weltapitalized" institutions.

The activities of Union Bank of California, N.A. subsidiaries, HighMark Capital Management, Inc. and UnionBanc Investment Services L
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subject to the rules and regulations of the SEC, as well as those of state securities regulators. UnionBanc Investment Services LLC is alsc
rules and regulations of the National Association of Securities Dealers (NASD).

UnionBanc Insurance Services, Inc., (formerly Armstrong/Robitaille, Inc., John Burnham & Company, and Tanner Insurance Brokers, Ir
indirect subsidiary of Union Bank of California, N.A., and is subject to the rules and regulations of the California Department of Insurance, a
insurance regulators of other states.

Deposits of Union Bank of California, N.A. are insured up to statutory limits by the Federal Deposit Insurance Corporation (FDIC) and,
accordingly, are subjected to deposit insurance assessments to maintain the Bank Insurance Fund (BIF) and the Savings Association Ins
(SAIF) administered by the FDIC. The Safe and Fair Deposit Insurance Act of 2005, signed into law on February 8, 2006, provides for the m
BIF and the SAIF into a single insurance fund called the Deposit Insurance Fund. Union Bank of California, N.A. currently pays no insuranc
assessments on these deposits under the’BDiEErelated assessment system.

There are additional requirements and restrictions in the laws of the United States and the states of California, Oregon, and Washingt
other states in which Union Bank of California, N.A. and its subsidiaries may conduct operations. These include restrictions on the levels o
and the nature and amount of investments, as well as activities as an underwriter of securities, the opening and closing of branches and t
of other financial institutionsThe consumer lending and finance activities of Union Bank of California, N.A. are also subject to extensive regu
under various Federal and state laws. These statutes impose requirements on the making, enforcement and collection of consumer loans
types of disclosures that need to be made in connection with such loans.

Union Bank of California, N.A. is also subject to the Community Reinvestment Act (CRA). The CRA generally requires the federal banki
agencies to evaluate the record of a financial institution in meeting the needs of local communities, including foaderatencome
neighborhoods. In addition to substantive penalties and corrective measures that may be required for a violation of certain fair lending law:
banking agencies may take compliance with such laws and CRA into account when regulating and supervising other activities, and in eval
whether to approve applications for permission to engage in new activities or for acquisitions of other banks or companies. An unsatisfacti
may be the basis for denying the application. Based on the most current examination report dated March 31, 2001, Union Bank of California
rated "satisfactory."

The remaining international activities of Union Bank of California, N.A. are subject to the laws and regulations of the jurisdiction where
being conducted, which may change from time to time and

affect Union Bank of California, N.As business opportunities and competitiveness in these jurisdictions. Furthermore, due to The Bank of Tt
Mitsubishi UFJs controlling ownership of us, regulatory requirements adopted or enforced by the Government of Japan may have an effec
activities and investments of Union Bank of California, N.A. and us in the future.

GLB Act. The GrammLeachBliley (GLB) Act allows "financial holding companies" to offer banking, insurance, securities and other financ
products. Among other things, the GLB Act amended section 4 of the BHCA in order to provide a framework for engaging in new financial a
bank holding companies. A bank holding company may elect to become a financial holding company if all of its subsidiary insured depositc
institutions are weltapitalized and welnanaged. The Federal Reserve Board may determine to not allow the election to become effective if it
the subsidiary depository institutions are not vealpitalized and welnanaged. Under current Federal Reserve Board interpretations, a foreign
holding company, which controls a subsidiary U.S. bank holding company, such as Mitsubishi UFJ Financial Group, Inc., must make the el¢
addition, the foreign bank holding company (if it is a bank itself) must becapitalized and welnanaged in accordance with standards compara
those required of U.S. banks as determined by the Federal Reserve Board and its U.S. bank subsidiaries must have a "satisfactory" or bet
rating. Mitsubishi UFJ Financial Group, Inc. is not presently a financial holding company under the GLB Act.

Under the GLB Act, "financial subsidiaries" of banks may engage in some types of activities beyond those permitted to banks themse
provided certain conditions are mefion Bank of California, N.A., has no plans to seek to form any "financial subsidiaries" in the near future.

Bank Secrecy ActThe banking industry is now subject to significantly increased regulatory controls and processes regarding the Ban
Act and antimoney laundering matters. This may adversely affect the ability to obtain regulatory approvals for future initiatives requiring rec
approval, including acquisitions. Under the USA PATRIOT Act, federal banking regulators must consider the effectiveness of a financialdgn
antimoney laundering program prior to approving an application for a merger, acquisition or other activities requiring regulatory approval. F
information regarding certain regulatory matters that may adversely affect our ability to expand through acquisitions, see "Regulatory Matt
Managemernis Discussion and Analysis of Financial Condition and Results of Operations.

SarbanegOxley Act. On July 30, 2002, in response to various high profile corporate scandals, the United States Congress enacted the
Oxley Act of 2002. The Sarban@xley Act aims to restore the credibility lost as a result of these scandals by addressing, among other issue
corporate governance, auditing and accounting, executive compensation, and enhanced and timely disclosure of corporate information. Tt
Stock Exchange has adopted, and the SEC has approved, additional corporate governance rules. The new rules are intended to allow sto
more easily and effectively monitor the performance of companies and directors.
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Among other provisions, Section 302(a) of the Sarb&hdsy Act requires that our Chief Executive Officer and Chief Financial Officer certify
our quarterly and annual reports do not contain any untrue statement or omission of a material fact. Specific requirements of the certificatic
having these officers confirm that they are responsible for establishing, maintaining and regularly evaluating the effectiveness of our disclc
controls and procedures; they have made certain disclosures to our auditors and Audit Committee about our internal controls; and they h
information in our quarterly and annual reports about their evaluation and whether there have been significant changes in our internal con
other factors that could significantly affect internal controls subsequent to their evaluation.

In addition, Section 404 of the Sarbai@@dey Act and the SEG rules and regulations thereunder require our management to evaluate, wi
participation of our principal executive and principal financial officers, the effectiveness, as of the end of each fiscal year, of our internal con
financial reporting. Our management must then provide a report on our internal control over financial reporting that contains, among other 1
statement of their responsibility for establishing and maintaining adequate internal

control over financial reporting, and a statement identifying the framework we used to evaluate the effectiveness of our internal control ovel
reporting.

In response to these requirements, we have established a Disclosure Committee to monitor compliance with these rules. Membership
Disclosure Committee is comprised of senior management from throughout our organization whom we believe collectively provide an exten:
understanding of our operations. As part of our compliance with Section 302 of the S#dkbayeact, we evaluate our internal control process
quarterly and we test and assess our internal controls over financial reporting annually, in compliance with Section 404 of th@8eylrssies

Basel Committee Capital Standard¥he Basel Committee on Banking Supervision (BIS) proposed new international capital standards f
banking organizations (Basel Il) in June 2004, and the proposal is currently being evaluated by bank supervisory authorities worldwide. Ba:
effort to update the original international bank capital accord (Basel I), which has been in effect since 1988. Basel Il is intended to improve t
consistency of capital regulations internationally, make regulatory capital more risk sensitive, and promote enhanaedgéskent practices ama
large, internationally active banking organizations. The ultimate timing for implementation of Basel Il and the specifics of capital assessmen
addressing operational risk are still uncertain. The U.S. banking and thrift agencies have issued a joint release outlining a comprehensive |
incorporate the advanced risk and capital measurement methodologies of Basel Il into regulations and supervisory guidance for U.S. instit
October 6, 2005, an advance notice of proposed rulemaking, setting forth proposed revisions to the cirasedriskpital rules, were issued. Th
proposed rules are designed to align more closelybasled capital requirements with the risk inherent in various exposures and may mitigate
competitive inequalities that may arise when Basel Il is implemented for the most complex internationally active banking organizations. Final
are currently expected to be adopted in 2006 and to become effective in 2008. We are evaluating what effect these proposed rules and the
requirements that may arise out of a new BIS capital accord may have on our minimum capital requirements. U.S. banking regulators have
ten largest U.S. bank holding companies will be required to adopt the new Basel Il standard, and that others may "opt in." We are not one
largest U.S. bank holding companies.

Customer Information SecurityThe Federal Reserve Board and other bank regulatory agencies have adopted final guidelines for safel
confidential, personal customer information. The guidelines required each financial institution, under the supervision and ongoing oversigtr
Board of Directors or an appropriate committee thereof, to create, implement and maintain a comprehensive written information security pro
designed to ensure the security and confidentiality of customer information, protect against any anticipated threats or hazards to the secu
integrity of such information and protect against unauthorized access or use of such information that could result in substantial harm or in
to any customer. Union Bank of California, N.A., has adopted a customer information security program that has been approved by its Boart
Directors.

Privacy. The GLB Act requires financial institutions to implement policies and procedures regarding the disclosure of nonpublic persol
information about consumers to naffiliate third parties. In general, the statute requires explanations to consumers on policies and procedu
regarding the disclosure of such nonpublic personal information, and, except as otherwise required by law, prohibits disclosing such informn
as provided in the bankpolicies and procedures. Union Bank of California, N.A., implemented a privacy policy effective since the GLB Act be
law, pursuant to which all of its existing and new customers are notified of the privacy policies. State laws and regulations designed to prot
privacy and security of customer information also apply to UnionBanCal Corporation and its subsidiaries.

UnionBanCal Corporation and Union Bank of California, N.A. cannot be certain of the effect, if any, of the foregoing legislative and regt
developments on their business.

See our Consolidated Financial Statements starting on padg§édf financial information about UnionBanCal Corporation and its subsidiarie

10
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Future Legislation

Future changes in the laws, regulations, or policies that impact Union Bank of California, N.A., our other subsidiaries and us cannot be
and may have a material effect on our business and earnings. Legislation relating to banking and other financial services has been introdu
to time in Congress and is likely to be introduced in the future. If enacted, such legislation could significantly change the competitive enviro
which we and our subsidiaries operate. We cannot predict whether these or any other proposals will be enacted or the ultimate impact of :
legislation on our competitive situation, financial condition or results of operations.

Item 1A. Risk Factors
Industry Factors
Fluctuations in interest rates could adversely affect our business

Significant increases in market interest rates, or the perception that an increase may occur, could adversely affect both our ability to o
loans and our ability to grow. Conversely, decreases in interest rates could result in an acceleration of loan prepayments. An increase in Ir
rates could also adversely affect the ability of our floatatg borrowers to meet their higher payment obligations. If this occurred, it could caus
increase in nonperforming assets and chafgs which could adversely affect our business.

Significant increases in market interest rates could also affect our cost of funds by requiring us to increase the rates we pay on intere:
deposits and other liabilities and by providing an incentive for depositors to more rapidly move funds into higher yielding deposits and inve
Also, such increases in market rates could have a depressing effect on real estate sales and refinancing transactions which, in turn, coulc
decrease in the deposits from our title and escrow businesses.

Fluctuations in interest rates could adversely affect our margin spread

Changes in market interest rates, including changes in the relationship betwe¢arshartd longerm market interest rates or between diffe
interest rate indices, can impact our margin spread, that is, the difference between the interest rates we charge on interest earning assets
and the interest rates we pay on interest bearing liabilities, such as deposits or other borrowings. The impact could result in a decrease in
income relative to interest expense.

The continuing war on terrorism could adversely affect U.S. and global economic conditions

Acts or threats of terrorism and actions taken by the U.S. or other governments as a result of such acts or threats and other internatic
may result in a disruption of U.S. and global economic and financial conditions and could adversely affect business and economic and fina
conditions in the U.S. and globally, generally and in our principal markets.

Substantial competition could adversely affect us

Banking is a highly competitive business. We compete actively for loan, deposit, and other financial services business in California, O
Washington, as well as nationally. Our competitors include a large number of state and national banks, thrift institutions, credit unions and
foreignaffiliated or foreign banks, as well as many financial and nonfinancial firms that offer services similar to those offered by us, including
large securities firms. Some of our competitors are community or regional banks that have strong local market positions. Other competitors
financial institutions that have substantial capital, technology and marketing resources that are well in excess of ours. Such large financial
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institutions may have greater access to capital at a lower cost than us, which may adversely affect our ability to compete effectively.

Adverse effects of, or changes in, banking or other laws and regulations or governmental fiscal or monetary policies could adversely

We are subject to significant federal and state regulation and supervision, which is primarily for the benefit and protection of our custo
not for the benefit of investors. In the past, our business has been materially affected by these regulations. This will likely continue in the fu
regulations or policies, including accounting standards and interpretations, currently affecting us and our subsidiaries may change at any
Regulatory authorities may also change their interpretation of these statutes and regulations. Therefore, our business may be adversely ¢
changes in laws, regulations, policies or interpretations or regulatory approaches to compliance and enforcement. International laws, regu
policies affecting us, our subsidiaries and the business we conduct may change at any time and affect our business opportunities and co
in these jurisdictions. Due to The Bank of Tokylitsubishi UFJs controlling ownership of us, laws, regulations and policies adopted or enforc
the Government of Japan and the Federal Reserve Board may adversely affect our activities and investments and those of our subsidiarie
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Additionally, our business is affected significantly by the fiscal and monetary policies of the U.S. federal government and its agencies.
particularly affected by the policies of the Federal Reserve Board , which regulates the supply of money and credit in the U.S -&tadeingng
policy of the Federal Reserve Board, a bank holding company is expected to act as a source of financial strength for its subsidiary banks. .
that policy, we may be required to commit financial and other resources to our subsidiary bank in circumstances where we might not othen
Among the instruments of monetary policy available to the Federal Reserve Board are (a) conducting open market operations in U.S. gove
securities, (b) changing the discount rates on borrowings by depository institutions, and (c) imposing or changing reserve requirements a
borrowings by banks and their affiliates. These methods are used in varying degrees and combinations to directly affect the availability of |
and deposits, as well as the interest rates charged on loans and paid on deposits. The policies of the Federal Reserve Board may have a
on our business, prospects, results of operations and financial condition.

Refer to "Supervision and Regulation" above and "Regulatory Matters" in our Management Discussion and Analysis of Financial Con
Results of Operations in this Annual Report for discussion of other laws and regulations, including the Bank Secrecy Act andrthey anti
laundering laws and regulations that may have a material effect on our business, prospects, results of operations and financial condition.

Changes in accounting standards could materially impact our financial statements

From time to time the Financial Accounting Standards Board and the SEC change the financial accounting and reporting standards th
preparation of our financial statements. These changes can be very difficult to predict and can materially impact how we record and report «
condition and results of operations. In some cases, we could be required to apply a new or revised standard retroactively, resulting in our
prior period financial statements.

There are an increasing number of Albank competitors providing financial services

Technology and other changes increasingly allow parties to complete financial transactions electronically, and in many cases, without
example, consumers can pay bills and transfer funds over the internet and by telephone without banks .-béarkyfimamcial service providers
have lower overhead costs and are subject to fewer regulatory constraints. If consumers do not use banks to complete
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their financial transactions, we could potentially lose fee income, deposits and income generated from those deposits.

Company Factors
Adverse California economic conditions could adversely affect our business

A substantial majority of our assets, deposits and fee income are generated in California, and a substantial majority of our residential |
loans are in California. As a result, poor economic conditions in California may cause us to incur losses associated with higher default rate
decreased collateral values in our loan portfolio. Economic conditions in California are subject to various uncertainties at this time, including
and scope of the recovery in the technology sector, and the California state goveyeo@itiuing budgetary and fiscal challenges. If economic
conditions in California decline, we expect that our level of problem assets could increase and our prospects for growth could be impaired.
California state government continues to face fiscal challenges, théelongmpact of which on the Stéeeconomy cannot be predicted with any
certainty.

Adverse economic factors affecting certain industries we serve could adversely affect our business

We are subject to certain indusspecific economic factors. For example, a significant and increasing portion of our total loan portfolio is
to residential real estate, especially in California. Accordingly, a downturn in the real estate and housing industries in California could have
effect on our operations and the quality of our real estate loan portfolio. Increases in residential mortgage loan interest rates could also he
effect on our operations by depressing new mortgage loan originations. We provide financing to businesses in a number of other industrie
be particularly vulnerable to industspecific economic factors, including the commercial real estate industry, the communications/media indu
retail industry, the power industry and the technology industry. Recent increases in fuel prices and energy costs have adversely affected
several of these industries. Indusspecific risks are beyond our control and could adversely affect our portfolio of loans, potentially resulting
increase in nonperforming loans or chaofis and a slowing of growth or reduction in our loan portfolio.

We are not able to offer all of the financial services and products of a financial holding company

Banks, securities firms, and insurance companies can now combine as a "financial holding company." Financial holding companies ca
virtually any type of financial service, including banking, securities underwriting, insurance (both agency and underwriting), and merchant &
Many of our competitors have elected to become financial holding companies. Recently, a number of foreign banks have attained financial
company status in the U.S., further increasing competition in the U.S. market. Under current regulatory interpretations, Mitsubishi UFJ Final
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Group, Inc. would be required to attain financial holding company status in order for us to be able to become a financial holding company. |
UFJ Financial Group, Inc. is not presently a financial holding company.

Our stockholder votes are controlled by The Bank of Tdkisubishi UFJ; our interests and those of our minority stockholders may not
the same as those of The Bank of TeMytsubishi UFJ

The Bank of TokyeMitsubishi UFJ, a whollkowned subsidiary of Mitsubishi UFJ Financial Group, Inc., owns a majority of the outstanding
shares of our common stock. As a result, The Bank of Tdkiysubishi UFJ can elect all of our directors and can control the vote on all matters
including: approval of mergers or other business combinations; a sale of all or substantially all of our assets; issuance of any additional co
or other equity securities; incurrence of debt other than in the ordinary course of business; the selection and tenure of our Chief Executive
payment of dividends with

13

respect to our common stock or other equity securities; and other matters that might be favorable to The BankvifsDiksioi UFJ.

The Bank of TokyeMitsubishi UFJs ability to prevent an unsolicited bid for us or any other change in control could also have an advers
on the market price for our common stock. A majority of our directors are independent of The Bank eMitskpishi UFJ and are not officers or
employees of UnionBanCal Corporation or any of our affiliates, including The Bank of Mikyabishi UFJ. However, because of The Bank of
Tokyo-Mitsubishi UFJs control over the election of our directors, we could designate ourselves as a "controlled company” under the New Y
Exchange rules and could change the composition of our Board of Directors so that the Board would not have a majority of independent di

Possible future sales of our shares by The Bank of Fkisubishi UFJ could adversely affect the market for our stock

The Bank of TokyeMitsubishi UFJ may sell shares of our common stock in compliance with the federal securities laws. By virtue of The
Tokyo-Mitsubishi UFJs current control of us, The Bank of Tokittsubishi UFJ could sell large amounts of shares of our common stock by ce
us to file a registration statement that would allow it to sell shares more easily. In addition, The Bank éflifsklgshi UFJ could sell shares of ot
common stock without registration under certain circumstances, such as in a "private placement.” Although we can make no prediction as
if any, that such sales would have on the market price of our common stock, sales of substantial amounts of our common stock, or the per
such sales could occur, could adversely affect the market price of our common stock. If The Bank-®fifsidyishi UFJ sells or transfers shares
our common stock as a block, another person or entity could become our controlling stockholder.

The Bank of TokyMitsubishi UFJs and Mitsubishi UFJ Financial Group, Ifis.financial condition could adversely affect our operations

We fund our operations independently of The Bank of TeMytsubishi UFJ and Mitsubishi UFJ Financial Group, Inc. and believe our bus
is not necessarily closely related to the business or outlook of The Bank of-Mitsytrishi UFJ or Mitsubishi UFJ Financial Group, Inc. Howevel
The Bank of TokyeMitsubishi UFJs and Mitsubishi UFJ Financial Group, Isccredit ratings may affect our credit ratings. The Bank of Tokyo
Mitsubishi UFJ and Mitsubishi UFJ Financial Group, Inc. are also subject to regulatory oversight and review by Japanese and U.S. regulat
authorities. Our business operations and expansion plans could be negatively affected by reguletong related to the Japanese financial sy:
The Bank of TokyeMitsubishi UFJ or Mitsubishi UFJ Financial Group, Inc., and other developments concerning The Bank effitelpishi UFJ o
Mitsubishi UFJ Financial Group, Inc., which may result in capital constraints as well as additional Japanese and U.S. regulatory constraints

Potential conflicts of interest with The Bank of Tolitsubishi UFJ could adversely affect us

The Bank of TokyeMitsubishi UFJs view of possible new businesses, strategies, acquisitions, divestitures or other initiatives may differ
ours. This may delay or hinder us from pursuing such initiatives.

Also, as part of The Bank of TokyMditsubishi UFJs normal risk management processes, The Bank of Tukigubishi UFJ manages global
credit and other types of exposures and concentrations on an aggregate basis, including exposures and concentrations at UnionBanCal (
Therefore, at certain levels or in certain circumstances, our ability to approve certain credits or other banking transactions and categories «
is subject to the concurrence of The Bank of TeMitsubishi UFJ. We may wish to extend credit or furnish other banking services to the sami
customers as The Bank of Tokiitsubishi

14

UFJ. Our ability to do so may be limited for various reasons, including The Bank of-Mitsibishi UFJs aggregate exposure and marketing poli
Certain directorsand officers ownership interests in Mitsubishi UFJ Financial Greugppmmon stock or service as a director or officer or otr
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employee of both us and The Bank of Tokyidasubishi UFJ could create or appear to create potential conflicts of interest, especially since bc
compete in U.S. banking markets.

Restrictions on dividends and other distributions could limit amounts payable to us

As a holding company, a substantial portion of our cash flow typically comes from dividends our bank and nonbank subsidiaries pay
Various statutory provisions restrict the amount of dividends our subsidiaries can pay to us without regulatory approval. In addition, if any
subsidiaries were to liquidate, that subsidiamreditors will be entitled to receive distributions from the assets of that subsidiary to satisfy thei
against it before we, as a holder of an equity interest in the subsidiary, will be entitled to receive any of the assets of the subsidiary.

Our ability to make acquisitions is subject to regulatory constraints and risks associated with potential acquisitions or divestitures o
restructurings may adversely affect us

Our ability to obtain regulatory approval of acquisitions is subject to constraints related to the Bank Secrecy Act and the CRA, as des
above in "Business-Supervision and Regulation" and below in "Managensebiscussion and Analysis of Financial Condition and Results of
Operations—Regulatory Matters." Subject to our ability to address successfully these regulatory concerns, we may seek to acquire or inve
financial and nosfinancial companies that complement our business. We may not be successful in completing any such acquisition or inve
this will depend on the availability of prospective target opportunities at valuation levels we find attractive and the competition for such opg
from other parties. In addition, we continue to evaluate the performance of all of our businesses and business lines and may sell a busine
line. Any acquisitions, divestitures or restructurings may result in the issuance of potentially dilutive equity securities, signifiazffg, writkiding
those related to goodwill and other intangible assets, and/or the incurrence of debt, any of which could have a material adverse effect on
results of operations and financial condition. Acquisitions, divestitures or restructurings could involve numerous additional risks including ¢
in obtaining any required regulatory approvals and in the assimilation or separation of operations, services, products and personnel, the c
managemens attention from other business concerns, higher than expected deposit attrition, divestitures required by regulatory authoritie
disruption of our business, the potential loss of key employees and unexpected contingent liabilities arising from any business we might ar
may not be successful in addressing these or any other significant risks encountered.

Privacy restrictions could adversely affect our business

Our business model relies, in part, upon ciossketing the services offered by us and our subsidiaries to our customers. Laws that restr
ability to share information about customers within our corporate organization could adversely affect our business, results of operations ar
condition.

We relyon third parties for important products and services

Third-party vendors provide key components of our business infrastructure such as internet connections, network access and mutug
distribution and we do not control their actions. Any problems caused by these third parties, including as a result of their not providing us 1
services for any reason or their performing their services poorly, could adversely affect our ability to deliver products and
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services to our customers and otherwise to conduct our business. Replacing thgsatthirendors could also entail significant delay and expe

Our business could suffer if we fail to attract and retain skilled personnel

Our success depends, in large part, on our ability to attract and retain key personnel, including executives. Any of our current employ:
including our senior management, may terminate their employment with us at any time. Competition for qualified personnel in our industry c
intense. We may not be successful in attracting and retaining sufficient qualified personnel. We may also incur increased expenses and b
divert the attention of other senior executives to recruit replacements for the loss of any key personnel.

Significant legal actions could subject us to substantial uninsured liabilities

We are from time to time subject to claims related to our operations. These claims and legal actions, including supervisory or enforcen
by our regulators, could involve large monetary claims and significant defense costs. To protect ourselves from the cost of these claims, w
insurance coverage in amounts and with deductibles that we believe are appropriate for our operations. However, our insurance coverage
cover all claims against us or continue to be available to us at a reasonable cost. As a result, we may be exposed to substantial uninsured
which could adversely affect our business, prospects, results of operations and financial condition.

Changes in our tax rates could affect our future results

The State of California requires us to file our franchise tax returns as a member of a unitary group that includes Mitsubishi UFJ Financi:
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and either all worldwide affiliates or only U.S. affiliates. Our future effective tax rates could be favorably or unfavorably affected by increases
decreases in Mitsubishi UFJ Financial Graugaxable profits, which in turn are affected by changes in the worldwide economy, especially in J:
and decisions that they may make about the timing of the recognition of credit losses or other matters. Our effective tax rates could also be
changes in the valuation of our deferred tax assets and liabilities, changes in tax laws or their interpretation, or by the outcomes of examinz
income tax returns by the Internal Revenue Service and other tax authorities.

Iltem 1B. Unresolved Staff Comments

None.

v

n Arizol
yA

Rental expense for branches and administrative premises is described in Note 6 to our Consolidated Financial Statements included in
Report.
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Item 3. Legal Proceedings

We are subject to various pending and threatened legal actions that arise in the normal course of business. We maintain reserves fol
legal actions that are both probable and estimable.

Grafton Partners LP v. Union Bank of California was commenced in Alameda County Superior Court on March 12, 2003 and was settlec
December 23, 2005. The suit concerned a "Ponzi" scheme perpetrated by PinnFund, USA, located in San Diego, California. In accordance
of the settlement, $22 million was paid, $16 million of which was paid by the Cofspgasyrance carriers. The disposition of this claim did not ha
material adverse effect on our financial condition or results of operations.

In addition, we believe the disposition of all other claims currently pending will also not have a material adverse effect on our financial ¢
results of operations.

Item 4. Submission of Matters to a Vote of Security Holders

None.
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The following information pertains to our executive officers as of December 31, 2005:

Executive Officer Age Principal Occupations For The Past Five Years
a 67

98. Mr. Shimura has sen
the following positions at The Bank of Tokyditsubishi UFJ, Ltd.
Deputy President from July 2001 to June 2003, Chief Executive, (
Corporate Banking Business Unit from July 2000 to July 2001 and ¢
Managing Director from June 1998 to July 2001. Mr. Shimura has &
director of UnionBanCal Corporation and Union Bank of California,
since October 2003.
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a 53

05. Mr. Morirr
served as General Manager, Global Corporate Banking IT Planning
of The Bank of TokyeMitsubishi UFJ, Ltd. from July 2000 to June 2C
and as Deputy General Manager, Overseas Planning Division of Thi
of Tokyo-Mitsubishi UFJ, Ltd. from September 1999 to June 2
Mr. Morimura was elected a ndroard member Director of The Bank
Tokyo-Mitsubishi UFJ, Ltd. in June 2002 and a Hwyard membe
Managing Director of The Bank of TokyMditsubishi UFJ, Ltd. i
May 2005. Mr. Morimura has been a Director of UnionBanCal Corpot
and Union Bank of California. N.A. since July 2004.

18

Executive Officer Age Principal Occupations For The Past Five Years
a 50

. Beginning in 1998, Mr. Oka held the following positions
The Bank of TokyeMitsubishi UFJ, Ltd.: Chief Manager, Corpor
Banking Division No. 2 until April 2001; General Manager, Syndicai
Office, Structured Finance Division until October 2002; General Mar
Global Syndications Office, Debt Finance Division until June 2004
General Manager & Global Head, Syndicated Finance Division
May 2005. From April 2005 until June 2005, Mr. Oka was Chairman
Japan Syndication and Lodmading Association. Mr. Oka has bee
nonboard member Director of The Bank of Tokiylitsubishi UFJ, Ltd
since June 200

J05.

J00.

w

50
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102.
Al 50
1. He served as Deputy Chief Credit O
from November 2002 until April 2004. Prior to this position, Mr. Cabral
a Senior Credit Officer responsible for Real Estate Lending and Ne¢
Banking.
2r 62
).
k 64
J0. He served as Executive
President and Southern California Area Executive of Union Bai
California, N.A. from March 1994 to December 2000.
r 59
J. He served as Executive Vice Preside
General Counsel of UnionBanCal Corporation from January 19!
September 2000 and served as Executive Vice President and (
Counsel of Union Bank of California, N.A. from April 1996 u
September 2000.
19
Executive Officer Age Principal Occupations For The Past Five Years
e 52

. Prior to joining UnionBanCal Corporation, he serv
Senior Vice President, Information Technology, for Charles Schw
Company from April 2004 to April 2005 and Senior Vice President
Chief Information Officer of Pacific Exchange, Inc. from April 200C
March 2003.

The term of office of an executive officer extends until the officer resigns, is removed, retires, or is otherwise disqualified for service. T
family relationships among the executive officers.

PART Il

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters, and Issuer Purchases of Equity
Securities

Our common stock is traded on the New York Stock Exchange under the symbol UB. As of January 31, 2006, our common stock was he
stockholders of record. At December 31, 2005, The Bank of Fkigubishi UFJ held approximately 63 percent of our common stock. During 20!
2005, the average daily trading volume of our common stock was 263,184 shares and 308,178 shares, respectively. At December 31, 2003, Z
our common stock closed at $57.54 per share, $64.48 per share, and $68.72 per share, respectively. The following table presents stock qut
each quarterly period for the two years ended December 31, 2004 and 2005.

2004 2005
High Low High Low
First quarter $ 5826 $ 508 $ 639¢ $ 59.7C
Second quarter 57.59 4951 68.00 58.00
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Third quarter 59.79 56.24 71.97 66.38
Fourth quarter 64.78 59.10 70.45 65.68

The following table presents quarterly per share cash dividends declared for 2004 and 2005:

2004 2005

First quarter $ 031 $ 036
Second quarter 0.36 0.41
Third quarter 0.36 0.41
Fourth quarter 0.36 0.41

On October 26, 2005, our Board of Directors approved a quarterly common stock dividend of $0.41 per share for the fourth quarter of 2(
dividends will depend upon our earnings, financial condition, capital requirements and other factors as our Board of Directors may deem re

We offer a dividend reinvestment and stock purchase plan that allows stockholders to reinvest dividends in our common stock at marl
The Bank of TokyeMitsubishi UFJ did not participate in the plan during 2004 and 2005. For further information about this plan, see Note 15 t
Consolidated Financial Statements included in this Annual Report.

Our ability to declare and pay dividends is affected by certain regulatory restrictions. See Note 20 todlidatedsFinancial Statements
included in this Annual Report.
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The following table presents repurchases by us of our equity securities during the fourth quarter 2005:

Dollar
Total Number Value of Shares Tha
of Shares Purchased May Yet Be
Total Number of ~ Average Price Paid as Part of Publicly Purchased
Period Shares Purchase: per Share Announced Programs Under the Programs
October 2005
(October 2831, 2005) 149,20C $ 67.47 149,200 $ 152,012,77
November 2005
(November 117, 2005) 327,00C $ 67.29 327,000 $ 130,009,37
December 2005
(December 81, 2005) 410,000 $ 67.50 410,000 $ 102,334,37(M
Total 886,20C $ 67.42 886,200

@ In the fourth quarter of 2005, UnionBanCal Corporation used $59.7 million from the $200 million repurchase program announced April 21, 2005.

Item 6. Selected Financial Data
See page £ of this Annual Report.

Item 7. Managements Discussion and Analysis of Financial Condition and Results of Operations
See pages-f through F47 of this Annual Report.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk
See pages-B3 through F37 of this Annual Report.

Item 8. Consolidated Financial Statements and Supplementary Data
See pages-B8 through FL09 of this Annual Report.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.
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ltem 9A. Controls and Procedures

Disclosure Controls. Our Chief Executive Officer (principal executive officer) and Chief Financial Officer (principal financial officer) have
concluded that the design and operation of our disclosure controls and procedures are effective as of December 31, 2005. This conclusiol
an evaluation conducted under the supervision and with the participation of management. Disclosure controls and procedures are those
procedures which ensure that information required to be disclosed in this filing is accumulated and communicated to management and is r
processed, summarized and reported in a timely manner and in accordance with Securities and Exchange Commission rules and regulatior

Internal Controls Over Financial ReportingManagemerns Report on Internal Control Over Financial Reporting regarding the effectiven:
internal controls over financial reporting is presented on pabfElFThe Report of Independent Registered Public Accounting Firm is presenter
page F112. During the quarter ended December 31, 2005, there were no changes in our internal controls over
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financial reporting that materially affected, or are reasonably likely to affect, our internal controls over financial reporting.

Item 9B. Other Information

None.

PART Il
Item 10. Directors and Executive Officers of the Registrant

Reference is made to the information contained in the section entitled "Election of Diidatoirsees” of our Proxy Statement for our April 26,
2006 Annual Meeting of Stockholders for incorporation by reference of information concerning directors and persons nominated to become
UnionBanCal Corporation. See "Executive Officers of the Registrant” on page9 18 this Annual Report for information regarding executive off
of UnionBanCal Corporation.

UnionBanCal Corporation has a separately designated standing Audit Committee established in accordance with Section 3(a)(58)(A) «
Securities Exchange Act of 1934. The members of the Audit Committee are L. Dale Crandall (Chair), David R. Andrews, Michael J. Gillfillan, M
Metz and Dean A. Yoost, all of whom are independent under the New York Stock Exchange Corporate Governance Rules. Of these Audit C
members, Mr. Crandall is an audit committee financial expert as determined by the Board of Directors within the applicable definition of the £
and Exchange Commission.

Information concerning Section 16(a) beneficial ownership reporting compliance is incorporated by reference from the text under the ce
"Section 16(a) Beneficial Ownership Reporting Compliance" in the Proxy Statement for our April 26, 2006 Annual Meeting of Stockholders.
Corporate Governance

We have adopted the following:

- A Code of Ethics applicable to senior financial officers, including our Chief Executive Officer, Chief Financial Officer and Controller;

- Business Standards for Ethical Conduct, which is a code of ethics and conduct applicable to all officers and employees;

- A Code of Ethics applicable to directors of UnionBanCal Corporation and Union Bank of California, N.A.;

. Corporate Governance Guidelines to promote the effective functioning of the activities of the UnionBanCal Corporation Board of Dire
to promote a common set of expectations as to how the Board, its Committees, individual directors and management should perforr
functions; and

. Charters for the Committees of the Board, including the Audit Committee, Corporate Governance Committee and Executive Compens
Benefits Committee.

A copy of each of these committee charters, Codes of Ethics, Business Standards for Ethical Conduct and Corporate Governance Gt
posted on our website, or is available, without charge, upon the written request of any stockholder directed to the Secretary of UnionBanC
Corporation, 400 California Street, San Francisco, California 94302. We intend to disclose promptly any amendment to, or waiver from any
provision of, the Code of Ethics applicable to senior financial officers, and any waiver from any provision of the Code of Ethics applicable to
or the Business Standards for Ethical Conduct applicable to executive officers, on our website. Our website address is www.uboc.com.

22

Page 17 of 127



Case 2:06-cv-00072-DF-CMC  Document 526  Filed 02/16/2007 Page 18 of 127

Item 11. Executive Compensation

Information concerning executive compensation is incorporated by reference from the text under the captions "Executive Compensatic
"Director Compensation" in the Proxy Statement for our April 26, 2006 Annual Meeting of Stockhafiiteanal information regarding our directo
is incorporated by reference from the text under the caption "Compensation Committee Interlocks and Insider Participation" in the Proxy Ste
our April 26, 2006 Annual Meeting of Stockholders.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Information concerning ownership of the equity stock of UnionBanCal Corporation by certain beneficial owners and management is inc
by reference from the text under the captions "Principal Stockholders" and "Security Ownership by Management" in the Proxy Statement f
April 26, 2006 Annual Meeting of Stockholders.

The following table provides information relating to our equity compensation plans as of December 31, 2005:

Number of securities

Number of securities remaining available for

to be issued Weighted-average future issuance under
upon exercise of exercise price of equity compensation plan:

outstanding options,  outstanding options, (excluding securities

warrants, and rights warrants, and rights reflected in column a)
(@) (b) (©)

Equity compensation approved by
stockholders 8,696,58¢ $ 45.26 5,445,979
Equity compensation not approved by
stockholders — — —
8,696,586 $ 45.26 5,445,979

All equity compensation plans have been approved by our stockholders. At December 31, 2005, there were 5,445,979 shares of comir
available for future issuance as either stock options or restricted stock under the Stock Plans. For additional information concerning our ec
compensation plans, see Note 16 to our Consolidated Financial Statements included in this Annual Report.

Item 13. Certain Relationships and Related Transactions

Information concerning certain relationships and related transactions with officers, directors, and The Bank-bfifBokyghi UFJ, Ltd. is
incorporated by reference from the text under the caption "Transactions with Management and Others" of the Proxy Statement for our April
Annual Meeting of Stockholders.

Item 14. Principal Accounting Fees and Services

Reference is made to the information contained in the section entitled, "Ratification of Selection of Independent Registered Public Acc
Firm" of the Proxy Statement for our April 26, 2006 Annual Meeting of Stockholders for incorporation by reference of information concerning
accounting fees and services.
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PART IV
ltem 15. Exhibits and Consolidated Financial Statement Schedules

(a)(1) Financial Statements

Our Consolidated Financial Statements, Manage®m&#port on Internal Control Over Financial Reporting, and the Report of Independer
Registered Public Accounting Firm are set forth on pagé8 through F113. (See index on page4B).
(2)(2) Financial Statement Schedules

All schedules to our Consolidated Financial Statements are omitted because of the absence of the conditions under which they are re
because the required information is included in our Consolidated Financial Statements or accompanying notes.
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(@)(3) Exhibits

No. Description

3.1 Restated Certificate of Incorporation of the Registtant

3.2 Bylaws of the Registrafi

4.1 Trust Indenture between UnionBanCal Corporation and the First National Bank of Chicago, as’
dated February 19, 196D

4.2 Trust Indenture between UnionBanCal Corporation and J.P. Morgan Trust Company, National
Association, as Trustee, dated December 8, 8003

4.3 The Registrant agrees to furnish upon request to the Commission a copy of each instrument d
the rights of holders of lonterm debt of the Registrant.

10.1 UnionBanCal Corporation Management Stock P{in*

10.2 Union Bank of California Deferred Compensation Pf&n*

10.3 Union Bank of California Senior Management Bonus Pfn*

10.4 Union Bank of California, N.A. Supplemental Executive Retirement Plan*

10.5 Union Bank Financial Services Reimbursement Progf8am*

10.6 1997 UnionBanCal Corporation Performance Share Ban*

10.7 Form of Performance Share Agreement under the 1997 UnionBanCal Corporation Performance
Plan*10

10.8 Service Agreement Between Union Bank of California, N.A. and The Bank of Idkgabishi, Ltd.
dated October 1, 199%%)

10.9 Year 2000 UnionBanCal Corporation Management Stock Bfn*

10.10 Form of 2005 Nonqualified Stock Option Agreement under the Year 2000 UnionBanCal Corporat
Management Stock Plafi®

10.11 Form of 2004 Nonqualified Stock Option Agreement under the Year 2000 UnionBanCal Corporat
Management Stock Plafi®

10.12 Form of 2004 Nonqualified Stock Option Agreement for Momployee Directors under the Year 200(
UnionBanCal Corporation Management Stock P{&h*

10.13 Terms and Conditions Applicable to Nemployee Director Stock Unit Awards under the Year 200
UnionBanCal Corporation Management Stock P{&h*

24

10.14 Forms of Restricted Stock Agreement for Nemployee Directors under the Year 2000 UnionBanC:
Corporation Management Stock PI&*

10.15 Union Bank of California, N.A. Supplemental Retirement Plan for Policy Making Offi¢érs*

10.16 Form of Chang®f-Control Agreement, dated as of May 1, 2003, between UnionBanCal Corporat
and each of the poliegnaking officers of UnionBanCal Corporatidh®

10.17 Union Bank of California, N.A. Separation Pay Pl&f*

10.18 Philip B. Flynn Employment Agreement (effective April 1, 2062}

10.19 Philip B. Flynn Amendment of Employment Agreement (effective May 1, 26835)*

10.20 David I. Matson Employment Agreement (effective January 1, 1688)*

10.21 David I. Matson Amendment of Employment Agreement (effective May 1, 2685)*

10.22 Written Descriptions of Compensation Arrangements for UnionBanCalBxigployee Directors®4

10.23 Written Description of Compensation Arrangements for Union Bank of California, N.ABxgpioyee

Directors*2®)
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10.24 Purchase and Assumption Agreement by and among Union Bank of California N.A., Union Ban!
California International, and Union Bank of California Servicos LTDA. and Wachovia Bank, N.A.
September 21, 206%)

10.25 Repurchase Agreement between UnionBanCal Corporation and The Bank of Tokyo Mitsubishi,
dated as of February 23, 269%
12.1 Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividend

Requirement§”
21.1 Subsidiaries of the Registr&fi

23.1 Consent of Deloitte & Touche LI¥)

24.1 Power of Attorne{?”

24.2 Resolution of Board of Directd?)

31.1 Certification of the Chief Executive Officer pursuant to Rule-18@)/15d14(a) of the Exchange Act, :
adopted pursuant to Section 302 of the Sarb@ndsy Act of 20087

31.2 Certification of the Chief Financial Officer pursuant to Rule-13¢a)/15d14(a) of the Exchange Act, ¢
adopted pursuant to Section 302 of the Sarb@ndsy Act of 20087

32.1 Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursi
Section 906 of the Sarban@sley Act of 20087

322 Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursu

Section 906 of the Sarban@sley Act of 20087

1

=

Incorporated by reference to the exhibit of the same number to the UnionBanCal Corporation Quarterly Report cifQForrthé@juarter ended
September 30, 2003(SEC File No. ar8081).

Incorporated by reference to the exhibit of the same number to the UnionBanCal Corporation Current Report ¢t deatenh Bebruary 19, 1999
(SEC File No. 00£28118).

Incorporated by reference to Exhibit 99.1 to the UnionBanCal Corporation Current Report onlkdate8 December 8, 2003 (SEC File No.-001
15081).

Incorporated by reference to the exhibit of the same number to the UnionBanCal Corporation Annual Report ofKRorrth&0/ear ended
December 31, 1997 (SEC File No. 628118).

Incorporated by reference to the exhibit of the same number to the UnionBanCal Corporation Annual Report ofkForrth&G/ear ended
December 31, 1996 (SEC File No. 628118).
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4

=
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N

25

®) Incorporated by reference to Exhibit C to the UnionBanCal Corporation Definitive Proxy Statement on Schedule 14A filed on March 27, 201
File No. 00115081).

Incorporated by reference to Exhibit 10.6 to the UnionBanCal Corporation Annual Report on Héffior #ile year ended December 31, 1996 (SE
File No. 00028118).

Incorporated by reference to Exhibit 10.14 to the UnionBanCal Corporation Current Report onkcdete® April 1, 1996 (SEC File No. 023118).

Incorporated by reference to Appendix B to the UnionBanCal Corporation Definitive Proxy Statement on Schedule 14A filed on March 26,
File No. 00115081).

(9 Incorporated by reference to Exhibit 10.2 to the UnionBanCal Corporation Current Report onfdate8 March 22, 2005 (SEC File No. 001
15081).

(3 Incorporated by reference to Exhibit 10.10 to the UnionBanCal Corporation Annual Report on R¢ffor fife year ended December 31, 1997 (¢
File No. 00628118).

(12) Incorporated by reference to Appendix A to the UnionBanCal Corporation Definitive Proxy Statement on Schedule 14A filed on March 25
(SEC File No. 00115081).

(%) Incorporated by reference to Exhibit 10.4 to the UnionBanCal Corporation Current Report ontcdate8 March 22, 2005 (SEC File No. 001
15081).

(4 Incorporated by reference to Exhibit 10.3 to the UnionBanCal Corporation Current Report ontcdate8 March 22, 2005 (SEC File No. 001
15081).

(%) Incorporated by reference to Exhibit 10.5 to the UnionBanCal Corporation Current Report ontcdate8 March 22, 2005 (SEC File No. 001

7

=

®
©
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15081).

(8) Incorporated by reference to Exhibit 10.6 to the UnionBanCal Corporation Current Report onfdate8 March 22, 2005 (SEC File No. 001
15081).

(7 Incorporated by reference to Exhibit 10.10 to the UnionBanCal Corporation Quarterly Report on fifor e quarter ended June 30, 2000 (S
File No. 00115081).

(18) Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Quarterly Report on Frior 10 quarter ended June 30, 2003 (SE
File No. 00315081).

(19 Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Current Report ontcdate8 March 22, 2005 (SEC File No. 001
15081).

@9 Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Quarterly Report on Frior 1de quarter ended March 31, 2004 (<
File No. 00115081).

@1 Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Quarterly Report on Frior ide quarter ended June 30, 2005 (SE
File No. 00115081).

@2 Incorporated by reference to Exhibit 10.13 to the UnionBanCal Corporation Annual Report on F¢ffor fife year ended December 31, 2002 (¢
File No. 00115081)

@3) Incorporated by reference to Exhibit 10.2 to the UnionBanCal Corporation Quarterly Report on Forior ifle quarter ended June 30, 2005 (SE
File No. 00115081).

@4 Incorporated by reference to (i) Exhibit 10.1 to the UnionBanCal Corporation Current Report onfediated July 27, 2005 (SEC File No. 801
15081) and (ii) Item 1 of the UnionBanCal Corporation Current Report on F&raeged October 26, 2005 (SEC File No. aED81).

@5 Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Current Report ontdate8 December 7, 2005 (SEC File No.-001
15081).

28) Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Quarterly Report on Frfor e quarter ended September 30, 2C
(SEC File No. 00415081).

@7 Provided herewith.

* Management contract or compensatory plan, contract or arrangement.
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UnionBanCal Corporation and Subsidiaries
Managements Discussion and Analysis of Financial Condition
and Results of Operations

Selected Financial Data
As of and for the Years Ended December 31,

(Dollars in thousands, except per share data) 2001 2002 2003 2004 2005

Results of operations:
Net interest income $ 1,498,34: $ 1,544,28: % 1,550,05° $ 1,627,76. $ 1,843,46¢
(Reversal of) provision for loan losses 289,970 175,000 72,799 (45,757) (50,683)
Noninterest income 611,229 621,516 712,956 912,823 804,787
Noninterest expense 1,148,878 1,252,35€ 1,363,934 1,473,589 1,607,24¢€
Income before income taxes — 670,723 ~— 738,444 ~— 826,280 1,112,752 ~—  1,091,69C
Taxableequivalent adjustment 2,057 2,587 2,553 3,745 4,352
Income tax expense 216,101 231,190 271,193 398,933 356,698

Income from continuing operations — 452565 ~ 504,667 552,534 710,074 730,640
Income from discontinued operations, net of ta 28,863 23,236 34,605 22,460 132,293
Net income $  48T42X § 527900 § 587,13 § 73253, § 862,93¢
Per common share:
Basic earnings:

From continuing operations $ 287 $ 326 $ 371 $ 481 $ 5.04

Net income 3.05 3.41 3.94 4.96 5.95
Diluted earnings:

From continuing operations 2.85 3.23 3.67 4.72 4.94

Net income 3.04 3.38 3.90 4.87 5.84
Dividends2 1.00 1.09 1.21 1.39 1.59
Book value (end of period) 22.66 24.94 25.66 28.93 31.62
Common shares outstanding (end of period) 156,483,511 150,702,36: 145,758,15¢ 148,359,91¢ 144,207,07:
Weighted average common shares outstandin

(basic) 157,844,74¢ 154,757,817 148,917,24¢ 147,767,23¢ 145,109,05¢
Weighted average common shares outstandin

(diluted) 158,623,454 156,414,94( 150,645,19: 150,302,831 147,791,56¢

Balance sheet (end of period):

Total assets $ 36,038,74¢ $ 40,169,77. $ 42,498,460 $  48,098,02. $  49,416,00:
Total loans 23,943,697 25,255,41¢ 24,375,15¢€ 29,109,41¢ 33,095,59¢
Nonaccrual loans 491,885 336,689 280,361 142,573 58,892
Nonperforming assets 492,482 337,404 286,050 149,855 61,645
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Total deposits 26,960,064 31,110,98¢ 33,947,80¢ 38,719,50€ 40,082,23¢
Medium and longerm debt 399,657 418,360 820,488 816,113 801,095
Junior subordinated debt — — 363,940 15,790 15,338
Trust preferred securities 363,928 365,696 — — —
Stockholders equity 3,546,242 3,758,18¢ 3,740,43€ 4,292,244 4,559,70C
Balance sheet (period average):
Total assets $ 33,275,190 $ 34,61548 $ 38,572,61! $  43,158,71. $  47,610,81i
Total loans 24,945,204 24,643,53¢ 24,927,791 26,047,852 31,452,60€
Earning assets 30,228,732 31,676,52¢ 34,925,332 39,033,107 42,796,68¢
Total deposits 25,155,28( 27,321,45¢ 32,016,157 36,006,83¢ 39,543,98¢
Stockholders equity 3,467,718 3,739,53C 3,831,032 4,050,202 4,280,08t
Financial ratios:

Return on average assets:

From continuing operations 1.36% 1.46% 1.43% 1.65% 1.53%

Net income 1.45 1.53 1.52 1.70 1.81
Return on average stockholdeesjuity:

From continuing operations 13.05 13.50 14.42 17.53 17.07

Net income 13.88 14.12 15.33 18.09 20.16
Efficiency ratias) 54.46 57.82 60.27 57.95 60.75
Net interest margin 4.96 4.88 4.44 4.17 4.31
Dividend payout ratio 34.84 33.44 32.61 28.90 31.55
Tangible equity ratio 9.62 8.93 8.20 7.94 8.31
Tier 1 riskbased capital ratio 11.47 11.18 11.31 9.71 9.17
Total riskbased capital ratio 13.35 12.93 14.14 12.17 11.10
Leverage ratio 10.53 9.75 9.03 8.09 8.39
Allowances for credit losses to total loans 2.65 2.41 2.19 1.65 1.32
Allowances for credit losses to nonaccrual loar 129.00 180.94 190.08 337.74 743.58
Net loans charged off (recovered) to average to

loans 1.08 0.84 0.64 0.09 (0.01)
Nonperforming assets to total loans, distresse

loans held for sale, and foreclosed assets 2.06 1.34 1.17 0.51 0.19
Nonperforming assets to total assets 1.37 0.84 0.67 0.31 0.12

]

Amounts are on a taxabéguivalent basis using the federal statutory tax rate of 35 percent.

Dividends per share reflect dividends declared on UnionBanCal Corposatiommon stock outstanding as of the declaration date.

@ The efficiency ratio is noninterest expense, excluding foreclosed asset expense (income) and the provision for lobsdanme sfieet commitments, as a percentage of net interest income
(taxableequivalent basis) and noninterest income and is calculated for continuing operations only.

@ Includes allowance for losses on-bfilance sheet commitments.

c

F-1

This report includes forward looking statements, which include forecasts of our financial results and condition, expectations for our
operations and business, and our assumptions for those forecasts and expectations. Do not rely unduly on{floakimg statements. Actual
results might differ significantly from our forecasts and expectations. Please refer to Part | Item 1A "Risk Factors" for a discussion of some
that may cause results to differ.

You should read the following discussion and analysis of our consolidated financial position and results of our operations for the yea
December 31, 2003, 2004 and 2005 together witltCamsolidated Financial Statements and the Notes to Consolidated Financial Statements in«
this Annual Report. Averages, as presented in the following tables, are substantially all based upon daily average balances.

Introduction

We are a Californidased, commercial bank holding company with consolidated assets of $49.4 billion at December 31, 2005. At Decemt
2005, The Bank of TokyMitsubishi UFJ our majority owner, owned approximately 63 percent of our outstanding common stock.

Executive Overview

We are providing you with an overview of what we believe are the most significant factors and developments that impacted our 2005 r
that could impact our future results. We ask that you carefully read the rest of this document for more detailed information that will complete
understanding of trends, events and uncertainties that impact us.

We experienced strong growth in loans and deposits during 2005. Average loans grew by $5.4 billion with a balanced portfolio mix whil
core deposits grew by over $3.5 billion. Core deposits are noninterest and interest bearing deposits, excluding large time deposits. During 2
one of the very few large banks to expand our net interest margin which increased by 14 basis points for the full year. Our deposit gatherir
resultant net interest margin are hallmarks of our franchise. While degadiséring were challenges for most banks, we maintained our high leve
average deposit balances throughout 2005.

Throughout 2005, our overall credit quality continued its improving trend, which allowed us to reverse $47 million of our provision for cr
(provision for loan and ofbalance sheet commitment losses combined) even while average loans grew 21 percent over December 31, 2004.
nonaccrual loans total $59 million compared to $143 million at December 31, 2004. Loan payoffs andfthdogmns sales, the resumption to accrt
status and a decline in new inflows contributed to the decline in nonaccrual loans.

For the year ended December 31, 2005, our net interest income rose 13 percent compared to the year ended December 31, 2004. Our
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income growth reflects the impact of higher interest rates and increased average loan balances primarily from strong loan demand and the
Federal Bank acquisition in October 2004 and a substantial increase in deposits, offset by lower income from our derivative hedges. During
sold $1.5 billion in agency securities with an average yield of 2.66 percent in order to rebalance our securities portfolio. We are reinvesting ¢
the proceeds into AAAated noragency mortgagbacked securities, which was completed in February 2006. This action and gradual increas
interest rates coupled with anticipated growth in our commercial loan portfolio should continue to positively impact our net interest income ii

Noninterest income declined in 2005 compared with 2004. Excluding the $102 million in gains related to the sale of our merchant card pc
building in 2004, our noninterest income declined by $6 million as a result of lower service charges on our deposit accounts, card processil
$50 million loss on sales of securities available for sale offset by increases in trust and investment management fees and merchant bankin

F-2

Noninterest expense grew during 2005 compared with 2004, primarily from merit increases and incentives and vendor billings in 2005 ar
investments we made in bank acquisitions and de novo branches in 2004. We believe that the investments we made in our banking activiti
opportunities for growth in our business by increasing our customer base and expanding the services we provide.

During 2005, we continued our practice of returning excess capital to our shareholders by repurchasing $389 million of our common sh
open market, including $200 million from our majority stockholder, The Bank of Tbkigubishi UFJ, and by increasing our cash dividend to $0.4
share per quarter.

In October 2005, we sold our international correspondent banking business for $245 million and recorded a pretax gain of $229 million &
costs associated with the transaction of $4 million and a foreign currency translation adjustment of $12 million, which was reclassified from ¢
other comprehensive income and included in noninterest income. We will continue to operate this business during a transition period, and
from the international correspondent banking business during the second quarter 2006. Additionally, we expect no material impact on our f
earnings per share as a result of this sale. This transaction has been accounted for as a discontinued operation; therefore, all subsequet
our results is focused on continuing operations unless otherwise stated.

Discontinued Operations

During the third quarter 2005, we committed to a plan to exit our international correspondent banking business and entered into a defir
agreement to sell this business to Wachovia Bank, N.A. This business consisted of international payment and trade processing along witl
lending activities. The principal legal closing of the transaction occurred on October 6, 2005 and we received $245 million. We will continue 1
this business over a transition period that may extend through second quarter 2006.

This transaction has been accounted for as a discontinued operation and all prior periods, except where specifically mentioned, have
to reflect this accounting treatment. All of the assets and liabilities of the discontinued operations have been separately identified on our c
balance sheet and the assets are shown at the lower of cost or fair value less costs to dispose. The average net assets or liabilities of ou
operations are reflected in our analysis of net interest margin. For the detailed components of our assets and liabilities from discontinued ¢
see Note 2 "Discontinued Operations" to the Consolidated Financial Statements included in this Annual Report.

Included in our net income are the net results of our discontinued operations. For the years ended December 31, 2004 and 2005, incor
discontinued operations included the following:

For the years ended
December 31,

(Dollars in thousands) 2004 2005

Net interest income $ 21,200 $ 20,25
Provision for loan losses 10,757 6,682
Noninterest income 76,482 298,72t
Noninterest expense 50,59: 106,71z
Income from discontinued operations before income taxes 36,33¢ 205,58
Income tax expense 13,87¢ 73,28¢
Income from discontinued operations $ 2246( $ 132,29:

Net interest income for the years ended 2004 and 2005, included the allocation of interest expense from continuing operations of appro
million and $15.5 million, respectively. Interest expense

F-3
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allocated to discontinued operations is calculated based on its average net assets and the corresponding cost of funds rate equivalent ti
federal funds purchased rate for the period. Included in noninterest income was the recognition of the $228.8 million net gain on the sale of
business. Included in noninterest expense for the year ended December 31, 2005 was approximately $22.0 million of severance expense an
impairment on software in development. In addition, compliance related expenses were $2.1 million and $32.8 million for the years ended De
2004 and 2005, respectively. We expect to spend approximately $10 million on compliance related actiivities during 2006. Expenses related t
termination of lease contracts related to this business are not included in these results. Upon ceasing to use the leased premises during t
months of 2006, we expect to record lease premise related expenses. We do not believe the amount of this expense will be material.

The remaining discussion of our financial results is based on results from continuing operations, unless otherwise stated.

Critical Accounting Policies
General

UnionBanCal Corporatids consolidated financial statements are prepared in accordance with accounting principles generally accepte:
United States of America (US GAAP) and the general practices of the banking industry. The financial information contained within our state
a significant extent, financial information that is based on approximate measures of the financial effects of transactions and events that hay
occurred. A variety of factors could affect the ultimate value that is obtained either when earning income, recognizing an expense, recover|
or relieving a liability. In many instances, we use a discount factor to determine the present value of assets and liabilities. A change in the
factor could increase or decrease the values of those assets and liabilities and such a change would result in either a beneficial or advers
financial results. We use historical loss factors, adjusted for current conditions, to determine the inherent loss that may be present in our |
portfolio. Actual losses could differ significantly from the loss factors that we use. Other significant estimates that we use are employee tur
factors for pension purposes, residual values in our leasing portfolio, fair value of our derivatives and securities, expected useful lives of ot
depreciable assets and assumptions regarding our effective income tax rates. We enter into derivative contracts to accommodate our cus
our own risk management purposes. The derivative contracts are generally energy, foreign exchange, interest rate swap and interest rate
contracts, although we could enter into other types of derivative contracts. We value these contracts at fair value, using either readily avail
quoted prices or from information that can be extrapolated to approximate a market price. We are subject to US GAAP that may change fror
previously acceptable method to another method. Although the economics of our transactions would be the same, the timing of events thi
impact our transactions could change.

Our most significant estimates are approved by our Chief Executive Officer (CEO) Forum, which is comprised of our most senior officers
financial reporting period, a review of these estimates is presented to and discussed with the Audit Committee of our Board of Directors.

All of our significant accounting policies are identified in Note 1 to our Consolidated Financial Statements included in this Annual Repo
following describes our most critical accounting policies and our basis for estimating the allowances for credit losses, pension obligations
impairment.

Allowances for Credit Losses

The allowances for credit losses, which consist of the allowances for loan dévalasfEe sheet commitment losses are estimates of the los:
that may be sustained in our loan and lease portfolio as well as for certhalafte sheet commitments such as unfunded commitments, comm
letters of credit, and financial guarantees. The allowances are based on two principles of accounting: (1) Statement of
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Financial Accounting Standards (SFAS) No. 5, "Accounting for Contingencies," which requires that losses be accrued when they are prob
occurring and estimable; and (2) SFAS No. 114, "Accounting by Creditors for Impairment of a Loan" and SFAS No. 118, "Accounting by Cre
Impairment of a Loar-Income Recognition and Disclosures," which require that losses be accrued based on the differences between the v
collateral, present value of future cash flows or values that are observable in the secondary market and the loan balance.

Our allowances for credit losses have four components: the formula allowance, the specific allowance, the unallocated allowance and
allowance for offbalance sheet commitments, which is included in other liabilities. Each of these components is determined based upon est
can and do change when the actual events occur. The formula allowance uses a model based, in part, on historical losses as an indicator
losses and, as a result, could differ from the losses incurred in the future. This history is updated quarterly to include any data that makes
data more relevant. Moreover, management adjusts the historical loss estimates for conditions that more accurately capture probable loss
the portfolio. The specific allowance uses various techniques to arrive at an estimate of loss. Historical loss information, discounted cash fl
market value of collateral and secondary market information are all used to estimate those losses. The use of these values is inherently st
our actual losses could be greater or less than the estimates. The unallocated allowance captures losses that are attributable to various ¢
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events, as well as to industry or geographic sectors whose impact on the portfolio have occurred but have yet to be recognized in either tt
specific allowances. Our allowance for-bfilance sheet commitments is measured in approximately the same manner as the allowance for ou
includes an estimate of the likelihood of draw. At December 31, 2005, our allowance for loan losses was $352 million and our allowdatarfoe o
sheet commitments was $86 million, based upon our assessment of the probability of loss. For further information regarding our allowance
losses, see "Allowances for Credit Losses" in this ManageémBigcussion and Analysis of Financial Condition and Results of Operations.

Pension Obligations

Our pension obligations and related assets of our defined retirement benefit plan are presented in Note 9 to our Consolidated Financi
included in this Annual Report. Plan assets, which consist primarily of marketable equity and debt instruments, are valued using market qu
Plan obligations and the annual benefit expense are determined by independent actuaries and through key assumptions. Key assumptior
the plan obligations are the discount rate, the rate of compensation increases, and the estimated future return on plan assets. In determir
discount rate, we use the yield on higmality, fixedincome investments currently available with maturities corresponding to the anticipated tin
the future benefit payments. Compensation increase assumptions are based upon historical experience and anticipated future manageme
Asset returns are based upon the anticipated average rate of earnings expected on the invested funds of the plan. The 2005 net periodic
was $36 million, which increased over the 2004 net periodic pension cost of $22 million primarily due to a decrease in the assumed discount
6.25 percent to 5.75 percent. This drop in the discount rate accounted for most of the $87.8 million actuarial loss included in our pension be
obligation at December 31, 2005. The unrecognized net actuarial loss increased by $63.4 million, which will result in $6.6 million of additional
expense included in our 2006 results. Of the total $384 million of unrecognized net actuarial loss as of December 31, 2005, approximately $291
be subject to amortization over 9.6 years. The remaining $94 million is not currently subject to amortization. The unrecognized net actuarial
from differences between expected and actual assumptions of rate of return on plan assets and the discount rate. Included in the 2006 ne
pension cost will be $30 million of amortization related to the unrecognized net actuarial loss. We estimate our total 2006 net periodic pensic
be approximately $37 million, assuming a 2006 contribution of $100 million. The primary reason for the increase in net periodic pension cost f
compared to 2005 is the decrease in the assumed discount rate from 5.75 percent to 5.50 percent. The 2006 estimate for net
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periodic pension cost was actuarially determined using a discount rate of 5.50 percent, an expected return on plan assets of 8.25 percent
expected compensation increase assumption of 4.70 percent. A 50 basis point increase in either the discount rate, expected return on pla
rate of increase in future compensation levels would decrease (increase) 2006 periodic pension cost by $14.1 million, $6.9 million, and ($4.6)
respectively. A 50 basis point decrease in either the discount rate, expected return on plan assets, or the rate of increase in future compel
would increase (decrease) 2006 periodic benefit cost by $12.6 million, $6.9 million, and ($4.7) million, respectively.

Asset Impairment

We make estimates and assumptions when preparing our consolidated financial statements for which actual results will not be known
time. This includes the recoverability of Iofiged assets employed in our business, including those of acquired businesses, atithoteerporary
impairment in our securities portfolio. We test goodwill from our acquisitions for impairment at least annually or more frequently if events or
circumstances indicate that there may be cause for conducting an interim test. In testing for a potential impairment of goodwill, we estimate
value of each of our reporting units (generally defined as the level in which segment performance is analyzed) and compared this value to 1
value of each reporting unit. The estimated fair value of goodwill was established using a market approach method for our banking units ar
discounted cash flow model for our trust and insurance service units. We determined that the estimated fair value of each reporting unit wi
than its carrying value, therefore no impairment existed for the year ended 2005. Quarterly, we test our private capital investments for impail
reviewing the investée business model, current and projected financial performance, liquidity and overall economic and market conditions.
addition, we test our debt securities below Aa investment grade for impairment quarterly and during 2005 we recognized $0.6 milligracf othe
temporary impairment in the collateralized loan obligation (CLO) portfolio. Impairment testing of these securities requires the use of a numbe
assumptions related to cash flows, recovery rates, default rates, market valuations and reinvestment of cash flows during the reinvestmen
portfolio of securities is highly diversified, which we believe should mitigate the risk that downturns in any one industry segment will significi
impair the portfolio. Our higher grade debt securities are not tested fostb#reemporary impairment since we have the ability and intent to hol
them until our cost has been recovered.

F-6

Financial Performance

Summary of Financial Performance
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Increase (Decrease)

2004 versus 2003

2005 versus 2004

(Dollars in thousands) 2003 2004 2005 Amount Percent Amount Percent
Results of Operations
Net interest income $ 1,547,50: $ 1,624,01¢ $ 1,839,11:( $ 76,51z 4.9%| $ 215,09¢ 13.2%
Noninterest income

Service charges on deposit accounts 304,717 335,207 323,865 30,490 10.0 (11,342) (3.9

Trust and investment management fees 136,347 153,083 173,518 16,736 12.3 20,435 133

Insurance commissions 62,652 77,874 78,915 15,222 24.3 1,041 1.3

Securities losses, net (1,851) (12,085) (50,039) (10,234) nm (37,954) nm

Gain on private capital investments, net (128) 26,278 27,187 26,406 nm 909 3.5

Gain on sale of merchant card portfolio — 93,000 — 93,000 nm (93,000) nm

Other noninterest income 211,219 239,466 251,341 28,247 134 11,875 5.0
Total noninterest income 712,956 912,823 804,787 199,867 28.0 | ~ (108,036) (11.9)
Total revenue 2,260,46C 2,536,83¢ 2,643,901 276,379 12.2 107,062 4.2
(Reversal of) provision for loan losses 72,799 (45,757) (50,683) 118,556 nm 4,926 10.8
Noninterest expense

Salaries and employee benefits 780,740 848,717 934,354 67,977 8.7 85,637 10.1

Net occupancy 120,434 127,720 141,299 7,286 6.0 13,579 10.6

Outside services 65,088 74,978 117,190 9,890 15.2 42,212 56.3

Provision for losses on cffalance sheet

commitments) — — 4,000 — — 4,000 nm

Other noninterest expense 397,672 422,174 410,403 24,502 6.2 (11,771) (2.9
Total noninterest expense 1,363,934 1,473,58¢ 1,607,24€ 109,655 8.0 133,657 9.1
Income from continuing operations before -

income taxes 823,727 1,109,007 1,087,33¢ 285,280 34.6 (21,669) (2.0
Income tax expense 271,193 398,933 356,698 127,740 47.1 (42,235) (10.6)
Income from continuing operations 552,534 710,074 730,640 157,540 285 m 2.9
Income from discontinued operations before

income taxes 56,239 36,339 205,582 (19,900) (35.4) 169,243 nm
Income tax expense 21,634 13,879 73,289 (7,755) (35.8) 59,410 nm
Income from discontinued operations 34,605 22,460 132,293 (12,145)  (35.1) | 109,833 nm
Net income $ 587,13¢ $ 732,53¢ $ 862,93 | $ 145,39¢ 24.8%| $ 130,39¢ 17.8%

@ Net interest income does not include any adjustments for fully taxable equivalence.

@ Beginning in 2005, the net change in the allowance for losses dralafiice sheet commitments was recognized separately from the change in the allowance fol
losses. Prior periods have not been restated for this change.

nm = not meaningful

The primary contributors to our continuing operations financial performance for 2005 compared to 2004 are presented below.

Our net interest income was favorably influenced by higher earning asset volumes in each of our major loan categories, higher aver
our earning assets and strong deposit growth. Offsetting these positive influences to our net interest margin were higher rates on i
bearing liabilities and lower hedge income (See our discussion under "Net Interest Income.")

The reversal of our provision for loan losses in 2005 is primarily due to improving credit quality, which is highly influenced by improve
our commercial loan portfolio. However, this trend is balanced by increasing uncertainty in the economic outlook coupled with indica
the improvement in credit quality could be reaching its peak. (See our discussion under "Allowances for Credit Losses.")
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Our noninterest income was impacted by several factors:

In May 2004, we sold our merchant card portfolio to NOVA Information Systems. The sale of our merchant card portfolio reflec
ongoing effort to sharpen our strategic focus. Additionally, the-tenrg marketing alliance we formed with NOVA will provide us wi

marketing fees in the future;

A loss of $50.1 million on the sale of $1.5 billion of government agency securities in our available for sale portfolio during 2005
sales occurred as a result of our decision to rebalance our portfolio by diversifying our agency concentration risk, with the int

reinvesting in AAArated noragency mortgagbacked securities and to fund our expected loan growth;
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— Service charges on deposit accounts decreased primarily due to lower account analysis fees, stemming from an increase in
credit rate on commercial deposit balances;

— Trust and investment management fees increased from 2004 due to the impact of our acquisition of C@geharsied TruSource)
assets in August 2004 and the purchase of a trust asset portfolio of an affiliate in December 2004, as well as higher servicing
to increased assets under administration. Managed assets increased by 6 percentamndged assets increased by 2 percent f
2004 to 2005. Total assets under administration increased by 2 percent, to $209 billion, by December 31, 2005; and

— Other noninterest income increased, including comyamed life insurance (COLI) income of $7.4 milliamhich was previously
reported as an offset to noninterest expense id;2tigher merchant banking fees of $4.3 million (mostly related to higher syndice
fees); and $3.5 million in miscellaneous income including a $1.2 million bonus from NOVA due to strong results from our marke
alliance; partly offset by lower card processing fees of $9.0 million due to the sale of our merchant card portfolio in May 2004.

- Contributing to our higher noninterest expense were several factors:
— Salaries and employee benefits increased mostly from:

. acquisitions and new branch openings, which accounted for approximately 18 percent of the increase in our salaries and ¢
compensation;

- higher performanceelated incentive expense from goal achievements and the increased amortization of restricted stock;
. annual merit increases; and

- higher employee benefits expense mainly due to the impact of the lower discount rate we used to calculate our future pens
other postretirement liabilities (reduced from 6.25 percent for 2004 to 5.75 percent for 2005) and the change in the classificat
income to other noninterest income, which was $6.3 million in 2004 (previously reported as employee benefits expense in th
year);

— Net occupancy costs increased primarily due to charges associated with the consolidation of offices in San Francisco and a
and new branch openings;

— Outside services expense increased primarily as a result of higher costs of services related to title and escrow balances sten
higher earnings credit rate and higher balances in 2005;

— Provision for losses on effalance sheet commitments increased $4.0 million primarily as a result of growth in the level of comm
and

F-8

— Other noninterest expense decreased mainly due to a decrease in expenses related to litigation and professional consulting
compared to 2004 and net foreclosed asset income of $5.6 million as a result of gains on the sales of OREO, partly offset by t
software expenses related to the purchase and development of software to support key technology initiatives and higher ex
related to our acquisitions.

The primary contributors to our continuing operations financial performance for 2004 compared to 2003 are presented below.

- The reversal of our provision for loan losses in 2004 reflected the improvement in credit quality in our commercial loan portfolio. Redu
criticized and classified credits resulted from jodfig, loan grade improvements, and loan sales, which reduced our allowances for cred
(See our discussion under "Allowances for Credit Losses.")

- Our net interest income was negatively impacted by generally lower yields on our earning assets, resulting in a lower average yield
points on average earning assets, as well as lower hedge income of $66 million. Net interest income was favorably influenced, howe
higher earning asset volumes, including a higher mix of residential mortgages and securities. Strong deposit growth, including an att
of average noninterest bearing deposits to total deposits, also contributed favorably to our net interest income, which included lowt
income of $2 million. (See our discussion under "Net Interest Income.")

- Our noninterest income was impacted by several factors:

— Service charges on deposit accounts rose primarily from an increase in average demand deposits (excluding title and escrou
over 2003 and higher overdraft and ATM transaction fees;

— Insurance commissions increased mostly from our 2003 insurance agency acquisitions;

— Private capital investments had net gains of $26.3 million in 2004 compared to net loss of $0.1 million in 2003 as market valuati
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stabilized and private capital investments were sold;

— Trust and investment management fees increased from 2003 due to the impact of our acquisition of C@eharsied TruSource)
assets in August 2004 and higher servicing fees related to increased assets under administration. Managed assets increas
percent and nomanaged assets increased by 36 percent compared to 2003. Total assets under administration increased by
to $204 billion, by December 31, 2004, partly resulting from our acquisition of the corporate trust portfolio from our affiliate, BTN
Company, New York, in December 2004;

— In May 2004, we sold our merchant card portfolio to NOVA Information Systems; and

— Aloss of $13.3 million on the sale of $1.0 billion of agency securities in our available for sale portfolio in 2004. The sale occurre
result of our decision to use liquidity from leyielding securities to fund loan growth and to increase overall-asssttivity in the
balance sheet.

Contributing to our higher noninterest expense were several factors:
— Salaries and employee benefits increased mostly from:
- Acquisitions and new branch openings;

annual merit increases; and
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increased employee benefits expense due to acquisitions and new branch openings and higher pension expense;

— Net occupancy costs increased mostly from our acquisitions and new branch openings, partly offset by a $5.5 mitifoofveetéain
leasehold improvements recognized in the prior year; and

— Other noninterest expense rose in 2004 as a result of our strategy to diversify our sources of earnings and broaden our brar
through acquisitions and new branch openings and our continued development of online capabilities to complement physice
distribution through purchased software. In addition, we experienced higher expenses for customer vendor bills paid by us a
a higher earnings credit rate on deposits and increased litigation costs.
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Net Interest Income
The table below shows the major components of net interest income and net interest margin for the periods presented.

Years Ended December 31,

2003 2004 2005
nterest Average Interest Average Interest Average
Average Income/ Yield/ Average Income/ Yield/ Average Income/ Yield/
(Dollars in thousands) Balance Expensen Rate) Balance Expensen Rate() Balance Expenset) Rate()
Assels
Loans()
Domestic $ 24,864,76($ 1,371,48. 552% $ 25,916,63: % 1,362,22¢ 5.26% $ 31,238,89:+% 1,792,51! 5.74%
Foreign?) 63,037 3,518 5.58 131,221 6,209 4.73 213,712 10,340 4.84
Securities—taxable 8,709,564 345,900 3.97 11,701,86€ 422,047 3.61 10,262,274 392,452 3.82
Securities—tax-exempt 40,962 4,003 9.77 68,399 5,651 8.12 66,178 5,323 8.04
Interest bearing deposits in ban 36,754 296 0.81 201,716 3,417 1.69 112,247 2,676 2.38
Federal funds sold and securitie
purchased under resale
agreements 893,369 10,203 1.14 719,714 9,189 1.28 610,735 20,535 3.36
Trading account assets 316,886 3,599 1.14 293,560 3,778 1.29 292,648 4,494 1.54
Total earning assets T 34925332 1,739,000 4.98 ~ 39,033,107 1,812,420 4.64 ~ 42,796,68¢ 2,228,333 5.21
Allowance for loan losses (576,901)— (513,165)— (389,398)—
Cash and due from banks 2,123,899 2,171,838 2,247,905
Premises and equipment, net 503,981 507,503 520,084
Other assets 1,596,304 1,959,431 2,435,539
Total assets T 38,572,61F ¥ 43,158,71: . K
Liabilities e
Domestic deposits:
Interest bearing $ 10,371,01 71,075 0.69 $ 11,712,64t¢ 74,006 0.63 $ 12,843,90! 159,221 1.24
Savings and consumer time 3,976,021 42,715 1.07 4,405,572 38,374 0.87 4,667,868 60,248 1.29
Large time 2,313,159 36,596 1.58 2,145,306 32,499 1.51 2,617,185 69,816 2.67
Foreign deposit® 363,582 2,024 0.56 261,102 1,808 0.69 503,870 14,066 2.79

Total interest bearing depos 17,023,776 152,410 0.90 18,524,628 146,687 0.79 20,632,82€ 303,351 1.47
Federal funds purchased and

securities sold under repurche

aareements 405,982 3.408 0.84 596.997 7.470 1.25 898.107 25,854 2.88
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Net funding allocated from (to)

discontinued operatiors (357,400) (3,003) 0.84 (108,425) (816) 0.75 (507,397) (15,482) 3.05
Commercial paper 809,930 8,508 1.05 620,053 6,899 1.11 1,086,088 31,672 2.92
Other borrowed funds 191,939 5,265 2.74 162,424 4,866 3.00 168,220 6,313 3.75
Medium and longerm debt 425,960 7,845 1.84 807,070 16,773 2.08 807,592 32,206 3.99
Trust notes 351,575 14,510 4.13 62,480 2,780 4.45 15,562 953 6.12

Total borrowed funds — 1,827,986 36,633 2.00 —  ZT40599 37,972 1.77 ~— 2,468,172~  8I5I6 3.30
Total interest bearing
liabilities 18,851,762 188,943 1.00 20,665,227 184,659 0.89 23,101,00C 384,867 1.67
Noninterest bearing deposits 14,992,381 — 17,482,206 — 18,911,156 —
Other liabilities4) 897,440 961,080 1,318,575
Total liabilities — 34,741,583 —30,108,512 330,737
Stockholders Equity
Common equity 3,831,032 4,050,202 4,280,085
Total stockholdersequity — 3,831,032 — 4.780.085

’ ’ ’ ) ) ,

Total liabilities and

stockholders equity $ 38,572,61¢ $ 43,158,71« $ 47,610,81¢
Reported Net Interest E— E— ——
Income/Margin
Net interest income/margin
(taxableequivalent basis) 1,550,057 4.44% 1,627,761 4.17% 1,843,466 4.31%
Less: taxableequivalent

adjustment 2,553 3,745 4,352
Net interest income $ 1,547,507 T 1,624,01¢ T 1,839,11¢
Verage Assets and Liabilities of

Discontinued Operations for the December 31, December 31, December 31,
Year Ended: 2003 2004 2005

TASSER T 1,897,867 T 2,067,59. T 1,897,620
Liabilities $ 1,540,467 $ 1,959,16¢ $ 1,390,22¢
Net assets $ 357,40C $ 108,42¢ $ 507,397

(1 Yields and interest income are presented on a tayedésalent basis using the federal statutory tax rate of 35 percent.

@ Average balances on loans outstanding include all nonperforming loans and loans held for sale. The amortized portion of net loan origination fees (costs) is included in interest income on loa
an adjustment to the yield.

3 Foreign loans and deposits are those loans and deposits originated in foreign branches.
@ The average allowance related to losses ofbafance sheet commitments was included in other liabilities starting in 2005. Prior periods have not been restated.

) In September 2005, Union Bank of California, N.A. committed to a plan for disposal of its international correspondent banking business. All periods presented have been restated to reflect dis
operations. Net funding allocated from (to) discontinued operations represents the shortage (excess) of assets over liabilities of discontinued operations. The expense (earnings) on funds allc
discontinued operations are calculated by taking the net balance of discontinued operations for each quarter and applying an earnings rate or a cost of funds equivalent to the corresfeshfiing
purchased rate.The yetn-date expense (earnings) amount is the sum of the quarterly amounts.
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Net interest income in 2005, on a taxabtplivalent basis, increased 13 percent, and our net interest margin increased by 14 basis points
2004. This increase was primarily due to the following:

Favorable changes in the composition of our earning assets with strong growth in loan balances including $2.3 billion in average res
mortgages, $1.7 billion in average commercial loans and $1.0 billion in average commercial mortgages, offset by a $1.4 billion decline
securities balance;

Deposit growth contributed favorably to our net interest margin in 2005. Average noninterest bearing deposits were higher in 2005, «
2004, mainly due to higher average business demand deposits, including demand deposits from our title and escrow clients and ste
demand deposit growth. The ratio of noninterest bearing deposits to total deposits was 48 percent in 2005;

Yields on our earning assets were favorably impacted by the increasing interest rate environment, resulting in a higher average yieli
points on average earning assets, despite being negatively impacted by lower hedge income, which decreased by $66.9 million; an

In 2005, our cost of funds on interest bearing liabilities was negatively impacted by the increasing rate environment, resulting in a hic
average cost of interebearing liabilities of 78 basis points, including lower hedge income, which decreased by $7.6 million.

We use derivatives to hedge expected changes in the yields on our variable rate loans and term certificates of deposit (CDs), and to «
long-term, fixedrate borrowings to floating rate. Throughout 2005, these derivative positions have provided less net interest income than in
positions matured and as interest rates rose. However, as we expected, the declines in hedge income have been offset by increased yiel
underlying variable rate loans. For the twelve months ended December 31, 2004 and 2005, we had hedge income of $92.2 million and $17.7
respectively.

Net interest income in 2004, on a taxabtpiivalent basis, increased 5 percent from 2003. The increase was attributable to the following fa

The growth in average earning assets was primarily attributable to an increase in average securities and in average loans. The incr
average securities, which was comprised primarily of fixed rate securities, reflected liquidity and interest rate risk management action

Deposit growth contributed significantly to our lower cost of funds in 2004. Average noninterest bearing deposits were higher in 200
compared to 2003, mainly attributable to higher average business demand deposits and higher consumer demand deposit growth;

Yields on our earning assets were impacted by a flattening yield curve and lower reinvestment rates, resulting in a lower average yie
basis points on average earning assets, which was also negatively impacted by lower hedge income of $66.1 million; and
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During 2004, our strategy was to take advantage of our higher noninterest bearing deposit balances by reducing our balances in hi
rate liabilities such as large certificates of deposit, foreign deposits, commercial paper and other borrowed funds. In addition, we red
higher rate trust preferred notes in February 2004, which we funded with lower rate subordinated debt (issued in December 2003). T
lower rate liabilities resulted in a lower cost of funds on interest bearing liabilities of 11 basis points, which included lower hedge incol

As a result of these changes and a flattening yield curve environment, our net interest margin decreased by 27 basis points.

Analysis of Changes in Net Interest Income

(Dollars in thousands)

Years Ended December 31,

The following table shows the changes in the components of net interest income on agquizhlent basis for 2003, 2004, and 2005. The
changes in net interest income between periods have been reflected as attributable either to volume or to rate changes. For purposes of t
changes that are not solely due to volume or rate changes are allocated to rate. Loan fees of $65 million, $68 million and $79 million for the
2003, 2004 and 2005, respectively, are included in this table. Adjustments have not been made for interest received from a prior period.

2004 versus 2003

2005 versus 2004

Increase (decrease) due to

Increase (decrease) due to

change in change in
Average Average Net Average  Average Net
Volume Rate Change Volume Rate Change

Changes in Interest Income)
Loans:
Domestic
Foreign2
Securities—taxable
Securities—tax-exempt
Interest bearing deposits in banks
Federal funds sold and securities purchased under
agreements
Trading account assets
Total earning assets
Changes in Interest Expense
Domestic deposits:
Interest bearing
Savings and consumer time
Large time
Foreign deposits
Total interest bearing deposits
Federal funds purchased and securities sold under
repurchase agreements
Net funding allocated from (to) discontinued
operations
Commercial paper
Other borrowed funds
Medium and longerm debt
Trust notes
Total borrowed funds
Total interest bearing liabilities
Changes in net interest income

$ 58,065 $ (67,315 $ (9,252) $ 279,951 $ 150,33t $ 430,28¢

3,805 (1,114) 2,691 3,902 229 4,131
118,794 (42,647) 76,147  (51,969) 22,374  (29,595)
2,681 (1,133) 1,548 (180) (48) (228)
1,336 1,785 3,121 (1,512) 771 (741)
(1,980) 966 (1,014) (1,395) 12,741 11,346
(266) 445 179 (12) 728 716
182,433 =~ (109,019 73,420 228,785 187,128 415,913
9,257 (6,326) 2,931 7,127 78,088 85,215
4,596 (8,937)  (4,341) 2,282 19,592 21,874
(2,652) (1,445)  (4,097) 7,125 30,192 37,317
(574) 358 (216) 1,675 10,583 12,258
10,627 (16,3500 ~ (5,723) 18,209 ~ 138,455 156,664
1,605 2,457 4,062 3,764 14,620 18,384
2,091 96 2,187 (2,992) (11,674) (14,666)
(1,994) 385 (1,609) 5,173 19,600 24,773
(809) 410 (399) 174 1,273 1,447
7,012 1,916 8,928 11 15,422 15,433
(11,940) 210  (11,730) (2,088) 261 (1,827)
(4,035) 5,474 1,439 4,042 39,502 43,544
6,592 (10,876) ~ (4,284) ~ 22,251 ~ 177,957 200,208

$ 175841 $ (98,137) $ 77,704 $ 206,563Z $

9,171 $ 215,70¢

@ Interest income is presented on a taxaddeivalent basis using the federal statutory tax rate of 35 percent.

@ Foreign loans and deposits are those loans and deposits originated in foreign branches.
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Noninterest Income

Increase (Decrease)
Years Ended December 31,

Years Ended December 31, 2004 versus 2003 2005 versus 2004

(Dollars in thousands) 2003 2004 2005 Amount Percent Amount Percent
Service charges on deposit accounts $ 304,717 $ 335,207 $ 323,868 $ 30,49C 10% $ (11,3420 (3)%
Trust and investment management fees 136,347 153,083 173,518 16,736 12 20,435 13
Insurance commissions 62,652 77,874 78,915 15,222 24 1,041 1
Merchant banking fees 30,990 39,646 43,898 8,656 28 4,252 11
Foreign exchange gains, net 28,542 32,004 33,902 3,462 12 1,898 6
Brokerage commissions and fees 31,755 33,063 30,038 1,308 4 (3,025) 9)
Card processing fees, net 37,520 34,147 25,105 (3,373) 9) (9,042) (26)
Securities losses, net (1,851) (12,085) (50,039) (10,234) nm (37,954) nm
Gain on sale of merchant card portfolio — 93,000 — 93,000 nm (93,0000 nm
Gain on private capital investments, net (128) 26,278 27,187 26,406 nm 909 3
Other 82,412 100,606 118,398 18,194 22 17,792 18

Total noninterest income § 712,95¢ § 912,827 § 804,781 $ 199,867 28y, $ (108,030 (12y%

nm = not meaningful

Noninterest Expense

Increase (Decrease)
Years Ended December 31,

Years Ended December 31, 2004 versus 2003 2005 versus 2004
(Dollars in thousands) 2003 2004 2005 Amount  Percent Amount Percent
Salaries and other compensation $ 637,482 $ 685,757 $ 748,04¢ $ 48,271 8% $ 62,29: 9%
Employee benefits 143,258 162,964 186,30¢ 19,706 14 23,344 14
Salaries and employee benefits 780,74C 848,717 934,354 67,977 9 ~ 85637 10
Net occupancy 120,434 127,72C 141,29¢ 7,286 6 13,579 11
Outside services 65,088 74,978 117,19C 9,890 15 42,212 56
Equipment 63,988 67,839 68,206 3,851 6 367 1
Software 45,536 51,877 58,511 6,341 14 6,634 13
Professional services 48,274 48,371 45,500 97 — (2,871) (6)
Communications 41,607 42,011 41,909 404 1 (102) —
Advertising and public relations 39,034 37,965 36,803 (1,069) 3) (1,162) 3)
Data processing 31,726 32,528 32,687 802 3 159 —
Intangible asset amortization 11,366 19,471 19,921 8,105 71 450 2
Foreclosed asset expense (income) (84) 1,211 (5,635) 1,295 nm (6,846) nm
Provision for losses on offalance sheet
commitments) — — 4,000 — — 4,000 nm
Other 116,225 120,901 112,501 4,676 4 (8,400) (7)
Total noninterest expense $ 1,363,93¢ $ 1,473,58¢ $ 1,607,24¢ $ 109,65¢ 8% $ 133,651 9%

nm = not meaningful

@ Beginning in 2005, the net change in the allowance for losses dralzffice sheet commitments was recognized separately from the change in the allowance foi
losses. Prior periods have not been restated.

Income Tax Expense

(Dollars in thousands) 2003 2004 2005
Income before income taxes $ 823,727 $ 1,109,000 $ 1,087,33¢
Income tax expense 271,193 398,932 356,698
Effective tax rate 33% 36% 33%

The decrease in the effective tax rate in 2005 is due to lower California state taxes in 2005 as compared to 2004, and a reduction to 200
expense of $10.0 million for estimated amounts owed to the Internal Revenue Service (IRS) with respect to certain leveraged leasing transe
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In the normal course of business, the tax returns of UnionBanCal Corporation and its subsidiaries are subject to review and examinati
tax authorities. In the course of its examination of our federal tax returns for the years 1998 through 2002, the IRS has disallowed the tax de
claimed with respect to certain leveraged leasing transactions, referred to ag/leaseout” (LILOs). We believe our tax treatment of these LIL(
was consistent with applicable tax law, regulations and case law, and we intend to defend our position vigorously.

In 2003 we made partial payments of the tax and interest assessed and filed a protest with the IRS Administrative Appeals Division (A|
During 2005 we concluded our discussions with Appeals without resolution. In the fourth quarter of 2005, we paid the balance of the tax an
for a total payment of $95.1 million. In January 2006, we filed refund claims for the tax and interest assessed. If the claims are denied, we int
our available legal remedies.

The tax payments did not affect our income tax expense because deferred taxes were previously provided on the leveraged leases as
SFAS No. 13 "Accounting For Leases." We also maintain a tax reserve for interest deficiencies, against which the interest payments were i
amount of the reserve is based on managembest estimate of the most likely outcome of the matter.

The State of California requires us to file our franchise tax returns as a member of a unitary group that includes Mitsubishi UFJ Financi
Group, Inc. and either all worldwide affiliates or only U.S. affiliates. Since 1996, we have elected to file our California franchise tax returns on i
unitary basis. The inclusion of Mitsubishi UFJ Financial Gtedimancial results, which in some years were net losses, has partially offset our r
profits subject to California income tax. The inclusion of Mitsubishi UFJ Financial Grewgrldwide property, payroll and sales in the calculation
the California apportionment factor has also reduced the percentage of our income subject to California income tax. As a result, our effectiv
California had been significantly lower than the statutory rate, net of federal benefit, of 7.05 percent.

Changes in Mitsubishi UFJ Financial Grosipaxable profits will impact our effective tax rate. Mitsubishi UFJ Financial Gsdapable profits are
impacted most significantly by changes in the worldwide economy, especially in Japan, and decisions that they may make about the timing
recognition of credit losses or other matters. When Mitsubishi UFJ Financial'&reopdwide taxable profits rise, our effective tax rate in Califorr
will rise, and when they decrease, our rate will decrease. We review Mitsubishi UFJ Financias Gnamgial information on a quarterly basis in or
to determine the rate at which to recognize our California income taxes. However, all of the information relevant to determining the effective (
tax rate may not be available until after the end of the period to which the tax relates in part from the differences between owefistahgear
Mitsubishi UFJ Financial Groug. The determination of the California effective tax rate involves management judgment and estimates, and c:
during the calendar year or between calendar years, as additional information becomes available.

For additional information regarding income tax expense, including a reconciliation between the effective tax rate and the statutory tax
Note 11 to our Consolidated Financial Statements included in this Annual Report.
Credit Risk Management

Our principal business activity is the extension of credit in the form of loans and credit substitutes to individuals and businesses. Our
applicable laws and regulations governing the extension of credit require risk analysis including an extensive evaluation of the purpose of
and the borrowes ability and willingness to repay us as scheduled. Our evaluation also includes ongoing portfolio and credit management
portfolio diversification, lending limit constraints, credit review and approval policies, and extensive internal monitoring.
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We manage and control credit risk through diversification of the portfolio by type of loan, industry concentration, dollar limits on multipl
the same borrower, geographic distribution and type of borrower. Geographic diversification of loans originated through our branch networ
generally within California, Oregon and Washington, which we consider to be our principal markets. In addition, we originate and participate
activities outside these states, as well as internationally.

In analyzing our loan portfolios, we apply specific monitoring policies and procedures that vary according to the relative risk profile anc
characteristics of the loans within the various portfolios. Our residential, consumer and certain small commercial loans and leases are relati
homogeneous and no single loan is individually significant in terms of its size or potential risk of loss. Therefore, we review these portfolios
analyzing their performance as a pool of loans. In contrast, our monitoring process for the larger commercial, financial and industrial, constr
commercial mortgage, leases, and foreign loan portfolios includes a periodic review of individual loans. Loans that are performing but have
signs of weakness are subjected to more stringent reporting and oversight. We review these loans to assess the ability of the borrowing ¢
continue to service all of its interest and principal obligations and as a result may adjust the risk grade of the loan accordingly. In the event
believe that full collection of principal and interest is not reasonably assured, the loan is appropriately downgraded and, if warranted, place
nonaccrual status, even though the loan may be current as to principal and interest payments.

We have a Credit Review and Management Committee chaired by the Chief Credit Officer and composed of the Chief Executive Officer
executive officers that establishes our overall risk appetite, portfolio concentration limits, and credit risk rating methodology. This committee
supported by the Credit Policy Forum, composed of Group Senior Credit Officers that have responsibility for establishing credit policy, credi
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underwriting criteria, and other risk management controls. Credit Administration, under the direction of the Chief Credit Officer and his desig
Group Senior Credit Officers, is responsible for administering the credit approval process and related policies. Policies require an evaluatior
requests and ongoing reviews of existing credits in order to ensure that the purpose of the credit is acceptable, and that the borrower is at
to repay as agreed. Furthermore, policies require prompt identification and quantification of asset quality deterioration or potential loss.

Another part of the control process is the internal credit examination function, which reports to the Board of Directors and provides bo
Board of Directors and executive management with an independent assessment of the level of credit risk and the effectiveness of the cred
process. The Credit Examination Group routinely reviews the accuracy and timeliness of risk grades assigned to individual borrowers to er
business unit credit risk identification process is functioning properly. This group also assesses compliance with credit policies and underv
standards at the business unit level. Additionally, the Credit Examination Group reviews and provides commentary on proposed changes 1
policies, practices and underwriting guidelines. The Credit Examination Group summarizes its significant findings on a regular basis and prc
recommendations for corrective action when credit management or control deficiencies are identified.
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Loans

The following table shows loans outstanding by loan type and as a percentage of total loans for 2001 through 2005. Information abou
portfolio is also included in "Business Segments."

Increase

(Decrease)
December 31,
2005 From:
December 31,
December 31, 2004
(Dollars in millions) 2001 2002 2003 2004 2005 Amount Percent
Domestic:
Commercial, financial
and industrial $ 11,467 48% $ 10,60C 42% $ 8,79¢ 36%$ 9,76C 34% $ 11,231 34% $ 1,471 15.1%
Construction 1,060 4 1,285 5 1,101 5 1,130 4 1,447 4 317 28.1
Mortgage:
Residential 4,788 20 6,365 26 7,464 31 9,538 33 11,380 34 1,842 19.3
Commercial 3,591 15 4,150 16 4,195 17 5,409 19 5,683 17 274 5.1
Total mortgage 8,379 35 10,515 42 11,659 48 14,947 52 17,063 51 2,116 14.2
Consumer:
Installment 1,200 5} 910 4 819 3 768 2 891 B 123 16.
Revolving lines of
credit 859 4 1,103 4 1,222 5 1,582 5 1,611 5 29 1.8
Total consumer  — 2059 9 2,013 8 2,041 8 2,350 7 2,502 8 ~— 152 6.5
Lease financing 979 4 813 3 664 3 609 2 580 2 (29) (4.8)
Total loans in - -
domestic offices 23,944 100 25,226 100 24,264 100 28,796 99 32,823 99 4,027 14.0
Loans originated in foreic
branches — — 12 — 99 — 195 1 220 1 25 12.8
Total loans held for -
investment $ 23944 100 $ 25,23t 100 $ 24,36 100 $ 28,991 100 $ 33,042 100 $ 4,052 14.0
Total loans held for
sale - = 17 — 12 — 18 — 53 — (65) (55.1)
Total loans $ 2394 100% S 2525¢ 100% 3 2437F 100% $ 29,105 100% $ 33.09€ 1000 $ 3,987 13.7%

Commercial, Financial and Industrial Loans

Commercial, financial and industrial loans represent one of the largest categories in the loan portfolio. These loans are extended princ
corporations, middlenarket businesses, and small businesses, with no industry concentration exceeding 10 percent of total loans. Althoug
our customers are located in California, the portfolio has a high degree of geographic diversification based upon out cexstmmensases, whict
we believe lowers our vulnerability to changes in the economic outlook of any particular region of the U.S.

Our commercial market lending originates primarily through our commercial banking offices. These offices, which rely extensively on reli
oriented banking, provide a variety of services including cash management services, lines of credit, accounts receivable and inventory fine
Separately, we originate or participate in a wide variety of financial services to major corporations. These services include traditional comme
banking and specialized financing tailored to the needs of each cust@pecific industry. Presently, we are active in, among other sectors, the
and gas, communications, media, entertainment, retailing, power and utilities and financial services industries.

The commercial, financial and industrial loan portfolio increased from December 31, 2004 mainly from increased loan demand primarily ir
California middle market and specialty segments, which reflected the improving economy in those markets.
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Construction and Commercial Mortgage Loans

We engage in noresidential real estate lending that includes commercial mortgage loans and construction loans secured by deeds ol
Construction loans are made primarily to commercial property developers and to residential builders.
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The construction loan portfolio increase from December 31, 2004 was mainly due to demand for nfarsilygl@mes, as well as apartment,
condominium, shopping center and Real Estate Investment Trust financing. Additionally, improvement in commercial income property mark
accounted for some related growth in development and construction loans.

The commercial mortgage loan portfolio consists of loans on commercial and industrial projects primarily in California. The increase in ct
mortgages from December 31, 2004s mainly due to general improvements in commeiri@imeproperty markets, which resulted in increased
financings and refinancings.

Residential Mortgage Loans

We originate residential mortgage loans, secured byt@feur family residential properties, through our multiple channel network (includin
branches, mortgage brokers, and kgrphone) throughout California, Oregon and Washington, and we periodically purchase loans in our m
area. At December 31, 2005, 59 percent of our residential mortgage loans were interest only, of which none are negative amortizing. At orig
interest only loans had high credit scores and had weighted average-kadne (LTV) ratios of approximately 64 percent. The remainder of the
portfolio consists of balloon or regular amortizing loans.

The increase in residential mortgages in 2005 compared to 2004 was primarily driven by adjustable rate mortgages (ARMs). We hold n
loans we originate, selling only our-§@ar, fixed rate loans, except for Community Reinvestment Act (CRA) loans.

Consumer Loans

We originate consumer loans, such as auto loans and home equity loans and lines, through our branch network. The primary driver o
in consumer loans was our "Flex Equity Line/Loan" product. The "Flex Equity Line/Loan" allows our customers the flexibility to manage a line
with as many as four fixed rate loans under a single product. We offer a "Flex Equity High LTV" product, which allows our customers to drav
percent of the value of their real estate or $100 thousand, whichever is less. At December 31, 2005, the amount outstanding from this prod
approximately $5 million.

Lease Financing

We primarily offer two types of leases to our customers: direct financing leases, where the assets leased are acquired without additio
from other sources; and leveraged leases, where a substantial portion of the financing is provided by debt with no recourse to us. Include
portfolio are leveraged leases of $564 million, which are net of@course debt of approximately $1.2 billion. We utilize a number of special purg
entities for our leveraged leases. These entities serve legal and tax purposes and do not function as vehicles to shift liabilities to other pat
deconsolidate affiliates for financial reporting purposes. As allowed by US GAAP and by law, the gross lease receivable is offset by the qu
recourse debt. In leveraged lease transactions, thegaitd lender may only look to the collateral value of the leased assets for repayment. Tl
decline of auto lease financing from December 31, 2004 was primarily attributable to the maturities of our discontinued auto leasing activity.
December 31, 2005, this portfolio had declined to $2.2 million and will fully mature during 2006.

Cross-Border Outstandings

Our crosshorder outstandings, including those that are part of our discontinued operations, reflect certain additional economic and po
that are not reflected in domestic outstandings. These risks include those arising from exchange rate fluctuations and restrictions on the ti
funds. The following table sets forth our crdssder outstandings as of December 31, 2003, 2004, and 2005, for any country where such out:
exceeded 1 percent of total assets. The dsosder outstandings were compiled
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based upon category and domicile of ultimate risk and are comprised of balances with banks, trading account assets, securities available 1
securities purchased under resale agreements, loans, accrued interest receivable, acceptances outstanding and investments with foreigr
any country shown in the table below, any significant local currency outstandings are either hedged or funded by local currency borrowing
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Public Corporations
Financial Sector and Other Total

(Dollars in millions) Institutions Entities Borrowers Outstandings
December 31, 2003

Korea $ 630 $— $ 28 $ 658
December 31, 2004

Korea $ 615 $— $ 3 $ 618
December 31, 2005

None $ — $— $ — $ —

Provision for Loan Losses

We recorded a reversal of the provision for loan losses of $51 million in 2005, compared to $46 million in 2004. Provisions for loan losse
charged to income to bring our allowance for loan losses to a level deemed appropriate by management based on the factors discussed t
"Allowances for Credit Losses" below. During 2005, we began to recognize changes in our allowance for losdedantefheet commitments
separately from our allowance for loan losses and recognized a provision of $4 million in noninterest expense.

Allowances for Credit Losses
Policy and Methodology

We maintain allowances for credit losses (defined as both the allowance for loan-hathoffe sheet commitment losses) to absorb losses
inherent in the loan portfolio as well as for leases anthalfince sheet commitments. The allowances are based on our regular, quarterly asse
of the probable estimated losses inherent in the loan portfolio and unused commitments to provide financing. Our methodology for measur
appropriate level of the allowances relies on several key elements, which include the formula allowance, specific allowances for identified pr
exposures, and the unallocated allowance.

The formula allowance is calculated by applying loss factors to outstanding loans and certain unused commitments, in each case ba:
internal risk grade of such loans, leases and commitments. Changes in risk grades affect the amount of the formula allowance. Loss factor
our historical loss experience and may be adjusted for significant factors that, in managpremtent, affect the collectibility of the portfolio as ¢
the evaluation date. Loss factors are developed in the following ways:

loss factors for individually graded credits are derived from a migration model that tracks historical losses over a period, such as an
cycle, which we believe captures the inherent losses in our loan portfolio; and

pooled loan loss factors (not individually graded loans) are based on expected nebéfisaRmoled loans are loans that are homogeneo
nature, such as consumer installment, home equity, residential mortgage loans and certain small commercial loans.

We believe that an economic cycle is a period in which both upturns and downturns in the economy have been reflected. We calculat
factors over a time interval that spans what we believe constitutes a complete and representative economic cycle.
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Loan loss factors, which are used in determining our formula allowance, are adjusted quarterly primarily based upon the level of histori
chargeoffs and losses expected by management in the near term. We estimate our expected losses based on a loss confirmation period.
confirmation period is the estimated average period of time between a material adverse event affectingwetbiadis of a borrower and the
subsequent recognition of a loss. Based upon our evaluation process, we believe that, foctioizesh riskgraded loans, on average, losses
sustained approximately 10 quarters after an adverse event in the tsdifitorcial condition has taken place. For our criticizedgigided loans, we
measure the losses based upon the remaining life of the loan. See definition of criticized crediGharges in the Formula and Specific
Allowances in this section of the "ManagemeésDiscussion and Analysis of Financial Condition and Results of Operations." Similarly, for po
managed credits, the loss confirmation period varies by product, but ranges between one and two years.

Furthermore, based on managemejudgment, our methodology permits adjustments to any loss factor used in the computation of the 1
allowance for significant factors, which affect the collectibility of the portfolio as of the evaluation date, but are not reflected in the loss facto
assessing the probable estimated losses inherent in the loan portfolio on a quarterly basis, we are able to adjust specific and inherent los
based upon the most recent information that has become available. This includes changing the number of periods that are included in the
the loss factors and adjusting qualitative factors to be representative of the economic cycle that we expect will impact the portfolio. Update
confirmation period are done when significant events cause us to reexamine our data.

Specific allowances are established in cases where management has identified significant conditions or circumstances related to a cre
portfolio segment that management believes indicate the probability that a loss has been incurred. This amount may be determined either
prescribed by SFAS No. 114, or methods that include a range of probable outcomes based upon certain qualitative factors.
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The unallocated allowance is based on managémewaluation of conditions that are not directly reflected in the determination of the forn
and specific allowances. Prior to 2004, certain losses that had previously been considered in the determination of the unallocated allowan
incorporated into our formula allowance through the change made to recognize losses based on a loss confirmation period, thereby elimin
to reflect them in our unallocated allowance. The evaluation of the inherent loss with respect to the conditions listed below is subjectto a
of uncertainty because they may not be identified with specific problem credits or portfolio segments. The conditions evaluated in connecti
unallocated allowance may include the following, which could exist at the balance sheet date:

- general economic and business conditions affecting our key lending areas;

. credit quality trends (including trends in nonperforming loans expected to result from existing conditions);
. collateral values;

. loan volumes and concentrations;

. specific industry conditions within portfolio segments;

. recent loss experience in particular segments of the portfolio;

. duration of the current economic cycle;

- bank regulatory examination results; and

. findings of our internal credit examiners.
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Executive management reviews these conditions quarterly in discussion with our senior credit officers. To the extent that any of these
is evidenced by a specifically identifiable problem credit or portfolio segment as of the evaluation date, maregstimeate of the effect of such
conditions may be reflected as a specific allowance, applicable to such credit or portfolio segment. Where any of these conditions is not e'
specifically identifiable problem credit or portfolio segment as of the evaluation date, managewahtation of the probable loss related to such
condition is reflected in the unallocated allowance.

The allowances for credit losses are based upon estimates of probable losses inherent in the loan portfolio anebedataie sfieet
commitments. The actual losses can vary from the estimated amounts. Our methodology includes several features that are intended to res
differences between estimated and actual losses. The loss migration model that is used to establish the loan loss factors for individually g
designed to be setforrecting by taking into account our loss experience over prescribed periods. In addition, by basing the loan loss factor
period reflective of an economic cycle, recent loss data that may not be reflective of prospective losses going forward will not have an undi
on the calculated loss factors.

The following table reflects the allowance for loan losses allocated to each respective loan category at period end and as a percentac
period end balance of that loan category, as set forth in the "Loans" table onpadeoF periods prior to 2004, the allowance for loan losses
included the allowance for losses on-bélance sheet commitments. As a result, the percentage allocated to each loan by type for 2004 and :
be higher absent any other changes affecting the loss factors and risk grades.
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December 31,

(Dollars in thousands) 2001 2002 2003
Domestic:
Commercial, financial, and industrial $ 39990( 3.49% $ 314,87: 297% $ 276,30¢ 3.14%
Construction 12,300 1.16 24,900 1.94 16,400 1.49
Mortgage:

Residential 1,400 0.03 1,900 0.03 2,200 0.03

Commercial 21,100 0.5¢ 28,519 0.69 24,756  0.58

Total mortgage 22,500 0.27 30,419 0.29 26,956  0.23
Consumer:
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Installment 9,700 0.81 6,400 0.7C 3,000 0.37

Revolving lines of credit 4,800 0.56 6,100 0.55 5300 0.43

Total consumer 14,500 0.7C 12,500 0.62 8,300 0.41

Lease financing 12,000 1.23 30,690 3.77 29,800 4.49

Total domestic allowance 461,20C  1.93 413,382 1.64 357,762  1.47

Foreign Allowancé’ 1,800  nm 1,400  11.67 2,200 2.22
Unallocated 171,509 194,408 172,948

Total allowance for loan
losses $ 63450¢ 2p504 $ 609,19( 241% $ 532,910  2.19%

Increase (Decrease)
Years Ended December 31,

December 31, 2005 versus 2004
(Dollars in thousands) 2004 2005 Amount Percent
Domestic:
Commercial, financial, and
industrial $ 179,577 1.84% $ 163,90( 1.46% $ (15,677) (9)%
Construction 14,843 131 19,800 1.37 4,957 33
Mortgage:
Residential 2,900 0.03 3,400 0.03 500 17
Commercial 83,414 1.54 72,500 1.28 (10,914 (13)
Total mortgage 86,314  0.58 75,900 0.44 (10,414 (12)
Consumer:
Installment 2,400 0.31 1,900 0.21 (500) (22)
Revolving lines of credit 2,400 0.15 7,200 0.45 4,800 200
Total consumer 4,800 0.20 9,100 0.36 4,300 90
Lease financing 27,634  4.54 17,200 2.97 (10,439 (38)
Total domestic allowance 313,168  1.09 285,90C  0.87 (27,268) 9)
Foreign Allowancé) 3,300 1.69 600  0.27 (2,700) (82)
Unallocated 82,688 65,032 (17,65€) (212)
Total allowance for loan
losses $ 39915t 13700 $ 35153. 10606 $ (47,629 (12)%

@ Reflects the formula allowance attributed to all foreign loans including our discontinued operations and all allocated allowances for our Calgary branch.

nm = not meaningful

Comparison of the Total Allowances and Related Provisions for Credit Losses

At December 31, 2003, 2004, and 2005, our total allowances for credit losses were 190 percent, 338 percent, and 744 percent of total n
loans, respectively. In addition, the allowances incorporate the results of measuring impaired loans as provided in SFAS No. 114 and SFAS
These accounting standards prescribe the measurement methods, income recognition and disclosures related to impaired loans. At Decen
total impaired loans were $59 million and the
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associated impairment allowance was $13 million, compared with total impaired loans of $88 million and an associated impairment allowance
million at December 31, 2004, and total impaired loans of $229 million and an associated impairment allowance of $55 million at December 31,

Prior to December 31, 2004, the allowance for loan losses included the allowance for lossésiamodfsheet commitments. At December 31
2004, the allowance for losses on-b#flance sheet commitments of $82 million was transferred to other liabilities. However, funded loans and
balance sheet commitments are considered together when determining the adequacy of the allowances for credit losses as a whole. At De
2005, the allowance for losses on-b#flance sheet commitments was $86 million, resulting in a $4 million increase from the prior year primarily (
growth.

During 2003, 2004, and 2005 there were no material changes in estimation methods or assumptions that affected our methodology for
appropriateness of the formula and specific or unallocated allowances for credit losses, except for the following refinements:

. In 2003, we adjusted our loss factors for refinements in the recovery rates on previously charged off loans and the period used to
economic cycle.
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In 2004, we refined odoss factors for commercial real estate and construction lending in order to more accurately capture
loss inherent in the portfolio arek adjusted the period used to calculate the cumulative loss rates on criticized loans from 12 to 24
to better estimate losses over the life of the loans. We revised our method of estimating our expected losses based on a loss confir
period. The loss confirmation period is the estimated average period of time between a material adverse event affectingahthicrestt of
a borrower and the subsequent recognition of a loss. Based upon our evaluation process, we believe that,-twitioizedpriskgraded
loans, on average, losses are sustained approximately 10 quarters after an adverse event in tedineedii@mrcondition has taken place.
Similarly, for pootmanaged credits, the loss confirmation period varies by product, but ranges between one and two years.

During 2003, 2004, and 2005, changes in estimates and assumptions regarding the effects of economic and business conditions or
and other factors also affected the assessment of the unallocated allowance.

As a result of managemestassessment of factors, including improvements in the quality of our loan portfolio, a strong U.S. economy, i
conditions in the communications/media, power, and other sectors in domestic markets in which we operate, and growth and changes in tt
composition of the loan portfolio, offset by the adverse impact of increasing fuel costs across the whole economy, we recorded a reversal
for loan losses of $51 million in 2005 compared to $46 million in 2004. The refinements we made in the manner in which we segment our allov
credit losses, as previously described, had no impact on the overall level of the allowances.

The following table sets forth the components of the allowances for credit losses.

Increase (Decrease)
December 31, 2005 from:

December 31, December 31, 2004

(Dollars in millions) 2003 2004 2005 Amount Percent
Allocated allowance:

Formula $ 280 $ 361 $ 356 $ (5 1)%

Specific 80 38 17 (21) (55)

Total allocated allowance 360 399 373 (26)

Unallocated allowance 173 83 65 (18) (22)
Total allowances for credit losses $ 533 $ 482 $ 438 $ (44) (9)%

F-23

Changes in the Formula and Specific Allowances

The decrease in the formula allowance as of December 31, 2005, compared to December 31, 2004, was due primarily to the decrease in
credits (as defined below), partly offset by the overall growth in performing.loans

The specific allowance decreased at December 31, 2005, compared to December 31, 2004. The decrease was primarily reflective of det
nonaccrual loans and the chaigfés on certain aircraft leases. At December 31, 2004, the specific allowance decreased from December 31, 20
primarily reflecting a decrease in impaired loans and the renegotiation of terms for certain aircraft leases, which resulted in the reporting of-
as operating leases.

The total allocated allowance includes the allowance for losses relateebalarfte sheet exposures such as unfunded commitments and
of credit.

At December 31, 2003, the allocated portion of the allowances for credit losses included $240 million related to special mention and cla
credits (criticized credits), compared to $118 million at December 31, 2004, and $82 million at December 31, 2005. The yearly declines resultec
from improving credit quality. Special mention and classified credits are those that are internally risk graded as "special mention," "substan
"doubtful." Special mention credits are potentially weak, as the borrower has begun to exhibit deteriorating trends, which, if not corrected, ¢
jeopardize repayment of the loan and result in further downgrade. Substandard credits hdeBneedllweaknesses, which, if not corrected, coulc
jeopardize the full satisfaction of the debt. A credit classified as "doubtful" has critical weaknesses that make full collection improbable.

Changes in the Unallocated Allowance

The following table identifies the components of the unallocated allowance and the range of inherent loss.

(Dollars in millions) December 31, 2003 December 31, 2004 December 31, 2005
Commitments Commitments Commitments
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Concentration @ Low High @ Low High @ Low High
Fuel Prices $ - $— $ — $ 38,472 $10 $ 34 $ 43,557 $ 8 $34
Real Estate 6,432 16 32 7,663 10 22 8,728 8 18
Concentrated Sales — — = — — — 2,175 4 7
Leasing 596 5 11 615 15 26 586 3 6
Contractors — — — — — — 987 3 5
Retajl 1,557 6 12 1,807 1 3 2,118 1 3
Foreign 1,134 11 20 181 5 10 — — —
Power Companies/Utilities 3,208 13 27 3,611 3 6 — — —
Other 26,394 35 78 1,793 3 5 — - —
Total Attributed $86 $ 180 $47 $ 106 $27 $73

@ Includes loans outstanding and unused commitments.
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At December 31, 2005, the unallocated allowance decreased compared to December 31, 2004. The reasons for the decrease, and for
unallocated allowance is warranted, are detailed below.

In our assessment as of December 31, 2005, management focused, in particular, on the factors and conditions set out below. There c
assurance that the adverse impact of any of these conditions on us will not be in excess of the ranges set forth.

Although in certain instances the downgrading of a loan resulting from the effects of the conditions described below has been reflecte
formula allowance, management believes that the impact of these events on the collectibility of the applicable loans may not have been ref
level of nonperforming loans or in the internal risk grading process with respect to such loans. In addition, our formula allowance does not 1
consideration sectespecific changes in the severity of losses that are expected to arise from current economic conditions compared with o1
losses. Accordingly, our evaluation of the probable losses related to the impact of these factors was reflected in the unallocated allowance
evaluations of the inherent losses with respect to these factors are subject to higher degrees of uncertainty because they are not identifie
problem credits.

In certain cases, we believe that credit migration is likely to be somewhat more severe thantie émegage, but a greater share of the inh
probable loss associated with this credit migration is now captured in the allocated allowance as a result of the previously mentioned refine
methodology that was instituted during 2004. In these cases, we have reduced certain unallocated allowance attributions. The following d
specific conditions we considered.

- With respect to fuel prices, we considered higher prices of oil and petroleum products that were experienced during the year, and th
across virtually all sectors of the economy.

- With respect to residential real estate construction, we considered the impact of increasing commodity prices on builders and weak
residential real estate market.

- With respect to concentrated sales, we considered the risks associated with customer concentration among these retailers.
- With respect to leasing, we considered the improving outlook for power plants and the uncertain situation with airlines.

- With respect to contractors, we considered the negative impact rising commodity prices have on profit margins for contractors unde
contracts and the slowdown or flattening of certain residential construction markets.

- With respect to retailers, we considered mixed sales results especially during the recent holiday period, with retailers reporting both
poor sales, and specific concerns among certain retail segments.

- With respect to croskorder exposures in certain foreign countries, the attribution associated with these credits was eliminated as a
the sale of our international correspondent banking business.

During 2004, we refined our formula allowance to include certain losses based upon a loss confirmation period, which has eliminated tl
consider those losses in the attributions of our unallocated allowance. In evaluating the results of this methodology change, we considere
of underlying conditions on expected future credit migration for each of our lending segments. In several cases, we concluded that this exg
not likely to be more severe than the lelig average embedded in the loss factors that drive the formula allowance calculation. In these case
determined that our attribution, previously established for the technology and consumer sectors, was no longer required.
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At December 31, 2004, the unallocated allowance decreased compared to December 31, 2003 primarily from improving economic indica
general and identifiable improving conditions in several specific sectors and from the impact of recognizing losses based upon the loss cor
period.In our assessment as of December 31, 2004, management focused, in particular, on the factors and conditions set out

Although in certain instances the downgrading of a loan resulting from these effects was reflected in the formula allowance, managem
that in most instances the impact of these events on the collectibility of the applicable loans may not have been reflected in the level of nor
loans or in the internal risk grading process with respect to such loans. Accordingly, our evaluation of the probable losses related to these
reflected in the unallocated allowance. The evaluations of the inherent losses with respect to these factors were subject to higher degrees
uncertainty becauseely were not identified with specific problem credits.

- With respect to fuel prices, we considered the sustained high prices of oil and petroleum products, and the impact across virtually &
the economy.

- With respect to leasing, we considered the worsening situation for some electric service providers, combined with continued weakn
airline industry.

- With respect to commercial real estate, we considered slightly improving vacancy rates and stagnant rent growth being experiencec
with specific weakness in Northern California.

- With respect to crosBorder exposures in certain foreign countries, we considered the improving economic performances in many co
our key international markets, as well as better financial results of our customers, and reduced the attribution range from December &
This attribution range also provided for certain weaknesses in the banking sector of some of our markets and the possible effects tl
December 26, 2004 tsunami may have on certain Southeast Asian markets.

With respect to power companies/utilities, we considered the effects of lower excess capacity and evidence that a slow recovery is
this industry.

Accordingly, our evaluation of the probable losses related to the impact of these factors was reflected in the unallocated allowance. T
evaluations of the inherent losses with respect to these factors were subject to higher degrees of uncertainty because they were not iden
specific problem credits.
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Change in the Total Allowances for Credit Losses

The following table sets forth a reconciliation of changes in our allowances for credit losses.

Increase (Decrease)
December 31, 2005 From:
Years Ended December 31, December 31, 2004
(Dollars in thousands) 2001 2002 2003 2004 2005 Amount Percent
Balance, beginning of period $ 613,90z $ 634,50¢ $ 609,19C $ 532,91C $ 399,15¢ ~$ (133,759 25)%
Loans charged off:
Commercial, financial and

industrial 300,521 212,675 159,611 70,107 19,962 (50,145) (72)
Construction 567 — — 765 118 (647) (85)
Mortgage 5,113 1,591 7,286 43 2,071 2,028 nm
Consumer 12,667 11,220 9,657 6,397 4,532 (1,865) (29)
Lease financing 3,601 19,856 33,032 2,361 19,862 17,501 741

Total loans charged off ~ — 322,469 ~ 245,342 ~— 209,586 79,673 _ 46,545 (33,129 (42)

Recoveries of loans
previously charged off:
Commercial, financial and

industrial 48,321 34,075 45,822 50,432 47,526 (2,906) (6)
Construction — 40 — 118 34 (84) (71)
Mortgage 32 405 150 1,702 73 (1,629) (96)
Consumer 4,289 4,436 3,673 1,971 1,716 (255) (13)
Lease financing 754 590 446 1,374 206 (1,168) (85)

Total recoveries of loans

previously charged off 53,396 39,546 50,091 55,597 49,555 (6,042) (11)
Net loans charged off
(recovered) 269,073 205,796 159,495 24,076 (3,010) (27,086) (113)
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(Reversal of) provision for loan

losses 289,970 175,000 72,799 (45,757) (50,683) (4,925) 11
Foreign translation adjustment

and other net additions

(deductions)@ (290) 5,477 10,416 (63,921) 49 63,969 (100)
Ending balance of allowance fo
loan losse® $ 634,50¢ $ 609,19C $ 532,91 $ 399,15¢ $ 351,532 $ (47,629 (12)

Allowance for losses on off
balance sheet

commitments) — — — 82,375 86,375 4,000 5
Allowances for credit

losses $ 634,50¢ $ 609,19C $ 532,91C $ 481,531 $ 437,907 $ (43,629 9)
Allowances for credit losses to

total loans 2.65% 2.41% 2.19% 1.65% 1.32%

(Reversal of) provision

for credit losses to net loans

charged off (recovered) 107.77 85.04 45.64 (190.05) nm
Net loans charged off

(recovered) to average

total loans 1.08 0.84 0.64 0.09 (0.01)

@ Includes $5.7 million related to the Business Bancorp acquisition and $12.6 million related to the Jackson Federal Bank acquisition, both acquired in 2004. A
$10.3 million related to the Monterey Bay Bank acquisition in 2003, $2.8 million for the Valencia Bank & Trust acquisition, and $2.4 million for the First We
acquisition, both acquired in 2002.

@ On December 31, 2004, UnionBanCal Corporation transferred the allowance relatetbatantfe sheet commitments of $82.4 million from allowance for loan los
other liabilities. Prior periods have not been restated.

nm = not meaningful

Total loans charged off in 2003, 2004 and 2005, decreased compared to their prior years, primarily attributable to improvements in loan
Lease chargeffs in 2003 and 2005 related primarily to
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several commercial aircraft leases. Chaoffe reflect the realization of losses in the portfolio that were recognized previously through provisior
credit losses.

Loan recoveries in 2003, 2004 and 2005 were relatively constant. Fluctuations in loan recoveries ftoipegare due to variability in timing «
recoveries and tend to trail the periods in which chafégeare recorded.

Nonperforming Assets

Nonperforming assets may consist of nonaccrual loans, distressed loans held for sale, and foreclosed assets. Nonaccrual loans are
which management has discontinued accrual of interest because there exists significant uncertainty as to the full and timely collection of ei
or interest or such loans have become contractually past due 90 days with respect to principal or interest. For a more detailed discussion
accounting for nonaccrual loans, see Note 1 to our Consolidated Financial Statements included in this Annual Report.

Distressed loans held for sale are loans, which would otherwise be included in nonaccrual loans, which have been identified for accel¢
disposition. Disposition of these assets is contemplated within a short period of time, not to exceed one year.

Foreclosed assets include property where we acquired title through foreclosure or "deed in lieu" of foreclosure.

The following table sets forth an analysis of nonperforming assets:

Increase (Decrease)
December 31, 2005 From:

December 31, December 31, 2004

(Dollars in thousands) 2001 2002 2003 2004 2005 Amount Percent
Commercial, financial and

industrial $ 471,50¢ $ 276,41 $ 190,40¢ $ 58,53¢ $ 50,07: $ (8,465) (14.5)%
Construction — — — 2,622 — (2,622) (100.0)
Mortgage—Commercial 17,430 23,980 38,354 26,519 8,819 (17,700) (66.7)
Lease financing 2,946 36,294 51,603 54,894 — (54,894) (100.0

Total nonaccrual loans T 491,885 ~ 336,689 ~ 280,361 = 142,573 ~ 58,892 ~ (83,681) —(58.7)
Foreclosed assets 597 715 5,689 7,282 2,753 (4,529) (62.2)
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Total nonperforming assets § 492,487 § 337,40/ § 286,06( § 149,85¢ § 61,648 $ (88,210 —(58.9)
Allowances for credit losses  § 634,50¢ $ 609,19( $ 532,91C $ 481,531 & 437,907 3 (43,629 9.D%
Nonaccrual loans to total

loans 2.05% 1.33% 1.15% 0.49% 0.18%

Allowances for credit losses to

nonaccrual loans 129.00 180.94 190.08 337.74 743.58
Nonperforming assets to total

loans, distressed loans held

sale, and foreclosed assets 2.06 1.34 1.17 0.51 0.19
Nonperforming assets to total

assets 1.37 0.84 0.67 0.31 0.12

@ Includes allowance for losses related tolodlance sheet commitments.

As of December 31, 2005, our nonperforming assets included approximately $9.5 million in acquired syndicated loans. The decrease in
loans was primarily due to pajowns, chargeffs, resumption to accrual status and loan sales. During 2005, we sold approximately $45 million
nonperforming loans compared to approximately $43 million in 2004, which reduced our credit exposures. Losses from these sales were refl

chargeoffs.
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The following table sets forth an analysis of loans contractually past due 90 days or more as to interest or principal and still accruing,

included in nonaccrual loans above.

Increase (Decrease)
December 31, 2005 From:

December 31,

December 31, 2004

(Dollars in thousands) 2001 2002 2003 2004 2005 Amount Percent
Commercial, financial and
industrial $ 26571 $ 1,708 $ 893 $ 131t $ 187 $ (1,129 (85.8)%
Construction — 679 — — 677 677 na
Mortgage:
Residential 4,854 3,211 1,878 1,385 2,784 1,399 101.C
Commercial 2,356 506 — — 499 499 na
Total mortgage 7,210 3,717 1,878 1,385 3,283 1,898 137.C
Consumer and other 2,579 2,072 1,123 1,157 819 (338) (29.2)
Total loans 90 days or
more past due and
still accruing $ 3636( $ 8,17 $ 3894 $ 3857 $ 4,96€ $ 1,10¢ 28.8%

na = not applicable

At December 31, 2001, we had a $17.5 million credit to a customer that was reclassified to nonaccrual loans in 2002.

Interest Foregone

If interest that was due on the book balances of all nonaccrual and restructured loans (including loans that were, but are no longer or
had been accrued under their original terms, $21.4 million of interest would have been recorded in 2005.

After designation as a nonaccrual loan, we recognized interest income on a cash basis of $25.8 million and $16.4 million for loans that \
nonaccrual status at December 31, 2004 and 2005, respectively.

Securities

Management of the securities portfolio involves the maximization of return while maintaining prudent levels of quality, market risk, and li
At December 31, 2005, approximately 99 percent of our securities were investment grade. The amortized cost, gross unrealized gains, gros
losses, and fair values of securities are detailed in Note 3 to our Consolidated Financial Statements included in this Annual Report.

Analysis of Securities Available for Sale

The following table shows the remaining contractual maturities and expected yields of the securities available for sale based upon am:
at December 31, 2005. The fair value of our securities available for sale portfolio at December 31, 2005 was $8.2 billion compared to $11.1 bill
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December 31, 2004. The decline is primarily the result of the $1.5 billion sale of agency securities and contiotfimgrtire Asset and Liability
Management (ALM) portfolio during 2005.

Included in our securities available for sale portfolios at December 31, 2004 and 2005 were securities used for ALM purposes of $10.1 t
$6.4 billion, respectively. These securities had an expected weighted average maturity of 2.8 years and 3 years, respectively.

F-29
Securities Available for Sale
Maturity
Over One Year Over Five Years
One Year Through Through Over Total
or Less Five Years Ten Years Ten Years Amortized Cost
(Dollars in thousands) Amount Yield®  Amount Yield® Amount Yield® Amount Yield® Amount Yield®
U.S. Treasury $ = —% $ 50,246 4.00% $ — —% $ — —% $ 50,246  4.00%
Other U.S. government 347,188 3.64 555,614 3.39 — — — — 902,802 3.49
Mortgagebacked securities
@ 983 5.72 31,538 4.17 1,335,414 4.19 3,983,742 4.37 5,351,677 4.32
State and municipal 3,470 6.67 9,015 8.88 19,141 8.59 33,994 5.90 65,620 7.13
Assetbacked and debt
securities — — 74,534 297 345,660 6.09 1,486,38¢ 4.93 1,906,582 5.06
Equity securities) — — — — — — — — 10,980 —
Foreign securities 87 3.25 1,179 4.74 — — — — 1,266 4.64
Total securities available — - -
for sale $ 351,72¢ 3.68% $ 722,12¢ 3.49% $ 1,700,21¢ 4.63% $ 5,504,12! 4.53% $ 8,289,17: 4400

@ The remaining contractual maturities of mortgdgeked securities were allocated assuming no prepayments. The contractual maturity of these securities is nc
indicator of their expected life because borrowers have the right to repay their obligations at any time.

@ See discussion of expected duration in "Qualitative and Quantative Disclosures About Market Risk."
® Yields on taxexempt municipal securities are presented on a taserhlevalent basis using the current federal statutory rate of 35 percent.

@ Equity securities do not have a stated maturity and are included in the total column only.

Loan Maturities

The following table presents our loans by contractual maturity except for loans held for sale, which are presented based on the perioc
sale is expected to take place.

December 31, 2005

Over
One Year
One Year Through Over
(Dollars in thousands) or Less Five Years Five Years Total
Domestic:
Commercial, financial and industrial $ 2,904,060 $ 6,657,38¢ $ 1,669,69: $ 11,231,15!
Construction 646,873 769,033 31,386 1,447,292
Mortgage:
Residential 780 415,48¢ 10,964,45¢ 11,380,72¢
Commercial 348,427 1,566,62¢ 3,767,57¢ 5,682,62¢
Total mortgage 349,207 1,982,112 14,732,03: 17,063,352
Consumer:
Installment 85,629 61,341 744,092 891,062
Revolving lines of credit 1,340,07C 225,507 45,103 1,610,68C
Total consumer 1,425,69¢ 286,848 789,195 2,501,742
Lease financing 21,247 21,962 536,384 579,593
Total loans in domestic offices 5,347,09¢ 9,717,344 17,758,692 32,823,12¢
Loans originated in foreign branches 219,805 — — 219,805
Total loans held to maturity $ 5,566,89¢ $ 9,717,34: $ 17,758,69. $ 33,042,93.
Total loans held for sale 52,661 — — 52,661
Total loans $ 5,619,55¢ $ 9,717,34: $ 17,758,69: $ 33,095,59!
Allowance for loan losses 351,532
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Loans, net $ 32,744,06:
Total fixed rate loans due after one year $ 14,630,98!
Total variable rate loans due after one year 12,845,04
Total loans due after one year $ 27,476,003
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Time Deposits of $100,000 and Over

The following table presents domestic time deposits of $100,000 and over by maturity.

December 31,

(Dollars in thousands) 2005
Three months or less $  1,408,54
Over three months through six months 370,91C
Over six months through twelve months 232,411
Over twelve months 182,833
Total domestic time deposits of $100,000 and over $  2,194,69¢

We offer certificates of deposit and other time deposits of $100,000 and over at market rates of interest. Many of these deposits are of
customers, both public and private, who have done business with us for an extended period. Based on our historical experience, we expe
deposits come due, the majority will continue to be renewed at market rates of interest.

Borrowed Funds

The following table presents information on our borrowed funds.
December 31,

(Dollars in thousands) 2003 2004 2005
Federal funds purchased and securities sold under repurct

agreements with weighted average interest rates of 0.689

1.90% and 3.97% at December 31, 2003, 2004 and 2005,

respectivel{¥ $ 280,96¢ $ 587,24¢ $ 651,52¢
Commercial paper, with weighted average interest rates of 0

1.69%, and 3.60% at December 31, 2003, 2004 and 2005,

respectively 542,270 824,887 680,027
Other borrowed funds, with weighted average interest rates

1.49%, 4.25% and 4.05% at December 31, 2003, 2004 and :

respectively 212,088 172,54¢ 134,485
Total borrowed funds $ 1,03532t $ 158468 $ 1,466,04:

Federal funds purchased and securities sold under repurct

agreements:

Maximum outstanding at any month end $ 421,370 $ 739,38¢ $  2,285,56!

Average balance during the year 405,982 596,997 898,107

Weighted average interest rate during the §&ar 0.84% 1.25% 2.88%
Commercial paper:

Maximum outstanding at any month end $ 107898 $ 855,33 $  1,390,50-

Average balance during the year 809,930 620,053 1,086,08¢

Weighted average interest rate during the year 1.05% 1.11% 2.92%
Other borrowed funds:

Maximum outstanding at any month end $ 322,30¢ $ 212,371 $ 286,34:

Average balance during the year 191,939 162,424 168,220

Weighted average interest rate during the year 2.74% 3.00% 3.75%

@ Weighted average interest rates provided relate to external funding and do not reflect earnings on net funding to discontinued operations. For further inforn
Note 2 to our Consolidated Financial Statements included in the Annual Report.
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Capital Adequacy, Dividends and Share Repurchases
Capital Adequacy and Capital Management
We strive to maintain strong capital levels, to use capital effectively, and to return excess capital to our stockholders.

We have traditionally maintained capital levels in excess of those levels required by bank regulators and above industry averages. St
improves our ability to absorb unanticipated losses and positions us to be an opportunistic acquirer. Our commitment to strong capital als
to higher ratings by bank regulatory agencies and credit rating agencies.

We strive to use our capital effectively, with our first priority to support our-teng growth and strategic positioning. Capital is used to fun
loan growth and other balance sheet growth, to reinvest in our core businesses, and to fund strategic acquisitions. Capital is also employ
competitive dividend to our shareholders. When we possess capital in excess of core business and dividend requirements, we often empl
that excess capital to repurchase common stock.

Our primary source of capital is net income. In addition, we generate capital from common stock issued in connection with acquisitions,
common stock issued in connection with employee stock option exercises and restricted stock grants, and from the net proceeds of asset
business divestitures.

We monitor a variety of regulatory and US GAAP capital measures to maintain capital levels consistent with our goals. We are subject
capital requirements at both the bank and holding company levels, as defined by our bank regulators. We have historically maintained cap
well above the minimum thresholds and, where applicable, in excess of the thresholds established by the banking regulators to identify "we
capitalized" institutions.

In addition, we monitor a variety of US GAAP capital measures and hybrid capital measures. These measures include the tangible eqt
various capital metrics favored by the major credit rating agencies. We analyze these ratios relative to our current financial position, our prc
financial position, and peer banks. Our strategic target for the tangible equity ratio is 7 percent to 8 percent.

Dividends

We strive to pay our stockholders a competitive dividend, while maintaining a conservative payout ratio. We review our dividend rate ¢
conjunction with a quarterly review of capital. We have elected to increase the dividend rate several times in recent years, reflecting our str
levels and expectations of solid capital generation going forward.

Share repurchases

In recent years, we have elected to return a significant amount of excess capital to our stockholders in the form of share repurchases.
repurchase activity has reflected our confidence in our ability to maintain healthy rates of new capital generation, as well as a surplus of ce
our core business and dividend requirements. In recent years, share repurchases have been executed at prices that have considerably €
earnings per share and return on equity. In addition, the repurchase of shares has resulted in lower dividend expenditures due to fewer st
outstanding.

As compared to dividends, share repurchases are highly flexible, allowing management to return excess capital in times of surplus, or
repurchases altogether if superior strategic opportunities to deploy excess capital exist. In addition, many of our largest stockholders favol
repurchase levels over higher dividend rates when we cannot reinvest excess capital in our core businesses at attractive rates of return.
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The following table summarizes our ribesed capital, rislweighted assets, and riblased capital ratios. The table includes assets of
discontinued operations.

Minimum
December 31, Regulatory

(Dollars in thousands) 2001 2002 2003 2004 2005 Requirement
Capital Components

Tier 1 capital $ 3,661,23. $ 3,667,237 $ 3,747,88¢ $ 3,817,69¢ $ 4,178,16(

Tier 2 capital 598,812 573,858 936,189 968,294 876,713

Total riskbased capital $ 4,260,047 $ 4,241,09* $ 4,684,070 $ 4,785,99. $ 5,054,87:

Risk-weighted assets $ 31,906,431 $ 32,811,44. $ 33,133,40° $ 39,324,85¢ $ 45,540,44
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Quarterly average assets '§ 34,760,20. $ 37,595,00; $ 41,506,82( $ 47,168,68] $ 49,789,87
Capital Ratios

Total riskbased capital 13.35% 12.93% 14.14% 12.17% 11.10% 8.0%
Tier 1 riskbased capital 11.47 11.18 11.31 9.71 9.17 4.0
Leverage ratio) 10.53 9.75 9.03 8.09 8.39 4.0

@ Tier 1 capital divided by quarterly average assets (excluding certain intangible assets).

We and Union Bank of California, N.A. (the Bank) are subject to various regulations of the federal banking agencies, including minimurr
requirements. We both are required to maintain minimum ratios of Total and Tier 1 capitalieigbked assets and of Tier 1 capital to quarterly
average assets (the leverage ratio).

The decrease in our capital ratios from December 31, 2004, was attributable to higiveigtsied assets and stock repurchases. Our Levera
ratio increase was primarily due to a 9 percent increase in Tier 1 capital offset by a 6 percent increase in quarterly average assets, which w
substantially the result of increases in both our residential mortgage and commercial loan portfolios.

As of December 31, 2005, the most recent notification from the Office of the Comptroller of the Currency (OCC) categorized the Bank as
capitalized." This means that the Bank met all regulatory requirements ocapéthlized" institutions, which are 10 percent for the Totatbisked
capital ratio, 6 percent for the Tier 1 rblsed capital ratio and 5 percent for the Leverage ratio.

Quantitative and Qualitative Disclosures About Market Risk

Our exposure to market risk exists primarily in interest rate risk in outrading balance sheet and to a much lesser degree in price risk in ¢
trading portfolio for our customdocused trading and sales activities. The objective of market risk management is to mitigate an undue advel
on earnings and capital arising from changes in interest rates and other market variables. This risk management objective supports our br
of enhancing shareholder value, which encompasses stable earnings growth over time.

The Board of Directors, through its Finance and Capital Committee, approves our ALM Policy, which governs the management of mark
liquidity. In the administration of market risk management, the Chief Executive Officer Forum (CEO Forum) provides broad and strategic guid
as appropriate, specific direction to the Asset & Liability Management Committee (ALCO) whose voting members are comprised of senior e;
ALCO is responsible for ongoing management of interest rate and price risks as well as liquidity risk, including formulation of risk manageme
strategies, in accordance with the CEO Fdrudirectives. The Treasurer is primarily responsible for the implementation of risk management sti
approved by the CEO Forum or ALCO and for operating management of market risk through the funding, investment, and derivatives hedg
of Corporate Treasury. The Manager of the Global Markets Division is responsible for operating management of price risk through the tradi
conducted in that division.

F-33

The Market Risk Monitoring unit is responsible for the monitoring of market risk. Market Risk Monitoring functions independently of all
and management units.

We have separate and distinct methods for managing the market risk associated with our asset and liability management activities an
activities, as described below.

Interest Rate Risk Management (Other Than Trading)

ALCO monitors interest rate risk monthly through a variety of modeling techniques that are used to quantify the sensitivity of Net Inter
(NII) and of Economic Value of Equity (EVE) to changes in interest rates. As directed by ALCO, and in consideration of the importance of ou
deposit accounts as a funding source, NIl is adjusted in the policy risk measure to incorporate the effect of certain noninterest income and
items related to these deposits that are nevertheless sensitive to changes in interest rates. Nll, so adjusted, is termed Economic NII. In mz
interest rate risk, ALCO monitors NIl sensitivity on both an adjusted ("Economic") and an unadjusted basis over various time horizons and
to a variety of interest rate changes.

Our NIl policy measure involves a simulation of "Earniag®isk” (EaR) in which we estimate the impact that gradual, raropegarallel shifts ir
the yield curve would have on earnings over aridhth horizon, given our projected balance sheet profile. We measure and monitor our intere
risk profile using two calculations of EaR: unadjusted&tRisk, and Economic Ndat-Risk, the latter adjusted for the noninterest items describec
above. Under the policy limits, the negative change in simulated Economic NIl in either the up or down 200 basis point shock scenarios ma
on a temporary basis, exceed 4 percent of Economic NIl as measured in the base case or no change scenario.

Our EaR simulations use a-trfonth projected balance sheet in order to model the impact of interest rate changes. Assumptions are ma
the future behavior of deposit rates and loan spreads based on statistical analysis, masagainehk and historical experience. The prepayme
risks related to residential loans and mortghgeked securities are measured using industry estimates of prepayment speeds.
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At December 31, 2005, Economic NIl showed modest @sseitivity to parallel rate shifts. A +200 basis point parallel shift would raiseati?h
Economic NIl by 0.93 percent, while a similar downward shift would reduce it by 1.97 percent. We caution that continued enhancements to
rate risk modeling may make prigear comparisons of Economic NIl less meaningful. Economic NIl adjusts our reported NII for the effect of ce
noninterest, DDArelated, fee and expense items. Those adjustment items are innately {&gistiive, meaning that reported NIl is more asset
sensitive than is Economic NII.

Economic NII

December 31. December 31,

(Dollars in millions) 2004 2005
+200 basis points $ 109 $ 189
as a percentage of base case NIl 0.60% 0.93%
-200 basis points $ (25.0 $ (402
as a percentage of base case NII 1.39% 1.97%

The 2004 figures in the above table are reported on a consolidated basis while the 2005 figures in the above table are reported onac
operations basis, with all assets and liabilities associated with the disposal of the international correspondent banking business eliminatec
that this presentation provides the best representation of our risk profiles for 2004 and 2005. Our 2005 risk profile would not differ materially
consolidated basis. See discussion under "Discontinued Operations" related to the disposal.
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In the case of noparallel yield curve changes, our Economic NIl is relatively neutral to short rates changes (with long rates held consti
modestly assetensitive to changes in losigrm rates (with shotterm rates held constant).

In addition to EaR, we measure the sensitivity of EVE to interest rate shocksatlRigk is reviewed and monitored for its compliance with AL
limits. Consistent with the projected assensitivity of earnings over time, our ENdERisk shows assetensitivity as well.

We believe that, together, our NIl and EVE simulations provide management with a reasonably comprehensive view of the sensitivity ¢
operating results and value profile to changes in interest rates, at least over the measurement horizon. However, as with any financial mod
underlying assumptions are inherently uncertain and subject to refinement as modeling techniques and theory improve and historical dats
more readily accessible. Consequently, our simulation models cannot predict with certainty how rising or falling interest rates might impact
income. Actual and simulated results will differ to the extent there are differences between actual and assumed interest rate changes, bala
volumes, and management strategies, among other factors.

ALM Activities

In general, our unhedged, core balance sheet is relatively asset sensitive, meaning that our loans gprieeatiypre quickly than our core
deposits. In managing the interest sensitivity of our balance sheet, we use the ALM investment securities portfolio and derivatives positio
primary tools to adjust our risk profile. During 2005, we used a combination of sales and maturities in our ALM investment securities and de
portfolios to allow our core asset sensitivity to emerge in a rising rate environment. Agvauated our risk profile and changing market conditi
we took actions later in the year to begin to mitigate our asset sensitivity, as described below.

ALM Investments

At December 31, 2004 and December 31, 2005, our securities available for sale portfolio included $10.1 billion and $6.4 billion, respective
securities for ALM purposes. During 2005, we sold $1.5 billion in agency securities while approximately $2.5 billion of ALM securities maturec
called, reflecting manageméstecision to reduce our fixed rate ALM portfolio to help support loan growth and allow our core asset sensitivit
emerge. The estimated ALM portfolio effective duration was 2.2 at December 31, 2005, compared to 2.3 at December 31, 2004.

Effective duration is a measure of price sensitivity of a bond portfolio to immediate parallel shifts in interest rates. An effective duration
suggests an expected price change of approximately minus 2.2 percent for an immediate one percent increase in interest rates.

During the fourth quarter of 2005, as part of our portfolio rebalancing strategy to diversify our agency concentration risk, we sold appro
billion of Agency securities with the intent of reinvesting the proceeds in-fat&d noragency mortgagbacked securities. As of December 31,
2005, we had purchased approximately $350 million ofAgency mortgagdacked securities.

ALM Derivatives

During 2005, the ALM derivatives portfolio declined by a net $2.3 billion notional, as $3.3 billion notional of contracts matured, offset by !
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billion notional of new receive fixed interest rate swaps which were added during the last half of 2005. The fair value of the ALM derivative ¢
have declined throughout the year as severaii@&money” contracts have matured and as the value of our remaining receive fixed swap and
positions have declined with rising interest rates. For additional discussion of derivative instruments and our hedging strategies, see Note
Consolidated Financial Statements included in this Annual Report.
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The following table provides the notional value and the fair value of our ALM derivatives portfolio as of December 31, 2003, 2004 and 2(
the change in fair value between December 2004 and 2005.

Increase / (Decrease)
December 31, From December 31, 200
(Dollars in thousands) 2003 2004 2005 to December 31, 2004

Total gross notional amount of
positions held for purposes ott

than trading: $ 9,330,000 $ 9,880,000 $ 7,550,00( $ (2,330,000
Of which, interest rate swaps
pay fixed rates of interest: 200,000 — — —

Fair value of positions held for
purposes other than trading:

Gross positive fair value 102,605 45,435 5,721 (39,713
Gross negative fair value 195 15,462 55,943 40,475
Fair value of position $ 102,41C $ 29,97 % (50,227) $ (80,18¢)

Trading Activities

We enter into trading account activities primarily as a financial intermediary for customers and, to a minor extent, for our own account. |
as a financial intermediary, we are able to provide our customers with access to a range of products from the securities, foreign exchange,
derivatives markets. In acting for our own account, we may take positions in certain securities and foreign exchange instruments, subject t
limits in amount, tenor and other respects, with the objective of generating trading profits.

We believe that the risks associated with these positions are conservatively managed. We utilize a combination of position limitssand
limits, applied at an aggregated level and to variousceatpponents within. Market Risk Monitoring prepares daily reports for broad distributior
positions, profit and loss, and maidmarket valuations. Summary versions of these reports go to senior management on a daily or weekly b
ALCO monthly. Positions are controlled and reported both in notional and-¥aRisk (VaR) terms. Our calculation of VaR estimates how high tr
loss in fair value might be, at a 99 percent confidence level, due to an adverse shift in market prices over a period of ten business days. Va
trading activity level is managed within limits well below the maximum limit established by Board policy for total trading positions at 0.5 perce
stockholdersequity. The VaR model incorporates assumptions on key parameters, including holding period and historical volatility.

The following table sets forth the average, high and low VaR for our trading activities for the years ended December 31, 2004 and Dece
2005. Part of the increase in VaR figures in 2005 can be attributed to a modification in VaR parameters in early 2005: a change from a 97.5 to
confidence level, and a change from a five to a ten day holding period.

December 31, 2004 December 31, 2005
Average High Low Average High Low
(Dollars in thousands) VaR VaR VaR VaR VaR VaR
Foreign exchange $ 131 $ 377 $49 $ 177 $533 $ 53
Securities 289 585 86 384 720 215

Consistent with our business strategy of focusing on the sale of capital markets products to customers, we manage our trading risk e
conservative levels. Our foreign exchange business continues to derive the bulk of its revenue from-relatesh&nansactions. We take intemk
trading positions only on a limited basis and we do not take any large etelongtrategic positions in the market for our own portfolio. Similarly,
continue to generate most of our securities trading income from custelaiked
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transactions. Effective January 1, 2005, the Securities Trading and Institutional Sales department, which servestoe@xededs of our
institutional clients, was combined with the retail brokerage operations of our broker/dealer subsidiary, UnionBanc Investment Services LLC

Our interest rate derivative contracts included, as of December 31, 2005, approximately $5.0 billion notional amount of derivative contre
into as an accommodation for customers. We act as an intermediary and match these contracts, at a credit spread, to contracts with majo
neutralizing the related market risk on all customer transactions.

We also engage in energy derivatives contracts, in order to meet the hedging needs of our existing energy industry customers, prima
are oil and gas producers. A total of $1.1 billion in notional amount of derivatives contracts was outstanding as of December 31, 2005. As i
our customer interest rate derivatives business, all transactions are fully matched to remove market risk, with income produced for us from
spread earned.

Liquidity Risk

Liquidity risk represents the potential for loss as a result of limitations on our ability to meet the needs of depositors and borrowers an
operations on a timely and cesffective basis. Liquidity risk management is governed by the ALM Policy, which is approved by the Finance ¢
Capital Committee of the Board. ALCO conducts monthly ongoing reviews of our liquidity situation as well as regular updates to our CEO F¢
approve our Liquidity Contingency Plan. Liquidity is managed through this ALCO coordination process on amidetitgsis, encompassing all
major business units. Our liquidity management is implemented through the funding and investment functions of Corporate Treasury, draw
strengths of our extensive retail and commercial core deposit franchise, coupled with the ability to obtain funds for various terms in a variet
domestic and international money markets. Our securities portfolio represents a significant source of additional liquidity when needed.

Core deposits provide us with a sizable source of relatively stable armb&iiunds. Our average core deposits, which include demand de
money market demand accounts, and savings and consumer time deposits, combined with average common $teqiiy)densled over 86
percent of average total assets of approximately $48 billion in 2005. Most of the remaining funding was provideddsynghamowings in the form
of certificates of deposit, large time deposits, foreign deposits, federal funds purchased, securities sold under repurchase agreements, cor
paper, and other borrowings.

Our securities portfolio provideglditional enhancement to our liquidity position, which may be created through either securities sales ol
repurchase agreements. At December 31, 2005, we could have sold or transferred under repurchase agreements afgrbiiimatelpur availabl
for sale securities. Liquidity may also be provided by the sale or maturity of other assets such ab@agngstieposits in banks, federal funds s
and trading account securities. For the year ended December 31, 2005, the aggregate balance of these ass§shaioragettlitional liquidity
may be provided through loan maturities and sales.
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In addition to the funding provided by our bank subsidiary, we raise funds at the bank holding company level. The costs and ability to
are directly impacted by our credit ratings. The following table provides our credit ratings as of January 25, 2006:

Union Bank of UnionBancCal
California, N.A. Corporation
Standard & Poos Longterm A+ A
Shortterm A-1 A-1
Moody's Long-term Al A2
Shortterm P-1 —
Fitch Longterm A A
Shortterm F1 F1

Off-Balance Sheet Arrangements and Aggregate Contractual Obligations and Commitments

Off-balance sheet arrangements are any contractual arrangement to which an unconsolidated entity is a party, under which we have:
obligation under a guarantee contract; (2) a retained or contingent interest in assets transferred to an unconsolidated entity or similar arra
serves as credit, liquidity or market risk support to that entity for such assets; (3) any obligation under certain derivative instruments; or (4)
obligation under a material variable interest held by us in an unconsolidated entity that provides financing, liquidity, market risk or credit risl
us, or engages in leasing, hedging or research and development services with us.

Our most significant ofbalance sheet arrangements are limited to obligations under guarantee contracts such as financial and perform
standby letters of credit for our credit customers, commercial letters of credit, unfunded commitments to lend, commitments to sell mortgagt
commitments to fund investments in various CRA related investments and venture capital investments. To a lesser extent, we enter into cc
guarantees of agented sales of low income housing tax credit investments that require us to perform under those guarantees if there are |
performance of the underlying incorpeoducing properties. As part of our leasing activities, we may be lessor to special purpose entities to v
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provide financing for large equipment leasing projects.

It is our belief that none of these arrangements expose us to any greater risk of loss than is already reflected on our balance sheet. V
any offbalance sheet arrangements in which we have any retained or contingent interest (as we do not transfer or sell our assets to entiti
have a continuing involvement), any exposure to derivative instruments that are indexed to our stock, nor any variable interests in any unc
entity to which we may be a party, except for those leasing arrangements described previously.
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The following table presents, as of December 31, 2005, our significant and determinable contractual obligations by payment date, exce
obligations under our pension and postretirement plans, which are included in Note 9 to our Consolidated Financial Statements included ir
Report, and accrued interest payable, which is not significant. The payment amounts represent those amounts contractually due to the re
not include any unamortized premiums or discounts, hedge basis adjustment or other similar carrying value adjustments. For further inform
contractual obligations and commitments, see Note 24 to our Consolidated Financial Statements included in this Annual Report.

December 31, 2005

Less than One through Four to After Five

(Dollars in thousands) One Year Three Years Five Years Years Total
Time deposits $ 4,190,88t $ 490,394 $ 138,581 $ 8,31 $  4,828,17
Medium and longerm debt 200,00C 200,000 — 400,000 800,00C
Junior subordinated debt payable to

subsidiary grantor trust — — — 13,000 13,000
Other longterm liabilities

Operating leases (premises) 54,189 91,695 72,656 76,740 295,28C

Purchase obligations 18,713 17,084 1,000 — 36,797

Total debt and operating leases $  4,463,78¢( $ 799,173 $ 212,237 $ 498,05¢ $ 5,973,25!

Purchase obligations include any legally binding contractual obligations that require us to spend more than $1,000,000 annually unde
contract. Payments are shown through the date of contract termination. Purchase obligations in the table above include purchases of har
software licenses and printing. For information regarding our sources of liquidity to meet these obligations, see "Liquidity Risk" in the prece
section.

The following table presents our significant commitments to fund as of December 31, 2005:

December 31,

(Dollars in thousands) 2004 2005

Commitments to extend credit $ 16,499,95 $ 20,287,32!
Standby letters of credit 2,917,07C 3,549,38¢
Commercial letters of credit 100,944 98,375
Commitments to fund principal investments 93,822 110,15C

Business Segments

In April 2005, we announced several organizational changes that affected our business segments. The Global Markets Group was elir
the activities of this group were transferred. Corporate Treasury, which is responsible for ALM wholesale funding and the ALM securities a
derivative hedging portfolios, is now included in "Other." The trading of securities and foreign exchange contracts, as well as the responsikt
customeraccommodated derivative contracts, are now included in the "Global Markets Division" of the Community Banking and Investment
Group. In addition, the discontinued operations resulting from the disposal of most of our International Banking Group are also reflected in
are now organized around the target markets we serve and operate in two principal areas, as shown in the table that follows. The results ¢
financial performance of our two major business units for the periods indicated.

The riskadjusted return on capital (RAROC) methodology used seeks to attribute economic capital to business units consistent with t
risk they assume. These risks are primarily credit, market and operational. Credit risk is the potential loss in economic value due to the likeli
obligor will not perform as agreed. Market risk is the potential loss in fair value due to changes in interest rates, currency rates and equity
Operational risk is the potential loss due to all other factors, such as failures in
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internal control, system failures, or external events. RAROC is one of several measures that is used to measure business unit compensati

The following table reflects the condensed income statements, selected average balance sheet items, and selected financial ratios, ir
changes from the prior year, for each of our primary business units. The information presented does not necessarily represent the busine
financial condition and results of operations as if they were independent entities. Also, the table has been expanded to include performant
earnings. A performance center is a special unit whose income generating activities, unlike typical profit centers, are based on other busin
units customer base. The revenues generated and expenses incurred for those transactions entered into to accommodate our customers
to other business segments where the customer relationships reside. A performancepeeptese is to foster croesslling with a total profitability
view of the products and services it manages. For example, the Securities Trading and Sales unit within the Global Markets Division, is a pe
center that manages the fixed income securities activities for retail and corporate customers.

Unlike financial accounting, there is no authoritative body of guidance for management accounting equivalent to US GAAP. Conseque
reported results are not necessarily comparable with those presented by other companies.

The RAROC measurement methodology recognizes credit expense for expected losses arising from credit risk and attributes economi
related to unexpected losses arising from credit, market and operational risks. As a result of the methodology used by the RAROC model t
expected losses, differences between the reversal of or provision for loan losses and credit expense in any one period could be significant
over an economic cycle, the cumulative provision for loan losses and credit expense for expected losses should be substantially the same
unit results are based on an internal management reporting system used by management to measure the performance of the units and Ur
Corporation as a whole. Our management reporting system identifies balance sheet and income statement items for each business unit bz
management accounting policies. Net interest income is determined using our internal funds transfer pricing system, which assigns a cost
assets or a credit for funds to liabilities and capital, based on their type, maturity or repricing characteristics. Noninterest income and exper
indirectly attributable to a business unit are assigned to that business. The business units are assigned the costs of products and servic
attributable to their business activity through standard unit cost accounting based on volume of usage. All other corporate expenses (ove
allocated to the business units based on a predetermined percentage of usage.
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The business unitsesults for the prior periods have been restated to reflect changes in the transfer pricing methodology, the organiza
changes that have occurred and our discontinued operations. Information about our segments is also presented in Note 26 to our Consol
Financial Statements included in this Annual Report.

Community Banking Commercial Financial
and Investment Services Group Services Group
—  Asofandforthe vear 2005 vs. 2004 —  Asotandforthe vear 2005 vs. 2004
Ended December 31, Increase/(decrease) Ended December 31, Increase/(decrease)
2003 2004 2005 ~Amount Percent 2003 2004 2005 Amount Percent
Results of operations after
performance center earnings (dollars
in thousands):
Net interest income $ 661,091 $ 761,10¢ $ 940,27: $ 179,167 24% $ 660,75 $ 731,567 $ 897,80t $ 166,23t 23%
Noninterest income (expense) 446,847 513,413 553,029 39,616 8 246,522 285,428 277,541 (7,887) 3)
Total revenue 1,107,93¢ 1,274,51¢ 1,493,302 218,783 17 907,27% 1,016,99¢ 1,175,34¢ 158,351 16
Noninterest expense 830,521 971,20C 1,022,42¢ 51,223 5 407,43€ 420,669 476,51¢ 55,850 13
Credit expense 32,003 33,216 34,779 1,563 5 159,02¢ 106,278 94,780 (11,498) (11)
Income from continuing
operations before income taxes 245,414 270,102 436,100 165,997 61 340,81C 490,048 604,047 113,999 23
Income tax expense 93,871 103,314 166,808 63,494 61 104,73¢ 160,162 202,221 42,059 26
Income from continuing operations 151,543 166,769 269,202 102,502 61 236,071 329,886 201,82€ 71,940 22
Income (loss) from discontinued
operations, net of income taxes — — — — na — — — — na
Net income T 151547 § 10675 § 26020 § 102500 61§ 2360771 § 32088 §  A0LBX §  7LOK 2
Performance center earnings (dollars il
thousands):
Net interest income $ 728 $ 410 $ 27 $ 437) (07) $ (605) $ (346) $ (133) $ 213 62
Noninterest income (75,988) (66,137) (60,316) 5,821 9 61,835 52,316 47,061 (5,255) (10)
Noninterest expense (41,518) (29,738) (22,928) 6,810 23 35,788 25,941 19,513 (6,428)  (25)
Income (loss) from continuing
operations (20,909) (22,296) (23,142) (846) (4) 15,867 16,318 17,307 989 6
Total loans (dollars in millions) 25 25 20 5) (20) (43) (46) (44) 2 4
Average balances (dollars in millions):
Total loans) $ 11,46z $ 12,814 $ 15,264 $ 2,45C 19 $ 12,85 $ 12,73t $ 15,908 $ 3,167 25
Total assets 12,650 14,213 16,747 2,534 18 14,848 15,220 19,393 4,173 27
Total deposits) 16,932 19,462 20,317 855 4 12,715 14,300 16,111 1,811 13
Financial ratios:
Risk adjusted return on capital 21% 23% 31% 14% 22% 24%
Return on average assets 1.20 117 1.61 1.59 217 2.07
Efficiency ratid? 74.96 76.20 68.47 4491 41.26 41.02
uUnionBanCal
Other Corporation
~—  Asotandforthe year 2005 vs. 2004 As of and for the 2005 vs. 2004
Ended December 31, Increase/(decrease) Year Ended December 31, Increase/(decrease)
2003 2004 2005 ~—Amount Percent 2003 2004 2005 Amount Percent
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Results of operations after performanci
center earnings (dollars in

thousands):
Net interest income $ 225660 $ 131,34 $ 1,036 $ (130,307 99)% $ 154750« $ 1,624,01¢ $ 1,839,11« $ 215,09¢ 13%
Noninterest income (expense) 19,587 113,982 (25,783) (139,765  (123) 712,95€ 912,823 804,787 (108,036)  (12)
Total revenue 245,247 245,325 24,747 — (270072 (110) ~ 2,260,46C ~ 2,536,83¢ 2,643,901 107,062 4
Noninterest expense 125,977 81,720 108,304 26,584 33 1,363,93¢ 1,473,58¢ 1,607,24¢ 133,657 9
Credit expense (118,233 (185,251) (180,242 5,009 3 72,799 (45,757) (50,683) (4,926)  (11)
Income from continuing operations

before income taxes 237,503 348,85€ 47,191 (301,665) (86) 823,727 1,109,007 1,087,33¢ (21,669) )
Income tax expense 72,583 135,457 (12,331)  (147,789)  (109) 271,193 398,933 356,698 (42,235 (11)
Income from continuing operations 164,920 213,39¢ 59,522 (153.877) (72) 552,534 710,074 730,64C 20,566 3
Income (loss) from discontinued

operations, net of income taxes 34,605 22,460 132,293 109,833 489 34,605 22,460 132,293 109,833 489
Net income $ 10952 § 23585¢ § 10181 $ (44,04 @9 § 58713 § 73253 $§ 862,93 $ 130,39¢ 18

Performance center earnings (dollars
in thousands):

Net interest income $ (123) $ 64) $ 160 $ 224 350 $ — % — 3 — 3 — na

Noninterest income 14,153 13,821 13,255 (566) (4) — — — — na

Noninterest expense 5,730 3,797 3,415 (382) (10) — — — — na

Income (loss) from continuing

operations 5,042 5,978 5,835 (143) ) — — — — na

Total loans (dollars in millions) 18 21 24 3 14 — — — — na
Average balances (dollars in millions):

Total loans) $ 613 $ 496 $ 284 $ (212) (43) $ 24,92¢ $ 26,048 $ 31,45¢ $ 5,405 21

Total assets 11,075 13,726 11,471 (2,255) (16) 38,573 43,159 47,611 4,452 10

Total deposits) 2,369 2,245 3,116 871 39 32,016 36,007 39,544 3,637 10
Financial ratios:

Risk adjusted return on capital na na na na na na

Return on average assets na na na 1.43% 1.65% 1.53%

Efficiency ratid? na na na 60.27 57.95 60.75

@ Represents loans and deposits for each business segment after allocation between the segments of loans and deposits originated in one segment but managed by another segment.
@ The efficiency ratio is noninterest expense, excluding foreclosed asset expense (income) and the provision for lofsgarareaffieet commitments, as a percentage of net interest income and noninterest income.

na = not applicable
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Community Banking and Investment Services Group

The Community Banking and Investment Services Group provides financial products including credit, deposit, trust, investment manag
management, and insurance products delivered through our branches, relationship managers, private bankers, trust administrators, and i
agents to individuals, small businesses and institutional clients.

During 2005, net income of the group increased by 61 percent over 2004, reflecting the gootipued focus on growing the consumer ass
portfolio and attracting retail and small business deposits. Net interest income increased by 24 percent primarily due to higher demand dej
higher margin on deposits, which contributed 21 percent to the growth.

The groups strategy is to grow assets through an expanded small business sales force, increased emphasis on real estate secured ¢
Business Administration (SBA) guaranteed loans to small business, and a stronger network of residential real estate brokers. Increasing d
home equity loans and more effective cresBing efforts have led to an overall growth in consumer loans, despitéfrohdiscontinued auto deale
and auto lease lines of business. In addition, the group expects a larger branch network, created from new branches and acquired branch
growth prospects when combined with more robust efforts in the telephone and internet channels.

Total core deposit growth demonstrates the gr®apntinued success in attracting mass retail, affluent consumers and small business ¢
through marketing activities, relationship management, increased and improved sales resources, new locations, and néhesedatigities, in
the aggregate, have resulted in a y@zryear increase of approximately 6 percent in core deposits. Among the more successful marketing a
has been the "Power Bank" network, in Fresno, California. These branches offer an expanded set of service options, extended hours and
remodeled to improve the customer experience with facility enhancements. The focus on emetprisessselling initiatives has been particularly
effective in our affluent markets where a key strategy of The Private Bank is to expand its business by leveraging existing Bank client relatit

Of the 8 percent increase in the griuponinterest income, trust fees contributed 4 percent of the growth, primarily due to the recent acc
of portfolios from CNA Trust (renamed TruSource) and the BTM Trust Company, New York. In addition, deposit fees contributed 2 gezcent 1
increase. Overall, total revenues for 2005 increased by over 17 percent compared to 2004.

The Community Banking and Investment Services Group is comprised of five major divisions: Community Banking, Wealth Manageme
Institutional Services and Asset Management, Consumer Asset Management and Global Markets.

Community Bankingserves its customers through 315-adtvice branches in California, 4 fgkrvice branches in Oregon and Washington
a network of 597 proprietary ATMs. Customers may also access our services 24 hours a day by telephone or through our website at www.
addition, the division offers automated teller and poirgale merchant services.

This division is organized by service delivery method, by markets and by geography. We serve our customers in the following ways:

through community banking branches, which serve consumers and businesses with checking and deposit services, as well as vari
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consumer financing;

- through access to our internet banking services, which augment our physical delivery channels by providing an array of customer t
bill payment and loan payment services;

- through branches and business banking centers, which serve small businesses with annual sales up to $5 million; and
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. through instore branches, which also serve consumers and small businesses.
Wealth Managemenprovides comprehensive private banking services to our affluent clientele.

- The Private Bank focuses primarily on delivering financial services to high net worth individuals with sophisticated financial needs a
professional service firms. Specific products and services include trust and estate services, investment account management servi
deposit and credit products. A key strategy of The Private Bank is to expand its business by leveraging existing Bank client relation
Through 14 existing locations, The Private Bank relationship managers offer all of our available products and services.

Institutional Services and Asset Managemembvides investment management and administration services for a broad range of individ
institutions.

HighMark Capital Management, Inc., a registered investment advisor, provides investment management and advisory services to ir
clients as well as investment advisory, administration and support services to our proprietary mutual funds, the affiliated HighMark F
also provides investment management services to Union Bank of California, N.A. with respect to most of its trust and agency clients
corporations, pension funds and individuals. HighMark Capital Managemens, strategy is to broaden its client base and in turn to inc
the assets of the HighMark Funds.

Institutional Services provides custody, corporate trust, and retirement plan services. Custody Services provides both domestic an
international safekeeping/settlement services in addition to securities lending. Corporate Trust acts as trustee for corporate and mt
issues, provides escrow services and trustee services for project finance. Retirement Services provides a full range of defined bene
defined contribution administrative services, including trustee services, administration, investment management, and 401(k) valuatic
The client base of Institutional Services includes financial institutions, corporations, government agencies, unions, insurance comp
mutual funds, investment managers, and-pafit organizations. Institutional Servicegrategy is to continue to leverage and expand its
position in our target markets. The acquisition of CNA Trust Company (renamed TruSource) expanded our retirement processing ca
providing outsourcing services for direct distributors of retirement products, and strengthened capacity to support smaller plans. Tt
acquisition of the corporate trust portfolio of the BTMU Trust Company, New York enhanced our capability in the areas of municipal

project finance trustee and agent services.

Consumer Asset Managemenptovidesthe centralized origination, underwriting, processing, servicing, collection and administration for
consumer assets including residential mortgages.

Global Markets serves our customers with their insurance, foreign exchange and interest rate risk management and investment need
fourth quarter 2004, Global Markets Division has been offering energy derivative contracts, on a limited basis, to serve our energy sector ¢
The division takes market risk when buying and selling securities and foreign exchange contracts for its own account, but takes no market
providing insurance or derivative contracts, since the market risk for these products is offset with third parties.

Insurance Servicegroducts are sold through UBOC Insurance, Inc. (through its insurance agency subsidiaries) and securities are sc
UnionBanc Investment Services LLC, both of which are subsidiaries of Union Bank of California, N.A. Effective January 1, 2006, our insuran
subsidiaries were combined into UnionBanc Insurance Services, Inc.

Through alliances with other financial institutions, the Community Banking and Investment Services Group offers additional products &
services, such as credit cards, merchant bank cards, leasing, adthasslednd leveraged financing.
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The group competes with larger banks by attempting to provide service quality superior to that of its major competitors.’$lpeignamyp
means of competing with community banks include its branch network and its technology to deliver banking services. The group also offer
convenient banking hours to consumers through our dhireugh banking locations and selected branches that are open seven days a week
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The group competes with a number of commercial banks, internet banks, savings associations and credit unions, as well as more spe
financial service providers such as investment brokerage companies, consumer finance companies, and residential real estate lenders.

Commercial Financial Services Group

The Commercial Financial Services Group offers financing, depository and cash management services to middle market and large corg
businesses primarily headquartered in the western United States. The group has continued to focus on specific geographic markets and
segments such as energy, entertainment, and real estate. Relationship managers provide credit services, including commercial loans, acc
receivable and inventory financing, project financing, lease financing, trade financing, and real estate financing. In addition to credit service
offers cash management services delivered through deposit managers with significant industry expertise and experience in cash manager
for businesses, U.S. correspondent banks and government entities.

In 2005, the 22 percent increase in net income was due to significant growth in both loans and deposits. Net interest income increaset
percent primarily due to higher demand deposits and a higher margin on deposits, which contributed 18 percent to the growth. Deposit gro
primarily from sales successes in middle market, corporate and real estate industries. In addition to new sales, pricing strategies to retain v
to offset the disintermediation associated with a rising interest rate environment.

In 2005, average loans increased by 25 percent over the prior year. This was primarily due to continued improvement in our approach
commercial real estate market, increased loan demand in the California-maltiet and specialty segments and the acquisition of Jackson Fede
Bank.

The decrease in noninterest income was mainly due to lower deposit fees resulting from an increase in the earnings credit available tc
wholesale customers. The increase in noninterest expense during 2005 was mainly due to outside services expense from higher costs of ¢
to title and escrow balances, stemming from a higher earnings credit rate and higher balances.

The groups initiatives will continue to include expanding wholesale deposit activities and increasing domestic trade financing. Loan str
include originating, underwriting and syndicating loans in core competency markets, such as the Californiaanidd|eorporate banking,
commercial real estate, energy, entertainment, equipment leasing and commercial finance. The group is particularly strong in processing s¢
including services such as Automated Clearing House (ACH), check processing, and cash vault services.

The Commercial Financial Services Group is comprised of the following business units:

- the Commercial Banking Division, which serves California migdérket and large corporate companies with commercial lending, trade
financing, and assdtased loans;

. the Commercial Deposit and Treasury Management Division, which provides deposit and cash management expertisensokaiddid larc
corporate clients, government agencies and specialized industries. This division also manages Union Bank of Oalifostiategies for
retail, small business, wealth management and commercial clients, as well as product development and management for our entire t
franchise;
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- the Real Estate Industries Division, which provides real estate lending products such as construction loans, commercial mortgages
financing;

. the Energy Capital Services Division, which provides corporate financing and project financing to oil and gas companies, as well as
utility companies, nationwide; and

. the Corporate Capital Markets Division, which provides financing to michdleket and large corporate clients in their defined industries a
geographic markets, together with limited merchant and investment banking related products and services.

The groups main strategy is to target industries and companies for which the group can reasonably expect to be one of a ptistamyer
banks. Consistent with its strategy, the group attempts to serve a large part of its targeted ¢ustatitensd depository needs. The group
competes with other banks primarily on the basis of the quality of its relationship managers, the level of industry expertise, the delivery of q
customer service, and its reputation as a "business bank." The group also competes with a variety of other financial services companies &
nonbank companies. Competitors include other major California banks, as well as regional, national and international banks. In addition, th
competes with investment banks, commercial finance companies, leasing companies, and insurance companies.

Other
"Other" includes the following items:

. corporate activities that are not directly attributable to one of the two major business units. Included in this categitaynaoéher items
such aghe results of operations of certain parent companvtamk subsidiaries and the elimination of the fully taxadsjaivalent basis
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amount;

- the funds transfer pricing results for the entire company, which allocates to the other business segments their cost of funds on all ¢
categories and credit for funds on all liability categories;

. the adjustment between the credit expense under RAROC and the provision for credit losses under US GAAP and earnings associ
unallocated equity capital;

- the adjustment between the tax expense calculated under RAROC using a tax rate of 38.25 percent and our effective tax rates;

. the Pacific Rim Corporate Group, with assets of $282 million at December 31, 2005, which offers a range of credit, deposit, and invest
management products and services to companies in the U.S., which are affiliated with companies headquartered in Japan;

. Corporate Treasury, which is responsible for our ALM, wholesale funding, and its securities and derivatives portfolios. These treast
management activities are carried out to coub&dance the residual risk positions of our core balance sheet and to manage those risk:
conservative guidelines. (For additional discussion regarding these risk management activities, see "Quantitative and Qualitative D
About Market Risk.");

. the discontinued operations resulting from the sale of our international correspondent banking business; and
. the residual costs of support groups.
The 2005 financial results were impacted by the following factors:

- netinterest income declined $130.3 million compared to 2004 primarily as a result of a decrease in income from ALM derivatives hedc
the net impact of changes in transfer pricing rates over prior period as market rates increased. Net interest income included the rest
differences between the credit for equity for the reportable segments under RAROC and the net interest income
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earned by UnionBanCal Corporation, a credit for deposits in the Pacific Rim Corporate Group and transfer pricing results;

- noninterest income declined $139.8 million compared to 2004 due to the $93 million gain from the sale of our merchant card portfolio ir
a $50 million loss on the sale of government agency securities resulting from the restructuring of our securities portfolio in 2005;

- noninterest expense of $108.3 million, which included increased corporate benefits and performance related incentives;

. credit expense (income) of ($180.2) million was due to the difference between the $50.7 million reversal of provision for loan losses ce
under our US GAAP methodology and the $129.5 million in expected losses for the reportable business segments, which utilizes the
methodology;

. income from discontinued operations, net of income taxes, of $132.3 million, which included a net gain of $147.4 million on the sale of
international correspondent banking business.

The 2004 financial results were impacted by the following factors:

- netinterest income is the result of differences between the credit for equity for the reportable segments under RAROC and the net i
income earned by UnionBanCal Corporation, a credit for deposits in the Pacific Rim Corporate Group and net transfer pricing results

- noninterest income of $114.0 million, which included the recognition of a $93 million gain from the sale of our merchant card portfolio;
. noninterest expense of $81.7 million;

. credit expense (income) of ($185.3) million was due to the difference between the $45.8 million reversal in provision for loan losses ce
under our US GAAP methodology and the $139.5 million in expected losses for the reportable business segments, which utilizes the
methodology; and

- income from discontinued operations, net of income taxes, of $22.5 million.

Regulatory Matters

In October 2004, Union Bank of California International entered into a written agreement with the Federal Reserve Bank of New York rel
Union Bank of California Internatiorial Bank Secrecy Act and aimtioney laundering controls and processes. Union Bank of California Internatir
wholly owned subsidiary of Union Bank of California, N.A., is headquartered in New York City and, as an Edge Act subsidiary, is limited to e
international banking activities, most of which were sold in October 2005. We expect to dissolve this subsidiary in the second quarter of 20!
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the principal business activities of this subsidiary have been sold, we remain legally responsible for resolving the issues raised by the Fed
Bank of New York. During 2006, we expect to spend approximately $10 million for compliance related expenses.

In March 2005, Union Bank of California, N.A. entered into a memorandum of understanding with the Office of the Comptroller of the Cul
which requires Union Bank of California, N.A. to strengthen its Bank Secrecy Act ard@mty laundering controls and proces&aging 2005, we
began the process of strengthening those controls and processes, which will continue in 2006. We expect to spend approximately $16 milli
2006 primarily for consulting and staff related expenses in our continuing operations.

Management is committed to resolving the issues raised by the regulators and continues to take actions it believes to be appropriate
this objective.

F-46

Until resolved, these pending regulatory matters, or any future regulatory actions concernimgreytiaundering controls and processes, |
adversely affect UnionBanCal Corporatisand Union Bank of California, N.A. ability to obtain regulatory approvals for future initiatives requiril
regulatory approval, including acquisitions. Also, any future regulatory actions relating to this subject could result in the imposition of fines
penalties as has occurred with a number of other banks in recent years. However, neither Union Bank of CalifésnizgiNofandum of
understanding with the Office of the Comptroller of the Currency, Union Bank of California Internatisgedement with the Federal Reserve Ban!
New York, nor the financial impact of enhanced Bank Secrecy Act anchaniy laundering controls and processes, are expected to have a ma
adverse impact on the financial condition or results of operations of Union Bank of California, N.A. or UnionBanCal Corporation.
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UnionBanCal Corporation and Subsidiaries
Consolidated Statements of Inconi®

Years Ended December 31,

(Dollars in thousands, except per share data) 2003 2004 2005
Interest Income
Loans $ 1,373,867 $ 1,366,97C $ 1,800,72¢
Securities 348,622 425,607 395,819
Interest bearing deposits in banks 296 3,417 2,676
Federal funds sold and securities purchased under resale agreements 10,203 9,189 20,535
Trading account assets 3,459 3,492 4,226
Total interest income 1,736,447 1,808,675 2,223,981
Interest Expense
Domestic deposits 150,386 144,879 289,285
Foreign deposits 2,024 1,808 14,066
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Federal funds purchased and securities sold under repurchase agreements 405 6,654 10,372
Commercial paper 8,508 6,899 31,672
Medium and longerm debt 7,845 16,773 32,206
Trust notes 14,510 2,780 953
Other borrowed funds 5,265 4,866 6,313
Total interest expense 188,943 184,659 384,867
Net Interest Income 1,547,504 1,624,016 1,839,114
(Reversal of) provision for loan lossas 72,799 (45,757) (50,683)
Net interest income after provision for loan losses 1,474,705 1,669,773 1,889,797
Noninterest Income
Service charges on deposit accounts 304,717 335,207 323,865
Trust and investment management fees 136,347 153,083 173,518
Insurance commissions 62,652 77,874 78,915
Merchant banking fees 30,990 39,646 43,898
Foreign exchange gains, net 28,542 32,004 33,902
Brokerage commissions and fees 31,755 33,063 30,038
Card processing fees, net 37,520 34,147 25,105
Securities losses, net (1,851) (12,085) (50,039)
Other 82,284 219,884 145,585
Total noninterest income 712,956 912,823 804,787
Noninterest Expense
Salaries and employee benefits 780,740 848,717 934,354
Net occupancy 120,434 127,720 141,299
Outside services 65,088 74,978 117,190
Equipment 63,988 67,839 68,206
Software 45,536 51,877 58,511
Professional services 48,274 48,371 45,500
Communications 41,607 42,011 41,909
Foreclosed asset expense (income) (84) 1,211 (5,635)
Provision for losses on effalance sheet commitmetts — — 4,000
Other 198,351 210,865 201,912
Total noninterest expense 1,363,934 1,473,589 1,607,246
Income from continuing operations before income taxes 823,727 1,109,007 1,087,338
Income tax expense 271,193 398,933 356,698
Income from Continuing Operations 552,534 710,074 730,640
Income from discontinued operations before income taxes 56,239 36,339 205,582
Income tax expense 21,634 13,879 73,289
Income from Discontinued Operations 34,605 22,460 132,293
Net Income $ 587,13¢ $ 732,532 $ 862,93:
Income from continuing operations per common share-basic $ 3.71 $ 4.81 $ 5.04
Net Income per common share-basic $ 3.04 $ 2.96 3 5.05
Income from continuing operations per common share-diluted $ 367 $ 472 3 4.94
Net income per common share-diluted $ 3.00 $ 21.87 $ 5.84
Weighted average common shares outstandirgbasic 148,917 147,767 145,109
Weighted average common shares outstandirgdiluted 150,645 150,303 147,792

® In September 2005, Union Bank of California, N.A. committed to a plan for disposal of its international correspondent banking business. All periods presented have been restated to reflect th
operations.

(2 Beginning in 2005, the net change in the allowance for losses dral#iice sheet commitments was recognized separately from the change in the allowance for loan losses. Prior periods have no
restated.

See accompanying notes to consolidated financial statements.
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UnionBanCal Corporation and Subsidiaries
Consolidated Balance Sheets

December 31,

(Dollars in thousands) 2004 2005
Assets
Cash and due from banks $ 1,977,42. $ 2,402,21:
Interest bearing deposits in banks 277,482 771,164
Federal funds sold and securities purchased under resale agreements 944,950 796,500
Total cash and cash equivalents 3,199,854 3,969,87¢€

Trading account assets 235,840 312,655
Securities available for sale:

Securities pledged as collateral 144,240 96,994
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Held in portfolio 10,994,981 8,072,28€
Loans (net of allowance for loan losses: 2004, $399,156; 2005, $351,532) 28,710,25¢ 32,744,06:
Due from customers on acceptances 23,841 19,252
Premises and equipment, net 526,543 536,074
Intangible assets 61,737 42,616
Goodwill 450,961 454,015
Other assets 1,731,35¢ 2,113,577
Assets of discontinued operations to be disposed owsold 2,018,41C 1,054,594

Total assets $ 48,098,02. $ 49,416,00:
Liabilities
Domestic deposits:

Noninterest bearing $ 19,100,12¢ $ 19,489,37°

Interest bearing 19,402,37¢ 19,789,49¢€
Foreign deposits:

Interest bearing 216,999 803,366

Total deposits 38,719,50¢€ 40,082,23¢
Federal funds purchased and securities sold under repurchase agreements 587,249 651,529
Commercial paper 824,887 680,027
Other borrowed funds 172,549 134,485
Acceptances outstanding 23,841 19,252
Other liabilities 1,112,742 1,466,478
Medium and longerm debt 816,113 801,095
Junior subordinated debt payable to subsidiary grantor trust 15,790 15,338
Liabilities of discontinued operations to be extinguished or assumed 1,533,09¢ 1,005,85¢

Total liabilities 43,805,777 44,856,302

Commitments and contingencies
Stockholders Equity
Preferred stock:
Authorized 5,000,000 shares, no shares issued or outstanding at December 31, 200- — —
Common stock, par value $1 per share in 2004 and in 2005:
Authorized 300,000,000 shares, issued 152,191,818 shares in 2004 and 154,469,21

shares in 2005 152,192 154,469
Additional paidin capital 881,928 994,956
Treasury stock-3,831,900 shares in 2004 and 10,262,143 shares in 2005 (223,361) (612,732)
Retained earnings 3,526,312 4,141,40C
Accumulated other comprehensive loss (44,827) (118,393)

Total stockholdersequity 4,292,244 4,559,70C

Total liabilities and stockholdergquity $ 48,098,02: $ 49,416,00:

@ In September 2005, Union Bank of California, N.A. committed to a plan for disposal of its international correspondent banking business. All prior periods pre
been restated to reflect the discontinued operations.

See accompanying notes to consolidated financial statements.
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UnionBanCal Corporation and Subsidiaries
Consolidated Statements of Changes in Stockholdésquity

Accumulated Total
Additional other stock-
Number Common paid-in Treasury Retained comprehensive holders
(In thousands, except shares) ot shares stock capital stock earnings Income (loss) equity
BALANCE DECEMBER 31, 2002 150,702,36: $ 926,46( $ —  $ — $ 2,591,63¢ $  240,09¢ $ 3,758,18¢
Comprehensive income
Net income—2003 587,139 587,13¢
Other comprehensive income, net of tax:
Net change in unrealized gains on cash flow hedges (60,582) (60,582)
Net change in unrealized gains on securities available
for sale (124,915) (124,915)
Foreign currency translation adjustment 356 356
Minimum pension liability adjustment (2,711) (2,711)
Total comprehensive income T 399,287
Reincorporatiof$ (520,876) 520,87€ —
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Dividend reinvestment plan 5,731 34 22 56
Deferred compensatienrestricted stock awards 6,00C 282 (46) 236
Stock options exercised 1,912,32¢ 36,686 34,258 70,944
Stock issued in acquisitions 1,149,10¢ 48,254 48,254
Common stock repurchaséd (7,775,367 (344,840) (12,846) (357,686)
Dividends declared on common stock, $1.21 per $hare (178,844) (178,844)
Net change (780,460) 555,156 (12,846) 408,249 (187,852) (17,753)
BALANCE DECEMBER 31, 2003 146,000,151 $ 14600( $ 55515¢ $ (12,840 $ 2,999,88« $ 5224 $  3,740,43(
Comprehensive income
Net income—2004 732,534 732,534
Other comprehensive income, net of tax:
Net change in unrealized losses on cash flow hedges (42,357) (42,357)
Net change in unrealized losses on securities available
for sale (54,231) (54,231)
Foreign currency translation adjustment 2,423 2,423
Minimum pension liability adjustment (2,904) (2,904)
Total comprehensive income 635,465
Dividend reinvestment plan 308 1 16 17
Deferred compensatienrestricted stock awards 16,00C 16 968 (583) 401
Stock options exercised 1,918,01: 1,918 78,391 80,309
Stock issued in acquisitions 4,257,340 4,257 247,571 251,828
Common stock repurchaséd (174) (210,515) (210,689)
Dividends declared on common stock, $1.39 per $hare (205,523 (205,523)
Net change 6,192 326,772 (210,515 526,428 (97,069) 551,808
BALANCE DECEMBER 31, 2004 152,191,811 $ 152,19: $ 881,92 $ (223,36) $ 3,526,3L $ (44827 $ 4,292,24
Comprehensive income
Net income—2005 862,933 862,932
Other comprehensive income, net of tax:
Net change in unrealized losses on cash flow hedges (35,737) (35,737)
Net change in unrealized losses on securities available
for sale (42,403) (42,403)
Foreign currency translation adjustment 8,134 8,134
Minimum pension liability adjustment (3,560) (3,560)
Total comprehensive income T 789,367
Deferred compensatienrestricted stock awards 399,48¢ 399 25,242 (18,072) 7,569
Stock options exercised 1,877,90¢ 1,878 87,786 89,664
Common stock repurchaséd (389,371) (389,371)
Dividends declared on common stock, $1.59 per $hare (229,773 (229,773
Net change 2,277 113,028 (389,371 615,088 (73,566) 267,45€
BALANCE DECEMBER 31, 2005 154,469,21' $ 154,46¢ $ 994,95¢ $ (612,73) $ 4,141,40( $ (118,399 $ 4,559,70(

(1)

(2)

(3)

Common stock repurchased includes commission costs. All repurchases subsequent to September 29, 2003, are reflected in Treasury Stock.

Dividends are based on UnionBanCal Corporasishares outstanding as of the declaration date.

On September 30, 2003, UnionBanCal Corporation changed its state of incorporation from California to Delaware, establishing a par value of $1 per share of common stock.

See accompanying notes to consolidated financial statements.

F-51

UnionBanCal Corporation and Subsidiaries
Consolidated Statements of Cash Flows

For the Twelve Months
Ended December 31,

(Dollars in thousands) 2003 2004 2005
Cash Flows from Operating Activities:

Net income $ 587,13¢ $ 732,534 $ 862,93¢
Income from discontinued operations, net ot taxes 34,605 22,460 132,293
Income from continuing operations, net of taxes — 552534 ~— 710,074 ~— 730,640

Adjustments to reconcile net income to net cash provided by operatin
activities:

(Reversal of) provision tor loan losses 72,799 (45,757) (50,683)
Provision tor losses on ettalance sheet commitments — — 4,000
Depreciation, amortization and accretion 137,183 155,890 157,616
Provision tor deterred income taxes 49,269 76,708 65,230
Losses on sales of securities available tor sale, net 1,851 12,085 50,039
Net increase In prepaid expenses (85,250) (89,434) (150,286)
Net (increase) decrease In tees and other charges receivable 29,845 (15,721) 100,730
Net Increase (decrease) In accrued expenses (90,108) (12,859) 12,530
Net increase (decrease) in unearned and deferred income (6,919) 20,397 104,468
Net (Increase) decrease In trading account assets 22,822 16,181 (76,816)
Net Iincrease (decrease) In other liabilities (80,117) 20,472 152,531
Net Increase In other assets, net of acquisitions (195,630) (136,120) (377,292)
Loans originated for resale (306,510) (1,046,839 (145,671)
Net proceeds trom loans originated for resale 336,794 931,324 218,068
Restricted stock granted 236 401 7,569
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Other, net
Discontinued operations, net
Total adjustments
Net cash provided by operating activities
Cash Flows from Investing Activities:
Proceeds from sales of securities available tor sale
Proceeds trom matured and called securities available for sale
Purchases ot securities avallable for sale, net of acquisitions
Net purchases of premises and equipment
Net (Increase) decrease In loans, net ot acquisitions
Net cash used In acquisitions
Other, net
Discontinued operations, net
Net cash used In Investing activities
Cash Flows from Financing Activities:
Net increase In deposits, net ot acquisitions
Net Increase (decrease) In tederal tunds purchased and securities sold
repurchase agreements
Net Iincrease (decrease) in commercial paper and other borrowed tund
Proceeds from Issuance of debt
Redemption ot junior subordinated debt
Common stock repurchased
Payments of cash dividends
Stock options exercised
Other, net
Discontinued operations, net
Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Effect of exchange rate changes on cash and cash equivalents
Cash and cash equivalents at end ot year

Cash Paid During the Year For:
Interest
Income taxes
Supplemental Schedule of Noncash Investing and Financing
Activities:
Acquisitions:
Fair value of assets acquired
Purchase price:
Cash
Stock 1ssued
Fair value of liabilities assumed
Lofans trlansrerred to foreclosed assets (OREO) and/or distressed loan:
or sale

See accompanying notes to consolidated financial statements.
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41,142 139,285 14,512
77,835 (320) 243,509
5,247 75699 ~— 330,054
557,776 735773 1,060,694
274,856 1,046,055 1,580,355
3,368, 79¢€ 3.741 945 2.965.067

(7.363.168)  (4.879.26€)  (L,715.88%)
(95,027) (109,418) (98,353)
1,257,64€ (2,984,28¢) (4,076,331
(60,920) (101,359) —
1,626 900 25
(89,330) (40,245) 873,020

(Z705,517) ~ (3,325,676 @77,100)
2,370,095 2,937,95C 1,362,734
(53,411) 220,681 64,280
(551,671) 243.078 (182,924)
398,548 — -

— (360,825) —
(357,686) (210,689) (389,371)
(175,795) (197,198) (224.218)
70,944 80,309 89,664

412 2.440 8.134
(145,353) (128,147) (547,660)
1,556,087 7.587,59C 180,639
3,793,392 3,201,875 3,199,854

140 283 790

$ 192,33C $ 175146 $  364,71F
238,515 310,789 319,885
$ 721,74¢ $ 2,577,76¢ S —
(83,597) (201,522) —
(48,254) (251,828) —
$ 6,381 $ 5,506 $ 1,31C

UnionBanCal Corporation and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2003, 2004, and 2005

I

UnionBanCal Corporation is a commercial bank holding company and has, as its major subsidiary, a banking subsidiary, Union Bank of

N.A. (the Bank)

mers, smg
ationally.

The Bank of TokyeMitsubishi UFJ, Ltd. (BTMU), which is a wholgwned subsidiary of Mitsubishi UFJ Financial Group, Inc. (MUFG), owng
approximately 63 percent of the Compangputstanding common stockecember 31, 2005.

Basis of Financial Statement Presentation

The accounting and reporting policies of the Company conform to accounting principles generally accepted in the United States of Am
GAAP) and general practice within the banking industry. Those policies that materially affect the determination of financial position, results
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operations, and cash flows are summarized below.

The Consolidated Financial Statements include the accounts of the Company, and all material intercompany transactions and balanc
eliminated. The preparation of financial statements in conformity with US GAAP requires management to make estimates and assumptions
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements anc
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. Certain amounts for prior
have been reclassified to conform with current financial statement presentation.

Cash and Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents include cash and due from banks, interest bearing deposits in bank
funds sold and securities purchased under resale agreements, which have original maturities less than 90 days.

Resale and Repurchase Agreements

Transactions involving purchases of securities under agreements to resell (reverse repurchase agreements or reverse repos) or sale
under agreements to repurchase (repurchase agreements or repos) are accounted for as collateralized financings except where the Com
have an agreement to sell (or purchase) the same or substantially the same securities before maturity at a fixed or determinable price.’$he
policy is to obtain possession of collateral with a market value equal to or in excess of the principal amount loaned under resale agreement
valued daily, and the Company may require counterparties to deposit additional collateral or return collateral pledged, when appropriate.
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UnionBanCal Corporation and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2003, 2004, and 2005 (Continued)

Note :—Summary of Significant Accounting Policies and Nature of Operation§Continued)
Trading Account Assets

Trading account assets consist of securities and loans that management acquires with the intent to hold for short periods of time in o
advantage of anticipated changes in market values. Substantially all of the securities have a high degree of liquidity and readily determinak
value. Interest earned, paid, or accrued on trading account assets is included in interest income using a method that produces a level yielc
gains and losses from the sale or closeof trading account positions and unrealized market value adjustments are recognized in noninteres

Included in trading account assets are the unrealized gains related to a variety of interest rate derivative contracts, primarily swaps ar
energy derivative contracts and foreign exchange contracts, entered into either for trading purposes, based on rreimgenatmception, or a
an accommodation to customers.

Derivatives held or issued for trading or customer accommodation are carried at fair value, with realized and unrealized changes in fair
contracts included in noninterest income in the period in which the changes occur. Unrealized gains and losses are reported gross and in
trading account assets and other liabilities, respectively. Cash flows are reported net as operating activities. The reserve for credit exposu
administrative costs related to derivative and foreign exchange contracts is presented as an offset to trading account assets. Changes in
for those contracts offset trading gains and losses in noninterest income.

Securities Available for Sale

The Companis securities portfolio consists of debt and equity securities that are classified as securities available for sale.

Debt securities and equity securities with readily determinable market values that are not classified as trading account assets are clas
securities available for sale and carried at fair value, with the unrealized gains or losses reported net of taxes as a component of accumula
comprehensive income (loss) in stockholderguity until realized.

Interest income on debt securities includes the amortization of premiums and the accretion of discounts using a method that produce:
and is included in interest income on securities.

The Company recognizes othantemporary impairment on its securities available for sale portfolio cost when it is likely that it will not re
its principal. A security is subject to quarterly impairment testing when its fair value is lower than its carrying value. The Company excludes 1
quarterly impairment testing debt securities that are backed by the full faith and credit of the U.S. government or where the likelihood of defi
remote and purchased at a premium below 10 percent of par. Typical securities in the portfolio that are subject to testinjdoitetheorary
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impairment are collateralized loan obligations (CLOs), commercial mortgage conduits and equity securities. In calculating the lexthbof other
temporary impairment, the Company considers expected cash flows utilizing a number of assumptions such as recovery rates, default rate
reinvestment rates, business models, current and projected financial performance, and overall economic market conditions.
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UnionBanCal Corporation and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2003, 2004, and 2005 (Continued)

Note :—Summary of Significant Accounting Policies and Nature of Operations (Continued)

Realized gains and losses on the sale of and-titla@itemporary impairment charges on available for sale securities are included in nonin
income as securities gains (losses), net. The specific identification method is used to calculate realized gains or losses.

Securities available for sale that are pledged under an agreement to repurchase and which may be sold or repledged under that agre
been separately identified as pledged as collateral.

Loans Held for Investment and Loans Held for Sale

Loans are reported at the principal amounts outstanding, net of unamortized nonrefundable loan fees and related direct loan originati
Deferred net fees and costs related to loans held for investment are recognized in interest income generally over the contracted loan term
method that generally produces a level yield on the unpaid loan balance. Nonrefundable fees and direct loan origination costs related to Ic
sale are deferred and recognized as a component of the gain or loss on sale. Interest income is accrued principally on a simple interest ba
for sale are carried at the lower of cost or market on an individual basis for commercial loans and an aggregate basis for residential mortgay
Changes in value are recognized in other noninterest income.

Nonaccrual loans are those for which management has discontinued accrual of interest because there exists significant uncertainty a
and timely collection of either principal or interest or such loans have become contractually past due 90 days with respect to principal or int

Interest accruals are continued for certain small business loans that are processed centrally, consumer loattssfandamity residential
mortgage loans. These loans are charged off or written down to their net realizable value based on delinquency time frames that range fron
days, depending on the type of credit that has been extended. Interest accruals are also continued for loans that esedustddvaeld in the
process of collection. For this purpose, loans are consideredeeelied if they are collateralized by property having a net realizable value in ex
the amount of principal and accrued interest outstanding or are guaranteed by a financially responsible and willing party. Loans are consic
process of collection" if collection is proceeding in due course either through legal action or other actions that are reasonably expected to
prompt repayment of the debt or in its restoration to current status.

When a loan is placed on nonaccrual, all previously accrued but uncollected interest is reversed against current period operating rest
subsequent payments received are first applied to unpaid principal and then to uncollected interest. Interest income is accrued at such tin
is brought fully current as to both principal and interest, and, in managemetgment, such a loan is considered to be fully collectible. Howeve
Company policy also allows management to continue the recognition of interest income on certain loans designated as nonaccrual. This p
nonaccrual portfolio is referred to as "Cash Basis Nonaccrual" loans. This policy only applies to loans thasaczveelland in management
judgment are considered to be fully collectible. Although the accrual of interest is suspended, any payments received may be applied to tt
according to its contractual terms and interest income recognized when cash is received.

Loans are considered impaired when, based on current information, it is probable that the Company will be unable to collect all €
according to the contractual terms of the loan agreement,
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UnionBanCal Corporation and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2003, 2004, and 2005 (Continued)
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Note :—Summary of Significant Accounting Policies and Nature of Operations (Continued)

including interest payments. Impaired loans are carried at the lower of the recorded investment in the loan, the estimated present value of 1
future cash flows, discounted at the |tmeffective rate, or the fair value of the collateral, if the loan is collateral dependent. Additionally, some
impaired loans with commitments of less than $2.5 million are aggregated for the purpose of measuring impairment using historical loss fact
means of measurement. Excluded from the impairment analysis are large groups of smaller balance homogeneous loans such as consume
residential mortgage loans.

The Company offers primarily two types of leases to customers: 1) direct financing leases where the assets leased are acquired witho
financing from other sources, and 2) leveraged leases where a substantial portion of the financing is provided by debt with no recourse to
Company. Direct financing leases are carried net of unearned income, unamortized nonrefundable fees and related direct costs associatet
origination or purchase of leases. Leveraged leases are carried net of nonrecourse debt.

Allowance for Loan Losses

The Company maintains an allowance for loan losses to absorb losses inherent in the loan portfolio. The allowance is based on ongo
assessments of the probable estimated losses inherent in the loan portfolio. The allowance is increased by the provision for loan losses, \
charged against current period operating results and decreased by the amount affthargeof recoveries. The Compasynethodology for
assessing the appropriateness of the allowance consists of several key elements, which include the formula allowance, the specific allowe
unallocated allowance.

The formula allowance is calculated by applying loss factors to outstanding loans. Loss factors are based on thes@éstgrara) loss
experience and may be adjusted for significant factors that, in managejndgement, affect the collectibility of the portfolio as of the evaluatior
date. The Company derives the loss factors for most commercial loans from a loss migration model and, for pooled loans, by using expecte
offs. Pooled loans are homogeneous in nature and include consumer and residential mortgage loans, and certain small commercial loans.
losses are based on a loss confirmation period, which is the estimated average period of time between a material adverse event affecting 1
worthiness of a borrower for naiticized, riskgraded credits or through the remaining life of the loan for criticizedgriasled credits, and the
subsequent recognition of a loss.

Specific allowances are established in cases where management has identified significant conditions or circumstances related to a cr
management believes indicate the probability that a loss has been incurred in excess of the amount determined by the application of the fc
allowance.

The unallocated allowance is composed of attribution factors, which are based upon managsalessition of various conditions that are n
directly measured in the determination of the formula and specific allowances. The conditions evaluated in connection with the unallocated
may include existing general economic and business conditions affecting the key lending areas of the Company, credit quality trends, colla
loan volumes and concentrations, specific industry conditions within portfolio segments, recent loss experience in particular segments of tl
duration of the current business cycle, bank regulatory examination results and findings of the Comigaingl credit examiners.
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The allowance also incorporates the results of measuring impaired loans as provided in Statement of Financial Accounting Standards
No. 114, "Accounting by Creditors for Impairment of a Loan" and SFAS No. 118, "Accounting by Creditors for Impairment ef-intoare
Recognition and Disclosures." These accounting standards prescribe the measurement methods, income recognition and disclosures re
impaired loans. A loan is considered impaired when management determines that it is probable that the Company will be unable to collect &
due according to the original contractual terms of the loan agreement. Impairment is measured by the difference between the recorded invi
loan (including accrued interest, net deferred loan fees or costs and unamortized premium or discount) and the estimated present value of
future cash flows, discounted at the |tmeffective rate, or the fair value of the collateral, if the loan is collateral dependent. Additionally, some
impaired loans with commitments of less than $2.5 million are aggregated for the purpose of measuring impairment using historical loss fact
means of measurement. In addition, the impairment allowance may include amounts related to certain qualitative factors that have yet to m
themselves in the other measurements. Impairment is recognized as a component of the existing allowance for loan losses.

Premises and Equipment
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Premises and equipment are carried at cost, less accumulated depreciation and amortization. Depreciation and amortization are calcu
straightline method over the estimated useful life of each asset. Lives of premises range from ten to forty years; lives of furniture, fixtures ai
equipment range from three to eight years. Leasehold improvements are amortized over the term of the respective lease or ten years, whic
shorter.

Longlived assets that are held or that are to be disposed of are evaluated periodically for impairment when events or changes in circt
indicate that the carrying amount may not be recoverable. The impairment is calculated as the difference between the expected undiscoun
cash flows of a londjved asset, if lower, and its carrying value. In the event of an impairment, the Company recognizes a loss for the differer
between the carrying amount and the estimated value of the asset as measured using a quoted market price or, in the absence of a quote
a discounted cash flow analysis. The impairment loss is reflected in noninterest expense.

Intangible Assets

Intangible assets that have infinite lives, such as goodwill, are tested for impairment at least annually.

Intangible assets that have finite lives, which include core deposit intangibles andaigkpération, are amortized either using the straliglet
method or a method that patterns the manner in which the economic benefit is consumed. Intangible assets are typically amortized over th
period of benefit ranging from six to fifteen years, although some intangible assets may have useful lives which extend to thirty years. The
periodically evaluates the recoverability of intangible assets and takes into account events or circumstances that warrant revised estimate
lives or that indicate that impairment exists.
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Other Real Estate Owned

Other real estate owned (OREO) represents the collateral acquired through foreclosure in full or partial satisfaction of the related loan.
recorded at the lower of the Idarunpaid principal balance or its fair value as established by a current appraisal, adjusted for disposition cos
write-down at the date of transfer is charged to the allowance for loan losses. OREO values, recorded in other assets, are reviewed on an
and any decline in value is recognized as foreclosed asset expense in the current period. The net operating results from these assets are
current period in noninterest expense as foreclosed asset expense (income).

Distressed Loans Held for Sale

Distressed loans held for sale are included in other assets in the consolidated financial statements and represent loans that the Comr
identified as available for accelerated disposition. These are loans that would otherwise be included in nonaccrual loans. Distressed loans
at the lower of the unpaid principal balance or fair value. Any wdidien at the date of transfer is charged to the allowance for loan losses. Dist
loans, recorded in other assets, are reviewed on a quarterly basis and any decline in value is recognized in other noninterest income durir
which the decline occurs. At December 31, 2003, 2004 and 2005, there were no distressed loans held for sale.

Private Capital Investments

Private capital investments include direct investments in private companies and indirect investments in private equity funds. These in
are initially valued at cost and tested for ottteantemporary impairment on a quarterly basis if the carrying value exceeds fair value. Fair value
estimated based on a comp&nlgusiness model, current and projected financial performance, liquidity and overall economic and market cont
Any otherthantemporary impairment is recognized in other noninterest income.

Derivative Instruments Held for Purposes Other Than Trading

The Company enters into a variety of derivative contracts as a means of reducing the Compaeygt rate and foreign exchange exposure
inception, these contracts, i.e., hedging instruments, are evaluated in order to determine if the hedging instrument will be highly effective
offsetting changes in the hedge instrument and hedged item attributable to the risk being hedged. Any ineffectiveness, which arise
hedging relationship, is recognized in noninterest expense in the period in which it arises. All qualifying hedge instruments are valued at fi
included in other assets or other liabilities. For fair value hedges of interest bearing assets or liabilities, the change in the fair value of the
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and the hedging instrument, to the extent effective, is recognized in net interest income. For all other fair value hedges, the changes in th
the hedged item and changes in fair value of the derivative are recognized in noninterest income. For cash flow hedges, the unrealized ¢
value to the extent effective are recognized in other comprehensive income. Amounts realized on cash flow hedges related to variable |
deposit liabilities are recognized in net interest income in the period in which the cash flow from the hedged item is realized. When a qui
flow hedge contract is terminated but the hedging relationship continues, the unrealized gain or loss on the terminated contract is recoc
over the period in which the cash flow from the hedged item is realized. If the hedging relationship is discontinued, any unrealized ga
accumulated other comprehensive
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income will be recognized in noninterest expense. The fair value of cash flow hedges related to forecasted transactions is recognized in nc
expense in the period when the forecasted transaction occurs.

Operating Leases

The Company enters into a variety of lease contracts generally for premises and equipment. Lease contracts that do not transfer sub:
of the benefits and risks of ownership and meet the criteria under SFAS No. 13 "Accounting for Leases" are treated as operating leases. T
accounts for the payments of rent on these contracts on a siiaehbasis over the lease term. At inception of the lease term, any periods for\
no rents are paid and/or escalation clauses are stipulated in the lease contract are included in the determination of the rent expense and r
ratably over the lease term.

Foreign Currency Translation

Assets, liabilities and results of operations for foreign branches are recorded based on the functional currency of each branch. Since
functional currency of the branches is the local currency, the net assets are remeasured into U.S. dollars using a combination of current at
exchange rates. The resulting gains or losses are included in stockhedués as a component of accumulated other comprehensive income
on a net of tax basis. Effective December 31, 2005, the foreign exchange translation related to the international correspondent banking bus
recognized as part of the gain from the sale and is included in discontinued operations.

Income Taxes

The Company files consolidated federal and combined state income tax returns. Amounts provided for income tax expense are based
reported for financial statement purposes and do not necessarily represent amounts currently payable under tax laws. Deferred taxes, whi
principally from temporary differences between the period in which certain income and expenses are recognized for financial accounting pt
the period in which they affect taxable income, are included in the amounts provided for income taxes. Under this method, the computation
deferred tax liability or asset gives current recognition to changes in the tax laws.

Net Income Per Common Share

Basic earnings per share (EPS) is computed by dividing net income by the weighted average number of common shares outstanding
period. Diluted EPS incorporates the dilutive effect of common stock equivalents outstanding on an average basis during the period. Stocl
a common stock equivalent. See discussion under "Baskd Compensation," which follows below and Note 16 of these consolidated financi
statements.

Allowance for Losses on GBfalance Sheet Commitments

The Company maintains an allowance for-lmdlance sheet commitments to absorb losses inherent in those commitments upon fun
commitments include unfunded loans, standby letters of credit and commercial lines of credit that are not for sale. ThésGoetpadglogy fc
assessing the appropriateness of this allowance is the same as that used for the allowance for loan losses and incorporates an assumg
historical information of likely utilization. See accounting policy
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"Allowance for Loan Lossé's The allowance for losses on difdlance sheet commitments is classified as other liabilities and the change in thi
allowance is recognized in noninterest expense.

StockBased Compensation

As allowed under the provisions of SFAS No. 123, "Accounting for SBaded Compensation," as amended, the Company has chosen tc
continue to recognize compensation expense using the intrinsichedee method of valuing stock options prescribed in Accounting Principle
Board Opinion (APB) No. 25, "Accounting for Stock Issued to Employees" and related Interpretations. Under the intrirlsasealueethod,
compensation cost is measured as the amount by which the quoted market price of the Gostgangt the date of grant exceeds the stock opt
exercise price.

At December 31, 2005, the Company had two stisded employee compensation plans, which are described more fully in Note 16 of the:
consolidated financial statements. The value of the restricted stock awards issued under the plans has been reflected in compensation e»
Options granted under the plans had an exercise price equal to the market value of the underlying common stock on the date of grant and
were not included in compensation expense as allowed by current US GAAP.

The following table illustrates the effect on net income, which includes discontinued operations, and corresponding earnings per shar
Company had applied the fair value recognition provisions of SFAS No. 123 tebsteedd employee compensation. For the purpose of this disc
the Company has recognized compensation expense for graded vesting on alistedigists and without regard for forfeitures.

For the Year Ended

(Dollars in thousands) 2003 2004 2005
As reported net income $ 587,13¢ $ 73253t $ 862,93
Add: stockbased employee compensation expense included
in reported net income, net of income taxes 146 248 4,674
Deduct: total stoclhased employee compensation expense, net
income taxes 24,198 25,377 24,491
Pro forma net income, after stebksed employee
compensation expense $ 563,080 $ 707,40f $ 843,11¢
Net income per common shardéasic
Asreportec  $ 394 % 496 $ 5.95
Pro forme $ 378 % 479 % 5.81
Net income per common shargliluted
Asreportec  $ 390 $ 487 $ 5.84
Proforme $ 374 $ 471 % 5.73

Compensation cost associated with the Comjzaugvested restricted stock issued under the management stock plan is measured bas:
market price of the stock at the grant date and is expensed over the vesting period. Compensation cost for unvested stock option awards
the fair value method.

Compensation cost associated with the ComfsRgrformance Share Plan, described more fully in Note 16 of these consolidated financie
statements, is accounted for in accordance with APB No. 25.
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Note :—Summary of Significant Accounting Policies and Nature of Operations (Continued)
Employee Benefit and Incentive Plans and Other Postretirement Benefits

The Company provides a variety of benefit and incentive compensation plans for eligible employees and retirees. Provisions for the ¢
employee benefit and incentive plans and postretirement benefit plans are accrued and charged to expense when the benefit is earned.

Segment Reporting

Business unit results are based on an internal management reporting system used by management to measure the performance of tl
Company as a whole. The management reporting system identifies balance sheet and income statement items to each business unit base
management accounting policies. Net interest income is determined using the Cenmmptanyal funds transfer pricing system, which assigns a ¢
of funds to assets or a credit for funds to liabilities and capital based on their type, maturity or repricing characteristics. Noninterest income
expense directly or indirectly attributable to a business unit are assigned to that business. Economic capital is attributed to each business
Risk Adjusted Return on Capital (RAROC) methodology, which seeks to allocate capital to each business unit consistent with the level of ri
assumes. These risks are primarily credit risk, market risk and operational risk. Credit risk is the potential loss in economic value due to the |
that the obligor will not perform as agreed. Market risk is the potential loss in fair value due to changes in interest rates, currency rates and
Operational risk is the potential loss due to all other factors, such as failures in internal controls, system failures, or external events.

The Compans operating business segments have been aggregated into two major components: consumer and commercial. This ag¢
groups the components by major classes of customers and the products and services that are provided.

Junior Subordinated Debt Payable to Subsidiary Grantor Trust (Trust Notes)

Trust notes are accounted for as liabilities on the balance sheet. Interest on trust notes is treated as interest expense on an accrual

Additional information on the trust notes can be found in Note 14 of these consolidated financial statements.

Treasury Stock

In 2003, the Company reincorporated in the State of Delaware and adopted the treasury stock method of accounting for repurchases
stock. The cost of common stock repurchased is shown separately in the statement of changes in stoeghiijdansl shares repurchased are
deducted from shares outstanding until retired. Gains and losses resulting from shares reissued are based on the average cost of shares
Gains and losses, up to the amount of gains previously recognized, are included in additional paid in capital. Losses in excess of the gains
recognized reduce retained earnings.
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Recently Issued Accounting Pronouncements
Accounting for SharBased Payments

In December 2004he Financial Accounting Standards Board (FASB), issued SFAS No. 123 (revised 2004)~Based Payment". This
Statement requires that compensation costs related tolshsed payment transactions be recognized in the financial statements. Measurem
cost of employee service will be based on the gdate fair value of the equity or liability instruments issued. That cost will be recognized over
period during which an employee is required to provide service in exchange for the award. Additionally, liability awards will be remeasured €
reporting period. Statement 123R replaces SFAS No. 123, "Accounting forEBeseki Compensation” and supercedes APB Opinion No. 25,
"Accounting for Stock Issued to Employees". This Statement is effective for annual periods beginning after June 15, 2005 and requires ad«
a modified prospective application or a modified retrospective application. However, on April 14, 2005, the SEC issued%id|en2éiballows
companies to delay implementation of the Statement to the beginning of the next fiscal year. The Company will adopt Statement 123R on Ja
under the modified prospective method, which is expected, based upon current projections, to result in an increase in noninterest expense
approximately $26 million for the year ended December 31, 2006. Disclosure required under SFAS No. 123 is shown in Note 1 of these cons
financial statements.
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Exchanges of Nonmonetary Assets

In December 2004, the FASB issued SFAS No. 153, "Exchanges of Nonmonetary Assets, an amendment of APB Opinion No. 29." This
amends the principle that exchanges of nonmonetary assets should be measured based on the fair value of the assets exchanged and r
provides for exceptions regarding exchanges of nonmonetary assets that do not have commercial substance. This Statement specifies th
nonmonetary exchange has commercial substance if the future cash flows of the entity are expected to change significantly as a result of t
The provisions of the Statement are effective for nonmonetary asset exchanges occurring in fiscal periods beginning after June 15, 2005. /
there was no impact on the Companfjnancial position or results of operations.

Accounting Changes and Error Corrections

In May 2005, the FASB issued SFAS No. 154, "Accounting Changes and Error Corrections, a replacement of APB Opinion No. 20 and |
Statement No. 3." The Statement requires that a voluntary change in accounting principle be applied retrospectively to all prior periods fina
statements presented, unless impracticable to do so. It also provides that a change in method of depreciation or amortizalivedfaptdigncia
asset be accounted for as a change in accounting estimate effected by a change in accounting principle, with the change applied prospet
correction of errors in previously issued financial statements should be termed a "restatement.” The Statement is effective for fiscal years |
after December 15, 2005. Management believes that adopting this Statement will not have a material impact on th'es Goamugalyposition or
results of operations.

Accounting for Conditional Asset Retirement Obligations

In March 2005, the FASB issued Interpretation No. 47 (FIN 47), "Accounting for Conditional Asset Retirement Obligations, an interp
FASB Statement No. 143, "Accounting for Asset Retirement
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Obligations." FIN 47 generally applies to Ioliged assets and requires a liability to be recognized for a conditional asset retirement obligation
value of that liability can be reasonably estimated. A conditional asset retirement obligation is defined as a legal obligation to perform an ac
associated with an asset retirement in which the timing and/or method of settlement are conditional on a future event that may or may not |
within the control of the company. A liability should be recognized when incurred (based on its fair value at that date), which generally wou
the acquisition or construction of the related asset. Upon recognition, the offset to the liability would be capitalized as part of the cost of th
depreciated over the estimated useful life of that asset. The Interpretation is effective no later than December 31, 2005. The Company adof
the fourth quarter 2005 without material effect on its financial position or results of operations.

Accounting for Certain Loans Acquired in a Transfer

In December 2003, under clearance of the FASB, the Accounting Standards Executive Committee (AcSEC) of the AICPA issued Stater
Position (SOP) 03, "Accounting for Certain Loans or Debt Securities Acquired in a Transfer." This SOP establishes accounting standards f
discounts on purchased loans when the discount is attributable to credit quality. The SOP requires that the loan discount, rather than cor
amounts, establish the inveswestimate of undiscounted expected future principal and interest cash flows as a benchmark for yield and img
measurements. The SOP prohibits the carryover or creation of a valuation allowance in the initial accounting for these loans. This SOP is e
loans acquired in years beginning after December 15, 2004. At adoption, there was no impact on the' €bngyenigl position or results of
operations.

Determining Whether a General Partner Controls a Limited Partnership

In June 2005, the FASB ratified Emerging Issues Task Force (EITF) Issue-Bg:M&ermining Whether a General Partner, or the General
Partners as a Group, Controls a Limited Partnership or Similar Entity When the Limited Partners Have Certain Rights." The EITF reached a
that the general partners in a limited partnership are presumed to control that limited partnership regardless of the extent of the geheral pa
ownership interest in the limited partnership. The presumption of control by the general partner can be overcome if the limited partners hav
(a) the substantive ability to dissolve the limited partnership or remove the general partners without cause or (b) substantive participating
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guidance is effective for all limited partnerships created or modified after June 29, 2005 and for all existing limited partnerships beginning Jar
2006. At adoption, there was no impact on the Comjsafityancial position or results of operations.
Note 2—Discontinued Operations

During the third quarter 2005, the Bank signed a definitive agreement to sell its international correspondent banking operations (previc
reported as the International Banking Group for segment reporting) to Wachovia Bank, N.A. effective October 6, 2005.

The principal legal closing of the transaction took place on October 6, 2005, with the Bank receiving $245 million in cash from Wach
N.A. The Bank may also earn a contingent payment not to exceed $45 million, based on the results of conversion of the international ¢
banking customer
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base to Wachovia Bank, N.A. Any such contingent payment would be earned and received in the second quarter of 2006.

At the principal closing, no loans or other assets were acquired by Wachovia Bank, N.A., and no liabilities were assumed. The Bank c
operate this international business, and will continue to do so over a transition period of several months, during which it is expected that a
the Banks international correspondent bank customers will transfer to Wachovia Bank, N.A. In conjunction with the customer conversion p
during the fourth quarter of 2005 and the first half of 2006, it is expected that certain loans and other assets of the business will be acquire:
Wachovia Bank, N.A. and certain related liabilities may be assumed. At that time, Wachovia Bank, N.A. will pay in cash to the Bank an amo
the net book value of assets acquired less any liabilities assumed.

The Bank expects to complete its exit from the international correspondent banking business during the second quarter 2006. As cust
transferred to Wachovia Bank, N.A. during the coming months, the’Bantkrnational correspondent banking revenue will decline. Internationa
correspondent banking expenses will also decline, but not necessarily at the same rate as revenue.

The Company has accounted for this transaction as a discontinued operation and restated its prior period financial statements. The
discontinued operations were reclassified as "held for sale" and accounted for at the lower of cost or fair value less the costs to sell. In del
timing for recognizing the transaction as a discontinued operation, the Bank concluded that the operations and cash flows of the disposal
eliminated at the end of the transition period in the second quarter of 2006 and the Bank will not have any significant continuing involvemet
international correspondent banking business.

Interest expense was attributed to discontinued operations based on average net assets. The amount of interest expense allocated
operations during the years ended December 31, 2003, 2004 and 2005 was $3.0 million, $0.8 million and $15.5 million, respectively.

The gain from the sale was recognized in the fourth quarter of 2005 at the principal closing when cash proceeds of $245.0 million were
The proceeds were offset by direct costs associated with the transaction of $4.3 million and a foreign currency translation adjustment of $1:
which was reclassified from accumulated other comprehensive income and included in noninterest income below. The net gain before incol
$228.8 million. The decision to record the entire gain in the fourth quarter was based on the fact that the Bank had satisfied all of the contre
business retention requirements and has no intentionesfteging that market.

During the fourth quarter, the initial severance reserve balance of $25.0 million decreased by $3.3 million. This reduction was due to a $.
decrease resulting from refinements to the original severance estimates and $0.3 million in payments to employees. The severance reserv:
December 31, 2005 was $21.7 million.
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Note 2—Discontinued Operations (Continued)

At December 31, 2004 and 2005, all assets related to the discontinued operations are recorded at the lower of cost or fair value, less ¢
disposal. The assets and liabilities identified as discontinued operations were comprised of the following:

December 31, December 31,

(Dollars in thousands) 2004 2005
Assets

Cash and due from banks $ 133,76:  $ 119,15¢
Interest bearing deposits in banks 214,423 138,762
Loans 1,599,541 724,084
Due from customers on acceptances 32,074 42,612
Premises and equipment 3,888 1,409
Other assets 34,721 28,569
Assets of discontinued operations to be disposed or sold $ 201841 $  1,054,59
Liabilities

Noninterest bearing deposits $ 541,467 $ 446,95:
Interest bearing deposits 914,863 461,717
Other liabilities 76,769 97,189
Liabilities of discontinued operations to be extinguished or assumed $ 153309 $ 1,005,385

The components of income from discontinued operations for the years ended December 31, 2003, 2004 and 2005 are:

For the years ended December 31,
(Dollars in thousands) 2003 2004 2005

Net interest income $ 2156z $ 21207 $ 20,252
Provision for loan losses 2,201 10,757 6,683
Noninterest income 81,297 76,482 298,725
Noninterest expense 44,419 50,593 106,712
Income from discontinued operations before income

taxes 56,239 36,339 205,582
Income tax expense 21,634 13,879 73,289
Income from discontinued operations $ 34608 $ 2246C $ 132,29¢

Included in noninterest expense for the year ended December 31, 2005 was approximately $22.0 million of severance expense and an i
approximately $3.0 million related to the wri€ of software in development. In addition, compliance related expenses were $2.1 million and
$32.8 million for the years ended December 31, 2004 and 2005, respectively.

The Consolidated Statements of Cash Flows have been restated to reflect the impact of discontinued operations in operating, investi
financing activities.
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Note 3—Securities

The amortized cost, gross unrealized gains, gross unrealized losses, and fair values of securities are presented below.

Securities Available For Sale

December 31,
2003 2004 2005
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Gross Gross Gross Gross
Fair Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair

(Dollars in thousands) Value Cost Gains Losses Value Cost Gains Losses Value
U.S. Treasury $ 276,35 $ 52,417 $ 970 $ 12 $ 53,37t $ 50,24¢€ $ e $ 287 % 49,95¢
Other U.S. government 4,940,084 3,909,082 9,700 43,103 3,875,679 902,802 161 14,571 888,392
Mortgagebacked

securities 5,155,539 6,025,470 28,532 50,576 6,003,426 5,351,677 7,798 123,941 5,235,534
State and municipal 46,177 69,562 4,825 260 74,127 65,620 4,152 378 69,394
Assetbacked and debt

securities 337,286 1,123,504 6,778 8,398 1,121,884 1,906,583 14,214 7,172 1,913,625
Equity securities 3,359 9,153 719 349 9,523 10,980 929 799 11,110
Foreign securities 1,146 1,207 — — 1,207 1,266 — — 1,266

Total securities

available for sale ~ $ 10,759,94( $ 11,190,39' $ 51,524  $ 102,69¢ $ 11,139,22: $ 8,289,17: $ 27,254  $ 147,146 $ 8,169,28(

For the years ended December 31, 2003, 2004 and 2005, interest income included $2.7 million, $3.6 million and $3.4 million, respectively,
taxable securities and dividend income of $1.2 million, $3.9 million and $4.4 million, respectively, from equity securities.

The amortized cost and fair value of securities, by contractual maturity, are shown below. Expected maturities may differ from contractu
maturities because borrowers may have the right to call or prepay obligations, with or without call or prepayment penalties.

Maturity Schedule of Securities

Securities
Available for Salew
December 31, 2005

Amortized Fair

(Dollars in thousands) Cost Value
Due in one year or less $ 351,72¢  $ 348,54:
Due after one year through five years 722,126 709,551
Due after five years through ten years 1,700,21¢ 1,672,56€
Due after ten years 5,504,12¢ 5,427,511
Equity securitie® 10,980 11,110

Total securities $ 8,289,170 $  8,169,28(

@ The remaining contractual maturities of mortgdgeked securities are classified without regard to prepayments. The contractual maturity of these securities is
reliable indicator of their expected life since borrowers have the right to repay their obligations at any time.

@ Equity securities do not have a stated maturity.
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In 2003, proceeds from sales of securities available for sale were $274.9 million with gross realized gains of $5.2 million and gross realiz
$7.1 million. In 2004, proceeds from sales of securities available for sale were $1.0 billion with gross realized gains of $2.0 million and gross re
losses of $14.1 million. In 2005, proceeds from sales of securities available for sale were $1.6 billion with gross realized gains of $0.7 million ¢

realized losses of $50.7 million.

Analysis of Unrealized Losses on Securities Available for Sale

At December 31, 2005, the Comp&hgecurities available for sale shown below were in a continuous unrealized loss position for the peri
than 12 months and 12 months or more.

Less than 12 months 12 months or more Total

Fair Unrealized Fair Unrealized Fair Unrealized
(Dollars in thousands) Value Losses Count Value Losses Count Value Losses Count
U.S. Treasury $ 49,95¢ $ 287 1 3 — 3 = — $ 49,95¢ $ 287 1
Other U.S. government 370,904 6,062 13 372,88¢ 8,509 12 743,792 14,571 25
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Mortgagebacked

securities 1,862,527 23,476 111 2,721,712 100,465 174 4,584,23¢ 123,941 285
State and municipal 7,981 35 26 20,963 343 69 28,944 378 95
Assetbacked and debt

securities 509,347 2,157 58 162,14C 5,015 27 671,487 7,172 85
Equity securities 249 269 1 847 530 2 1,096 799 3
Total securities availabli - - -

for sale $ 2,800,967 $ 32,286 210 $ 3,278,55( $ 114,86z 284 $ 6,079,517 $ 147,14¢ 494

The Companis securities are primarily investments in debt securities, which the Company has the ability and intent to hold until recove
carrying value. The following describes the nature of the investments, the causes of impairment, the severity and duration of the impairmer
applicable, and a discussion regarding how the Company has determined that the unrealized loss ishraottetin@orary.

U.S. Treasury Securities

U.S. Treasury securities are securities backed by the full faith and credit of the United States government and therefore have no risk c
These securities are issued at a stated interest rate and mature within two years. All of the unrealized losses on U.S. Treasury securities
rising interest rates subsequent to purchase. Unrealized losses will decline as interest rates fall to the purchased yield and as the securiti
maturity. Since the Company has the ability and intent to hold the U.S. Treasury securities until recovery of the carrying value, which could
the unrealized loss is considered temporary.

Other U.S. Government Securities

Other U.S. Government securities are securities issued by one of the several Gov8punsanted Enterprises (GSEs) such as Fannie
Freddie Mac, Federal Home Loan Banks or Federal Farm Credit Banks. These securities were issued with a stated interest rate and mat
three years. All of the unrealized losses on other U.S. Government securities resulted from rising interest rates subsequent to purcha:
losses will decline as interest rates fall to the purchased yield and as the securities
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Note 3—Securities (Continued)

approach maturity. Since the Company has the ability and intent to hold the other U.S. Government securities until recovery of the carrying
which could be maturity, the unrealized loss is considered temporary.

MortgageBacked Securities

Mortgagebacked securities are primarily securities guaranteed by a GSE such as Fannie Mae or Freddie Mac. These securities are co
by residential mortgage loans and may be prepaid at par prior to maturity. All of the unrealized losses on thelrackgdgecurities resulted fror
rising interest rates subsequent to purchase. Because the likelihood of credit loss is remote, the securities are excluded from the periodic ¢
otherthantemporary impairment. The securities are subject to the provisions of SFAS No. 91, "Accounting-fefutdiable Fees and Costs
Associated with Originating or Acquiring Loans and Initial Direct Costs of Leases" and any purchased premiums in excess of the par amou
evaluated for recoverability on a quarterly basis and the result of that evaluation is recorded in interest income. Unrealized losses, beyond
purchased premium, will decline as interest rates fall to the purchased yield and as the securities approach contractual or expected maturi
Company has the ability and intent to hold the mortgaagked securities until recovery of the par amount, which could be maturity, the unreali
loss is considered temporary.

State and Municipal Securities

State and municipal securities are primarily securities issued by state and local governments to finance operating expenses and varic
These securities are issued at a stated interest rate and have varying expected maturities ranging up to 17 years. The majority of the unre
on the state and municipal securities resulted from rising interest rates subsequent to purchase, which occurred with the acquisition of Bu
of California on January 16, 2004. Unrealized losses will decline as interest rates fall to the purchased yield and as the securities approach
Since the Company has the ability and intent to hold the state and municipal securities until recovery of the carrying value, which could be
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unrealized loss is considered temporary.

AssetBacked and Debt Securities

Assetbacked and debt securities are primarily collateralized loan obligations that are highly illiquid and for which fair values are difficult
Unrealized losses arise from rising interest rates, widening credit spreads, credit quality of the underlying collateral, and shepindgokedf the
performance of the fund managers. Cash flow analysis of the underlying collateral provides an estimatéhafrdtimeporary impairment, which is
performed quarterly on those securities below Aa investment grade. Any security with a change in credit rating is also subject to cash flown
determine whether or not an otlteantemporary impairment exists. During 2005, the Company recognized $0.6 million effadinéemporary
impairment. Since the Company is able and intends to hold these securities until recovery of the carrying value, the unrealized loss is cons
temporary as of December 31, 2005.

Equity Securities

Equity securities consist of securities traded on a national exchange as part of the venture capital investment portfolio. The seci
portfolio in an unrealized loss position have suffered declines in
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Note 3—Securities (Continued)

share price due to lower earnings results. At December 31, 2005, the Company had the intent and ability to hold these equity securities un
the carrying value.

Collateral

The Company reports securities pledged as collateral in secured borrowings and other arrangements when the secured party can sel
the securities. These securities have been separately identified. If the secured party cannot resell or repledge the securities of the Compe
securities are not separately identified. As of December 31, 2004 and 2005, the Company had collateral pledged for borrowings and to sect
trust department deposits of $2.7 billion and $2.9 billion, respectively. These secured parties are not permitted to resell or repledge those s

As of December 31, 2004 and 2005, the Company had not accepted any collateral that it is permitted by contract to sell or repledge.

Note 4—Loans and Allowance for Loan Losses

A summary of loans, net of unearned interest and fees of $32 million and $13 million, at December 31, 2004 and 2005, respectively, is as

December 31,

(Dollars in thousands) 2004 2005
Domestic:
Commercial, financial and industrigl $ 9,760,75! $ 11,231,15!
Construction 1,130,071 1,447,29z
Mortgage:
Residential 9,538,15( 11,380,72¢
Commercial 5,409,02¢ 5,682,62¢
Total mortgage 14,947,17¢ 17,063,352
Consumer:
Installment 767,768 891,062
Revolving lines of credit 1,581,86¢ 1,610,68C
Total consumer 2,349,632 2,501,742
Lease financing 609,09C 579,593
Total loans in domestic offices 28,796,721 32,823,12¢
Loans originated in foreign branches 194,788 219,80%
Total loans held for investment 28,991,51¢ 33,042,93¢
Total loans held for sale 117,90C 52,661
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Total loans 29,109,41¢ 33,095,59¢
Allowance for loan losses 399,15€ 351,532
Loans, net $ 28,710,25' $ 32,744,06:

@ Included in commercial, financial and industrial loans at December 31, 2004 and 2005 were overdrafts from various deposit accounts of $77.8 million and $!
respectively.
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Note 4—Loans and Allowance for Loan Losse$Continued)

Changes in the allowance for loan losses were as follows:

Years Ended December 31,

(Dollars in thousands) 2003 2004 2005
Balance, beginning of year $ 609,19C $ 53291( $ 399,15¢
Loans charged off (209,58¢€) (79,673) (46,545)
Recoveries of loans previously charged off 50,091 55,597 49,555
Total net loans charged off (159,495) (24,076) 3,010
(Reversal of) provision for loan losses 72,79¢ (45,757) (50,683)
Foreign translation adjustment and other net additions (deduc
@ 10,41€ (63,921) 49
Ending balance of allowance for loan losses $ 53291( $ 399,15¢ $ 351,53:
Allowance for offbalance sheet commitment los$é3 — 82,375 86,375
Allowances for credit losses balance, end of year $ 53291C $ 481,531 $ 437,907

@ Includes $5.7 million related to the Business Bank of California acquisition and $12.6 million related to the Jackson Federal Bank acquisition, both acquired i
includes $10.3 million related to the Monterey Bay Bank acquisition in 2003.

@ On December 31, 2004, UnionBanCal Corporation transferred the allowance for lossebalamée sheet commitments of $82.4 million from allowance for loan
losses to other liabilities. Prior periods have not been restated.

Nonaccrual loans totaled $142 million and $59 million at December 31, 2004 and 2005, respectively. There were no renegotiated loans ¢
December 31, 2004 and 2005.

Loan Impairment

Impaired loans of the Company include commercial, financial and industrial, construction and commercial mortgage loans designated &
nonaccrual. When the value of an impaired loan is less than the recorded investment in the loan, a portion of thes@timpange for loan losse
is allocated as an impairment allowance.

The Compans policy for recognition of interest income, chaajés of loans, and application of payments on impaired loans is the same &
policy applied to nonaccrual loans.
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Note 4—Loans and Allowance for Loan Losses (Continued)

The following table sets forth information about the Compsinppaired loans.

December 31,

(Dollars in thousands) 2003 2004 2005
Impaired loans with an allowance $ 217,61¢ $ 81,01 $ 58,897
Impaired loans without an allowarite 11,141 6,664 —
Total impaired loarf& $ 22875: $ 87,67¢ $ 5889
Allowance for impaired loans $ 54,961 $ 24,282 $ 13,29:
Average balance of impaired loans during the year $ 29505 $ 139,22: $ 45,76¢
Interest income recognized during the year on nonaccrual loans
December 3® $ 6544 $ 25750 $ 16,42¢

@ These loans do not require an allowance for credit losses under SFAS No. 114 since the fair values of the impaired loans equal or exceed the recorded inve:
loans.

@ This amount was evaluated for impairment using three measurement methods as follows: $178 million, $41 million, and $45 million was evaluated using the
of the expected future cash flows at December 31, 2003, 2004 and 2005, respectively; $38 million, $9 million, and $3 million was evaluated using the fair vz
collateral at December 31, 2003, 2004 and 2005, respectively; and $12 million, $38 million, and $11 million was evaluated using historical loss factors at D¢
2003, 2004 and 2005, respectively.

@) Reflects both interest income recognized on an actrasis and on a cadfasis.

Related Party Loans

In some cases, the Company makes loans to related parties including its directors, executive officers, and their affiliated companies. A
December 31, 2004, related party loans outstanding to individuals who served as directors or executive officers and their affiliated compani
during the year totaled $42 million, as compared to $27 million at December 31, 2005. In the opinion of management, these related party loar
on substantially the same terms, including interest rates and collateral requirements, as those terms prevailing in the market at the date th:
made. During 2004 and 2005, there were no loans to related parties that were charged off. Additionally, at December 31, 2004 and 2005, the
loans to related parties that were nonperforming.

During 2004 and 2005, the Company made no loans to its majority stockholder, BTMU, nor to any of its affiliates.

Note 5—Goodwill and Other Intangible Assets

Upon adoption of SFAS No. 142 on January 1, 2002, the amortization of existing goodwill ceased and the carrying amount of goodwill v
allocated to the applicable reporting units. The allocation was based on the sources of previously recognized goodwill and the reporting ul
the related acquired net assets were assigned. Managsguectations of which reporting units had benefited from the synergies of acquire:
businesses were considered in the allocation process. Annual impairment testing for 2003, 2004 and 2005 resulted in no impairment of gooc
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Note 5—Goodwill and Other Intangible Assets (Continued)
The table below reflects the Compamidentifiable intangible assets and accumulated amortization at December 31, 2004 and 2005.

December 31, 2004 December 31, 2005
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Dollars in thousands Amount Amortization Amount Amount Amortization Amount
Core Deposit
Intangibles $ 67,231 $ (2987¢) $ 37,361 $ 67,231 $ (44979 $ 22,26¢
Rightsto-Expiration 35,808 (13,27%) 22,533 36,608 (17,59%) 19,013
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(761)
(63,329

1,339
$ 42,61¢

2,100
105,94¢

1,843
$ 61,737

(257)
(43,409)

2,100
105,14¢

Other
Total

$ $ $ $

Total amortization expense for 2003, 2004 and 2005 was $11.4 million, $19.5 million and $19.9 million, respectively.

Core Deposit  Rights-to- Total Identifiable
Intangibles Expiration Other Intangible
Estimated amortization expense for the years endir
2006 $ 9571 $ 372 3 389 $ 13,685
2007 5,471 3,166 299 8,936
2008 3,245 2,674 231 6,150
2009 1,763 2,242 178 4,183
2010 807 1,859 137 2,803
thereafter 1,407 5,347 105 6,859
Total amortization expense after December 31, 200! $ 22,26¢ $ 19,01 $ 1,33¢ $ 42,616

The changes in the carrying amount of goodwill during 2003, 2004 and 2005 are shown below. Corrections of errors in the recognition ¢
taxes related to certain bank acquisitions are included in the table. These errors had no impact on net income.

(Dollars in thousands) 2003 2004 2005
Balance, January 1, $ 150,54: $ 226,55¢ $ 450,96
Acquired during the twelve months ended December 31, 74,403 246,671 —
Contingent period adjustments (1,603) — (1,466)
Adjustment for contingent consideration 3,392 1,710 1,993
Correction of an error (178) (23,976) 2,527
Balance, December 31, $ 22655¢ $ 450,961 $ 454,01F

On January 16, 2004, the Company completed its acquisition of Business Bank of California, and initially recorded approximately $86 mil
goodwill and $16 million of core deposit intangible. The core deposit intangible is being amortized on an accelerated basis over an estimate

years.
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Note 5—Goodwill and Other Intangible Assets (Continued)

On August 1, 2004, the Company completed its acquisition of the business portfolio of CNA Trust Company (CNAT), and initially recort
approximately $3 million of goodwill, $7 million of core deposit intangible and $2 million in other intangible assets. The identifiable intangibles

amortized on an accelerated basis over their estimated life of 7 years.

On October 28, 2004, the Company completed its acquisition of Jackson Federal Bank, and initially recorded approximately $139 million
and $6 million of core deposit intangible. The core deposit intangible is being amortized on an accelerated basis over an estimated life of 7

Note 6—Premises and Equipment
Premises and equipment are carried at cost, less accumulated depreciation and amortization. As of December 31, 2004 and 2005, the .

as follows:

December 31,

2004

2005

Accumulated

Accumulated

Depreciation and Net Book Depreciation and Net Book
(Dollars in thousands) Cost Amortization Value Cost Amortization Value
Land $ 66,082 $ = $ 66,082 $ 65,25 $ — $ 65,25(
Premises 432,147 195,345 236,802 468,213 216,160 252,053
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Leasehold
improvements 171,360 109,185 62,175 187,255 124,908 62,347
Furniture, fixtures anc
equipment 606,013 444,529 161,484 599,437 443,013 156,424
Total $ 1,275,660 $ 749,059 $ 52654: $ 1,320,158 $ 784,081 $ 536,07

Rental and depreciation and amortization expenses were as follows:

Years Ended December 31,

(Dollars in thousands) 2003 2004 2005
Rental expense of premises $ 5096¢ $ 5598 $ 63,61¢
Less: rental income 18,505 15,205 12,961
Net rental expense $ 3246/ $ 40,78 $ 50,65i
Other net rental (income) expense, primarily for equipment $ (1,480 $ (237) $ 711
Depreciation and amortization of premises and equipment $ 8954/ $ 87,75¢ $ 88,827
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Future minimum lease payments are as follows:

(Dollars in thousands) December 31, 200&
Years ending December 31,
2006 $ 54,18¢
2007 47,999
2008 43,696
2009 39,139
2010 33,517
Later years 76,740
Total minimum operating lease payments $ 295,28(
Minimum rental income due in the future under noncancellable subleases $ 38,38

A majority of the leases provide for the payment of taxes, maintenance, insurance, and certain other expenses applicable to the lease
Many of the leases contain extension provisions and escalation clauses.

Note 7—Other Assets—Investments Carried at Cost

The Company invests in private capital funds either directly in the privately held companies or indirectly through private equity funds. "
investments are carried at cost. The investméaitsvalue is estimated quarterly based on a comganysiness model, current and projected
financial performance, liquidity and overall economic and market conditions. If fair value is estimated to be below cost, an evaluatiethéo¥ oth
temporary impairment is performed. If any of the factors used to determine fair value indicate that a forecasted recovery is beyond a reasot
of time, an othethantemporary impairment is recorded. At December 31, 2004, private capital investments were carried at cost of $97.0 millio
December 31, 2005, private capital investments were carried at cost of $110.4 million and there were no investments in private capital equity
funds with costs in excess of fair value.

Note 8—Deposits

At December 31, 2005, the Company had $637 million in domestic interest bearing time deposits with a remaining term of greater than ¢
which $183 million exceeded $100,000. Maturity information for all domestic interest bearing time deposits with a remaining term of greater th
is summarized below.
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(Dollars in thousands) December 31, 200&

Due after one year through two years $ 372,42t

Due after two years through three years 117,970

Due after three years through four years 75,740

Due after four years through five years 62,841

Due after five years 8,318
Total $ 637,29
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Note 9—Employee Benefit and Incentive Plans and Other Postretirement Benefits

The following information includes both continuing and discontinued operations.

Retirement Plan

The Company maintains the Union Bank of California, N.A. Retirement Plan (the Pension Plan), which is a domestic noncontributory de
benefit pension plan covering substantially all of the employees of the Company. The Pension Plan provides retirement benefits based on
credited service and the final average compensation amount, as defined in the Pension Plan. Employees become eligible for this plan after
service and become fully vested after five years of service. The Cotsgangling policy is to make contributions between the minimum requirec
the maximum deductible amount as allowed by the Internal Revenue Code. Contributions are intended to provide not only for benefits attril
services to date, but also for those expected to be earned in the future. The Company also separately maintains foreign pension plans wit
liability of approximately $4 million. These plans are accounted for separately and are not included in the pension benefits table below.

Other Postretirement Benefits
General

The Company maintains the Union Bank of California Employee Health Benefit Plan (the Health Plan), which in part provides certain he.
benefits for its retired employees and life insurance benefits for those employees who retired prior to January 1, 2001. The healthcare cost
between the Company and the retiree. The life insurance plan is noncontributory. The accounting for the Health Plan anticipates fistting co
changes that are consistent with the Compamgent to maintain a level of cestharing at approximately 25 to 50 percent, depending on age an
service with the Company. Assets set aside to cover such obligations are primarily invested in mutual funds and insurance contracts.

Prescription Drug Benefits

In 2004, the Company recorded a $6.1 million reduction in employee benefit expense associated with the remeasurement of our postre
benefits as a result of the Medicare Prescription Drug, Improvement and Modernization Act of 2003 ("The Act"). The reduction is attributab
federal subsidy provided by The Act to employers that sponsor retiree health care plans with drug benefits that are equivalent to those off
Medicare Part D. The effect of the subsidy on the measurement of net periodic postretirement benefit cost for the year ended December 31
included a $3.1 million actuarial experience gain, a $1.1 million reduction in service cost, and a $1.9 million reduction in interest cost on the ¢
postretirement benefit obligation (APBO). The effect of the subsidy related to benefits attributed to past service in measuring the Camupayy
2004 APBO was a reduction of $30.8 million related to benefits attributed to past service. This is reflected in the 2004 actuarial gain of $35.9 |
benefit obligations for other benefits noted below.
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The following table sets forth the fair value of the assets in the Corrgpdefined benefit pension plan and its other postretirement benefit

as of December 31, 2003, 2004 and 2005.

Pension Benefits

Other Benefits

Years Ended December 31,

Years Ended December 31,

(Dollars in thousands) 2003 2004 2005 2003 2004 2005
Change in plan assets
Fair value of plan assets, beginning

year $ 660,14( $ 904,87¢ $ 1,082,82 $ 81,53¢ $ 106,24t $ 122,60(
Actual return on plan assets 168,416 104,649 93,729 17,842 10,872 6,859
Employer contribution 100,000 100,000 182,00C 16,627 15,286 16,952
Plan participantscontributions — — — 1,968 2,444 2,612
Benefits paid (23,678) (26,704) (26,291) (11,728) (12,247) (11,867)
Fair value of plan assets, end of ye $ 904,87¢ $ 1,082,820 $ 1,332,26. $ 106,24t $ 122,60( $ 137,15¢

The Compans actual periogind asset allocation for the Pension Plan and Health Plan, by asset category, was as follows:

Pension Plan

Health Plan

December 31,

December 31,

Asset Category 2003 2004 2005 2003 2004 2005

Domestic equity securities 48% 50% 49% 30% 31% 32%
International equity securities 21% 22% 22% 13% 14% 15%
Fixed income debt securities 29% 28% 29% 25% 28% 28%
Insurance contracts 0% 0% 0% 30% 26% 24%
Cash and cash equivalents 2% 0% 0% 2% 1% 1%
Total 100% 100% 100% 100% 100% 100%

The investment objective for the CompaniPension Plan and Health Plan is to maximize total return within reasonable and prudent level:
The Plansasset allocation strategy is the principal determinant in achieving expected investment returns on' thesetan¥he asset allocation
strategy favors equities, with a target allocation of 70 percent equity securities and 30 percent debt securities. Additionally, the Health Plar
investments in an insurance contract with Hartford Life that is separate from the target allocation. Actual asset allocations may fluctuate wi
acceptable ranges due to market value variability. If market fluctuations cause an asset class to fall outside of its strategic asset allocatior
portfolio will be rebalanced as appropriate. A core equity position of domestic large cap and small cap stocks will be maintained, in conjunct
diversified portfolio of international equities and fixed income securities. Plan asset performance is compared against established indices a
groups to evaluate whether the risk associated with the portfolio is appropriate for the level of return.

The Company, aided by an independent advisor, periodically reconsiders the appropriate strategic asset allocation and the etgrectat
of return for plan assets. The independent advisor evaluates the investment return volatility of different asset classes and compare
structure of the Compatg/plan to those of other companies, while considering the Corigpfamding policy to maintain a funded status sufficiel
meet participantsbenefit obligations, and reducing lotgym funding requirements and pension costs. Based on this information, the C

updates its asset allocation
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Note 9—Employee Benefit and Incentive Plans and Other Postretirement Benefits (Continued)

strategy and target investment allocation percentages for the assets of the plan, as well as adopting an expactedied return.

The following table sets forth the benefit obligation activity and funded status for each of the Canmamy as follows:

Pension Benefits

Other Benefits

Years Ended December 31,
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(Dollars in thousands) 2003 2004 2005 2003 2004 2005
Change in benefit obligation

Benefit obligation, beginning of year $ 726,09¢ $ 819,55 $ 1,011,30¢ $ 157,957 $ 182,40¢ $ 147,62¢
Service cost 32,867 37,659 45,530 5,180 5,643 6,204
Interest cost 47,500 52,240 58,351 10,562 9,438 8,461
Plan participantscontributions — — — 1,968 2,444 2,612
Amendmentg) — — — — (4,109) —
Actuarial loss (gain) 36,765 128,553 87,848 18,469 (35,952) 14,548
Benefits paid (23,679) (26,704) (26,291) (11,728) (12,247) (11,867)
Benefit obligation, end of year 819,552 1,011,30C 1,176,73¢ 182,408 147,625 167,583
Funded status 85,325 71,523 155,523 (76,163) (25,025) (30,426)
Unrecognized transition amount — — — 22,937 16,279 14,244
Unrecognized net actuarial loss 227,741 320,340 383,701 78,099 36,290 51,586
Unrecognized prior service cost 3,457 2,390 1,323 (1,249) (1,153) (1,057)
Prepaid benefit cost $ 316,52 $ 394,25: $ 540,547 $ 23,62¢ $ 26,391 $ 34,347

@ In 2004, the Company made changes to the plan design for employer contribution subsidies resulting in a reduction of future obligations.

The Company expects to make cash contributions of $100 million to the Pension Plan and $19 million to the Health Plan for pension an
postretirement benefits, respectively, in 2006.
Estimated Future Benefit Payments and Subsidies

The following pension and postretirement benefit payments, which reflect expected future service, as appropriate, are expected to be
next 10 years and Medicare Part D Subsidies are expected to be received over the next 10 years.

Pension Postretirement Medical Part D
(Dollars in thousands) Benefits Benefits Subsidies
2006 $ 33,01« $ 10,587 $ 1,02t
2007 36,001 11,365 1,122
2008 39,127 12,093 1,213
2009 42,890 12,760 1,301
2010 46,620 13,443 1,375
Years 20112015 296,90C 75,782 7,994
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The following tables summarize the assumptions used in computing the present value of t
cost.

Pension Benefits

he projected benefit obligations and the net

Other Benefits

Years Ended December 31,

Years Ended December 31,

2003 2004 2005 2003 2004 2005
Discount rate in determining expense 6.75% 6.25% 5.75% 6.75% 6.25% 5.75%
Discount rate in determining benefit obligatic
at year end 6.25 5.75 5.50 6.25 5.75 5.50
Rate of increase in future compensation leve
for determining expense 5.0C 4.50 4.50 — — —
Rate of increase in future compensation leve
for determining benefit obligations at year
end 4.5C 4.50 4.70 — — —
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Expected return on plan assets 8.25 8.25 8.25 8.0C 8.25 8.25
Pension Benefits Other Benefits
Years Ended December 31, Years Ended December 31,
(Dollars in thousands) 2003 2004 2005 2003 2004 2005
Components of net periodic benefit
cost
Service cost $ 32861 $ 3765¢$ 4553 $ 5180 $ 564 3$ 6,20¢
Interest cost 47,50C 52,24C 58,351 10,562 9,438 8,461
Expected return on plan assets (72,811) (83,130() (95,86%) (6,746) (9,012) (10,407)
Amortization of prior service cost 1,067 1,067 1,067 (96) (96) (96)
Amortization of transition amount — — — 2,549 2,549 2,035
Recognized net actuarial loss 4,169 14,434 26,624 6,394 3,996 2,794

Total net periodic benefitcost ¢ 12,792 $§ 22,27( $ 35707 $ 17,84: $ 12,51¢ $ 8,99¢

The Companys assumed weighteaverage healthcare cost trend rates are as follows:

Year ended December 3]

7 5
Health care cost trend rate assumed for next year 8.07% 7.25% 8.93%
Rate to which cost trend rate is assumed to decline (the ultimate trend rate) 5.00% 5.00% 5.00%
Year the rate reaches the ultimate trend rate 2008 200€ 2011

The healthcare cost trend rate assumptions have a significant effect on the amounts reported for the Health Rlarcehtmggpoint change
in assumed healthcare cost trend rates would have the following effects.

1-
Percentage 1-Percentage
(Dollars in thousands) Point Increase Point Decrease¢
Effect on total of service and interest cost components $ 2,167 $ (1,785
Effect on postretirement benefit obligation 16,546 (14,034)
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Executive Supplemental Benefit Plans

The Company has several Executive Supplemental Benefit Plans (ESBPs), which provide eligible employees with supplemental retirem
The plans are unfunded. The accrued liability for ESBPs included in other liabilities in the Consolidated Balance Sheets was $43 million at D
2004 and $54 million at December 31, 2005. The Coniganpense relating to the ESBPs for the periods ending December 31, 2003, 2004, and !
$0.3 million, $4.1 million, and $5.3 milliomgspectively. These plans had intangible assets of $2.1 million, $1.6 million and $1.2 million as of Decer
2003, 2004, and 2005, respectively. Due to an additional minimum liability, these plans also had accumulated other comprehensive loss beft
$6.1 million, $10.8 million, and $17.0 million as of December 31, 2003, 2004, and 2005, respectively.

Section 401(k) Savings Plans

The Company has a defined contribution plan authorized under Section 401(k) of the Internal Revenue Code. Adlligdvlefémployees are
eligible to participate in the plan. Employees may contribute up to 25 percent of thigix pmvered compensation or up to 10 percent of their-@fte
covered compensation through salary deductions to a combined maximum of 25 percent. The Company contributes 50 percenttak elcdiar pr
employee contributes up to the first 6 percent of the emplsygetax covered compensation. Employees are fully vested in the emigloyer
contributions immediately. In addition, the Company may make a discretionary annuasipaoiiity contribution up to 2.5 percent of an empltyee
pay. This profitsharing contribution is for all eligible employees, regardless of whether an employee is participating in the 401(k) plan, and is
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upon on the Compahy annual financial performance. All employer contributions are tax deductible by the Company. The Coogabined
matching contribution expense was $19 million, $22 million, and $23 million for the years ended December 31, 2003, 2004 and 2005, respectiv

Note 16—Other Noninterest Income and Noninterest Expense

The details of other noninterest income and noninterest expense are as follows:
Other Noninterest Income

Years Ended December 31,

(Dollars in thousands) 2003 2004 2005
Gain on sale of merchant card portfolio $ — $ 9300C $ =
Private capital and other investment income 3,693 30,802 35,307
International commission and fees 10,264 10,642 11,316
Gains on sale of nonmortgage loans, net 3,556 2,188 122
Other 64,771 83,252 98,840
Total other noninterest income $ 8228/ $ 219,88« $ 145,58¢
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Note 16—Other Noninterest Income and Noninterest ExpenséContinued)

Other Noninterest Expense

Years Ended December 31,

(Dollars in thousands) 2003 2004 2005
Advertising and public relations $ 39,03¢ $ 37,965 $ 36,80:
Data processing 31,726 32,528 32,687
Intangible asset amortization 11,366 19,471 19,921
Other 116,225 120,901 112,501
Total other noninterest expense $ 198,357 $ 210,868 $ 201,91:

Note 11—Income Taxes

The following table is an analysis of the effective tax rate on continuing operations:

Federal income tax rate
Net tax effects of:
State income taxes, net of federal income tax benefit
Tax credits
Other
Effective tax rate

The components of income tax expense were as follows:

Years Ended December
31,
2003 2004 2005

35% 35% 35%

2 4 2
3) (3) 3)

=@

33% 36% 33%

Years Ended December 31,

(Dollars in thousands) 2003 2004 2005
Taxes currently payable:
Federal $ 210,98t $ 281,061 $ 263,73
State 10,646 40,214 26,226
Foreign 292 950 1,505
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Total currently payable 221,921 322,225 291,468
Taxes deferred:
Federal 35,405 54,193 63,094
State 13,864 22,515 3,317
Foreign — — (1,181)
Total deferred 49,269 76,708 65,230
Total income tax expense on continuing operations 271,193 398,933 356,698
Income tax expense on discontinued operations 21,634 13,879 73,289
Total income taxes $ 292827 $ 41281: $ 429,98]
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Note 11—Income Taxes (Continued)

The components of the net deferred tax balances of the Company were as follows:

December 31,

(Dollars in thousands) 2004 2005
Deferred tax assets:
Allowance for loan and offbalance sheet commitment losses $ 196,500 $ 187,12¢
Accrued income and expense 77,414 94,594
Unrealized net losses on securities available for sale 19,634 45,899
Unrealized net losses on cash flow hedges — 21,251
Other 38,124 16,617
Total deferred tax assets 331,675 365,487
Deferred tax liabilities:
Leasing 467,027 484,493
Depreciation 26,373 28,604
Intangibles 7,129 10,789
Pension liabilities 151,757 205,623
Unrealized net gains on cash flow hedges 885 —
Total deferred tax liabilities 653,171 729,50¢
Net deferred tax liability $ 321,49¢ $ 364,02

It is managemefs opinion that no valuation allowance is necessary because the tax benefits from the Codgfamgd tax assets are expet
to be realized through carrybacks to prior taxable years, future reversals of existing temporary differences or in future tax returns.

In 2005 the Company reduced federal income tax expense by $10.0 million to reflect a reduction to its reserve for estimated amounts o\
Internal Revenue Service with respect to certain leverage leasing transactions. The change in estimate reflected nsariegeshérd liability
based on settlement discussions with the IRS Appeals Division.

The Company has filed its 2003 and 2004, and intends to file its 2005, California franchise tax returns on the worldwide unitary basis, in
the financial results of BTMU and its worldwide affiliates. In 2005, the Company recognized a $4.1 million state income tax benefit primarily to
difference between the estimate of California state tax expense for 2004 and the actual tax reported in the 2004 California franchise tax retur
Company also recognized $3.1 million of California Enterprise Zone tax credits for which it qualified during the year.

In 2004, the Company recognized a $7.8 million state income tax expense primarily to reflect the difference between the estimate of Cali
tax expense for 2003 and the actual tax reported in the 2003 California franchise tax return.

In 2003, the Company recognized a $2.7 million reduction of income taxes paid in 1998, 1999, and 2000, resulting from the settlement of
issues with the Internal Revenue Service.
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Note 12—Borrowed Funds
The following is a summary of the major categories of borrowed funds:

December 31,

(Dollars in thousands) 2004 2005
Federal funds purchased and securities sold under repurchase agreel

with weighted average interest rates of 1.90% and 3.97% at Decembe

2004 and 2005, respectivély $ 587,24¢ $ 651,52¢
Commercial paper, with weighted average interest rates of 1.69%

and 3.60% at December 31, 2004 and 2005, respectively 824,887 680,027
Other borrowed funds, with weighted average interest rates of 4.25% a

4.05% at December 31, 2004 and 2005, respectively 172,54¢ 134,485

Total borrowed funds $ 158468 $ 1,466,04:

Federal funds purchased and securities sold under repurchase agreet

Maximum outstanding at any month end $ 739,38¢ $  2,285,56¢

Average balance during the year 596,997 898,107

Weighted average interest rate during the §&ar 1.25% 2.88%
Commercial paper:

Maximum outstanding at any month end $ 855,33 $  1,390,50:

Average balance during the year 620,053 1,086,08¢

Weighted average interest rate during the year 1.11% 2.92%
Other borrowed funds:

Maximum outstanding at any month end $ 212,37 $ 286,34:

Average balance during the year 162,424 168,220

Weighted average interest rate during the year 3.00% 3.75%

@  Weighted average interest rates provided relate to external funding and do not reflect the expenses allocated on net funding to discontinued operations. F

information, see Note 2 to our Consolidated Financial Statements

At December 31, 2005, federal funds purchased and securities sold under repurchase agreements had a weighted average remaining
less than 4 days. The commercial paper outstanding had a weighted average remaining maturity of 12 days.

Included in other borrowed funds in 2004 and 2005 are assumed mortgage notes related to the Cadmpiuistrative facility at Monterey Pal
California. At December 31, 2005, the notes consisted of 12 zero coupon notes with varying maturity dates through 2011. Maturities of thes
the next five years are as follows: $5.0 million in 2006, $4.9 million in 2007, $5.6 million in 2008, $6.2 million in 2009, $6.2 million in 2010, and $6.4 |

thereafter.
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Note 13—Medium and Long-Term Debt
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The following is a summary of the Compasynediurterm senior debt and lortgrm subordinated debt.

December 31,
(Dollars in thousands) 2004 2005
Medium-Term debt, fixed rate 5.75% senior notes due December 2006 $ 207,16( $ 200,96¢
Long-Term subordinated debt:
Floating rate notes due June 2007. These notes bear interest at
0.325% above-Bhonth London Interbank Offered Rate (LIBOR) and

are payable to BTMU. 199,876 199,92€
Fixed rate 5.25% notes due December 2013 409,077 400,201
Total medium and lonterm debt $ 816,11° $ 801,09¢

MediumTerm Debt

At December 31, 2005, the par value of the medieim notes was $200 million with a weighted average interest rate, including the impact «
deferred issuance costs, of 5.90 percent. The notes do not qualify as Tieb&seskcapital under the Federal Reserve guidelines for assessing
regulatory capital and are not redeemable prior to the stated maturity. The notes are senior obligations and are ranked equally with all exist
unsecured senior debt.

The Company has converted its 5.75 percent fixed rate on these notes to a floating rate of interest utilizing a $200 million notional inter:
swap, which qualified as a fair value hedge at December 31, 2005. At inception of the hedge relationship, this transaction met all of the reqt
utilizing the shortcut method for measuring effectiveness under SFAS No. 133. At December 31, 2005, the market value adjustment tetdrenrr
debt was an unrealized loss of $1.0 million, and the fair value of the hedge was an unrealized gain of $1.0 million. For the year ended Decem
the weighted average interest rate, including the impact of the hedge and deferred issuance costs was 3.97 percent.

LongTerm debt

In June 1997, the Company issued $200 million of floatitg subordinated debt due in June 2007. These notes bear interest at 0.325 per:
above 3month LIBOR and are payable to the holder of the note, BTMU. As of December 31, 2005, the weighted average interest rate of the
notes was 3.67 percent.

On December 8, 2003, the Company issued $400 million oftkmng subordinated debt. For the year ended December 31, 2005, the weighte
average interest rate of the letegm subordinated debt, including the impact of the deferred issuance costs, was 5.40 percent. The notes ar
obligations to the Compatgexisting and future outstanding senior indebtedness and ranked equally with the existiegniosigoordinated debt
with a par value of $200 million.

The Company has converted its 5.25 percent fixed rate on these notes to a floating rate of interest utilizing a $400 million notional
swap, which qualified as a fair value hedge at December 31, 2005. This transaction meets all of the requirements for utilizing the shortct
measuring effectiveness under SFAS No. 133. The market value adjustment to tterfodgbt was an unrealized loss of $1.4 million, and th
value of the hedge was an unrealized gain of $1.4 million. The weighted
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Note 13—Medium and Long-Term Debt (Continued)
average interest rate, including the impact of the hedge and deferred issuance costs, was 4.25 percent for the year ended December 31, 2

The floating rate and fixed rate subordinated debt qualify as Tier-Baiséd capital under the Federal Reserve Board guidelines for asses:
regulatory capital. For the total riddased capital ratio, the amount of notes that qualify as capital is reduced as the notes approach maturity.
years ended December 31, 2004 and 2005, $480 million and $440 million of the notes, respectively, qualifiedsedriskpital.

Provisions of the senior and subordinated notes restrict the Coispadrilty to engage in mergers, consolidations, and transfers of subst:
all assets.

Note 14—UnionBanCal Corporation—Junior Subordinated Debt Payable to Subsidiary Grantor Trust
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On March 23, 2000, Business Capital Trust | issued $10 million preferred securities to the public and $0.3 million common securities to t
Company. The proceeds of such issuances were invested by Business Capital Trust | in $10.3 million aggregate principal amount of the Cc
10.875 percent debt securities due March 8, 2030 (the Trust Notes). The Trust Notes represent the sole asset of Business Capital Trust I.
Notes mature on March 8, 2030, bear interest at the rate of 10.875 percent, payaaimsaity, and are redeemable by the Company at a premiu
(with premium declining each year) beginning on or after March 8, 2010 through March 7, 2020 plus any accrued and unpaid interest to the
date. On or after March 8, 2020, the Trust Notes are redeemable by the Company at 100 percent of the principal amount.

Holders of the preferred and common securities are entitled to cumulative cash distributions at an annual rate of 10.875 percent of the
amount of $1,000 per capital security. The preferred securities are subject to mandatory redemption upon repayment of the Trust Notes an
at a premium (with premium declining each year) at 105.438 percent of the liquidation amount beginning on or after March 8, 2010 through M
plus any accrued and unpaid interest to the redemption date. On or after March 8, 2020, the preferred securities are redeemable at 100 pel!
principal. Business Capital Trust | exists for the sole purpose of issuing the preferred securities and investing the proceeds in the Trust N
by the Company.

On September 7, 2000, MCB Statutory Trust | completed an offering of 10.6 percent preferred securities of $3.0 million to the public and
common securities to the Company. The proceeds of such issuance were invested by MCB Statutory Trust | in $3.1 million aggregate prir
of the Companis 10.6 percent debt securities due September 7, 2030 (the Trust Notes). The Trust Notes represent the sole assets of M
Trust |I. The Trust Notes mature on September 7, 2030, bear interest at the rate of 10.6 percent, payabieabnand are redeemable by
Company at a premium (with premium declining each year) beginning on or after September 7, 2010 through September 6, 2020 plus an
unpaid interest to the redemption date. On or after September 7, 2020, the Trust Notes are redeemable by the Company at 100 percent
amount.

Holders of the preferred securities and common securities are entitled to cumulative cash distributions at an annual rate of 10.6 p
liquidation amount of $1,000 per capital security. The preferred securities are subject to mandatory redemption upon repayment of the Tn
are callable at a premium (with premium declining each year) at 105.3 percent of the liquidation amount beginning on or
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Note 14—UnionBanCal Corporation—Junior Subordinated Debt Payable to Subsidiary Grantor Trust(Continued)

after September 7, 2010 through September 6, 2020 plus any accrued and unpaid interest to the redemption date. On or after September 7,
preferred securities are redeemable at 100 percent of the principal amount. MCB Statutory Trust | exists for the sole purpose of issuing the
securities and investing the proceeds in the Trust Notes issued by the Company.

On January 16, 2004, the Company completed the acquisition of Business Bancorp, which included Business Capital Trust | and MCB
Trust I. In accordance with SFAS No. 141 the Trust Notes were recorded at their fair value at the date of acquisition.

The weighted average interest rate for all Trust Notes were 4.45 percent and 6.12 percent for the years ended December 31, 2004 and
respectively.

Note 15—Dividend Reinvestment and Stock Purchase Plan

The Company has a dividend reinvestment and stock purchase plan for stockholders. Participating stockholders have the option of p
additional shares at the full market price with cash payments of $25 to $3,000 per quarter. The Company obtains shares required for reinve
primarily through open market purchases. During 2003, 2004 and 2005, 190,847 shares, 100,596 shares and 88,560 shares, respectively, we
dividend reinvestment purposes, of which 5,731 shares, 308 shares and zero shares were considered new issuances during 2003, 2004 ar
respectively. BTMU did not participate in the plan in 2003, 2004 or 2005.

Note 16—Management Stock Plans

The Company has two management stock plans. The Year 2000 UnionBanCal Corporation Management Stock Plan as amended (the :
Plan), and the UnionBanCal Corporation Management Stock Plan, restated effective June 1, 1997 (the 1997 Stock Plan), have 20.0 million ar
shares, respectively, of the Compangommon stock authorized to be awarded to key employees and outside directors of the Company at tt
discretion of the Executive Compensation and Benefits Committee of the Board of Directors (the Committee). Employees on rotational assig
BTMU are not eligible for stock awards.

The Committee determines the term of each stock option grant, up to a maximum of ten years from the date of grant. The exercise price
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options issued under the Stock Plans shall not be less than the fair market value on the date the option is granted. Unvested restricted st
under the Stock Plans is shown as a reduction to retained earnings. The value of the restricted shares at the date of grant is amortized to
expense over its vesting period. All cancelled or forfeited options and restricted stock become available for future grants.

Under the 2000 Stock Plan, the Company granted options to various key employees, includirmgadatigyofficers in 2003, 2004 and 2005 an
nonemployee directors in 2003 and 2004. Under both Stock Plans, options granted to employeesat@asbpreach anniversary of the grant dat
and become fully exercisable three years from the grant date, provided that the employee has completed the specified continuous service
The options vest earlier if the employee dies, is permanently disabled, or retires under certain grant, age, and service conditions or termine
employment under certain conditions. Options granted teemgployee directors are fully vested on the grant date and exercisable 33 1/3 perc
each anniversary under the 1997 Stock Plan, and fully vested and exercisable on the grant date under the 2000 Stock Plan.
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Note 16—Management Stock PlangContinued)

The following is a summary of stock option transactions under the Stock Plans.

Years Ended December 31,

2003 2004 2005
Weighted- Weighted- Weighted-
Number of Average Number of Average Number of Average
Shares Exercise Price Shares Exercise Price Shares Exercise Price
Options outstanding,
beginning of year 8,515,46¢ $ 34.71 9,008,01: $ 37.12 9,482,33¢ $ 41.87
Granted 2,517,020 40.32 2,478,93: 52.84 1,222,23( 61.36
Exercised (1,912,32) 30.52 (1,917,819 33.68 (1,877,909 38.24
Forfeited (112,15¥) 38.96 (86,78¢€) 42.87 (130,069) 50.62
Options outstanding,
end of year 9,008,01: $ 37.12 9,482,33¢ $ 41.87 8,696,58¢ $ 45.26
Options exercisable, - - -
end of year 3,845,52( $ 33.9¢ 4,733,00¢ $ 36.49 5,349,871 $ 40.29

The weighteehverage fair value of options granted was $12.92 during 2003, $16.55 during 2004 and $13.38 during 2005.

The fair value of each option grant is estimated on the date of grant using the&SBhad&s option pricing model with the following weighted
average assumptions used for grants made in 2003, 2004 and 200%&eriskerest rates of 2.9 percent in 2003, 2.8 percent in 2004, and, as a res
refinements to the model, a range from 3.4 percent to 4.3 percent for 1 to 7 year tenors in 2005; expected volatility of 43 percent in 2003, 40 |
2004, and 27 percent in 2005; expected lives of 5 years for 2003 and 2004 and 4.4 years for 2005; and expected dividend yields of 2.8 percer
percent in 2004, and 2.7 percent in 2005.

The following table summarizes information about stock options outstanding.

Options Exercisable at

Options Outstanding at December 31, 2005 December 31, 2005

Weighted-

Average
Remaining Weighted- Weighted-
Range of Number Contractual Life Average Number Average

Exercise Prices Outstanding in Years Exercise Price Exercisable Exercise Price
$18.53- 25.0C 43,61¢ 3.6 $ 22.9¢ 43,61¢ $ 22.9¢
28.44- 42.4C 3,367,71¢ 5.7 35.50 2,700,94: 34.42
42.69- 62.42 5,196,02: 6.9 51.37 2,598,14° 46.61
67.39- 71.2¢ 89,23( 6.3 69.29 7,165 67.39
8,696,58¢ 5,349,87:

In 2003, 2004, and 2005, the Company also granted 6,000 shares, 16,000 shares, and 405,574 shares of restricted stock with weighte
date fair values of $46.95, $61.50 and $64.13, respectively. There were no restricted stock forfeitures in 2003 and 2004 and 6,085 shares w
2005. These shares were granted under the 2000 Stock Plan to key officers, includinggkiligyofficers in years 2003, 2004 and 2005 and te
employee directors in 2005. The awards of restricted stock vesafaron each anniversary of the grant date and become fully vested four yei

Page 87 of 127



Case 2:06-cv-00072-DF-CMC  Document 526  Filed 02/16/2007 Page 88 of 127

the grant date for awards in 2003 and 2005 and three years from the grant date for awards in 2004, provided that the employee has
specified continuous service requirement. They vest earlier if the employee dies, is permanently and totally disabled, or retires under cert:
and service conditions or terminates employment under certain conditions. The awards of restricted stock granted to
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Note 16—Management Stock Plans (Continued)

existing noremployee directors in 2005 will vest in full in July 2006. The award granted to a newly elected director in 2005 will vest-Hgrsto
the shares in November 2006 and the remaining portion will vest in two equal installments in November 2007 and 2008, respectivel
stockholders have the right to vote their restricted shares and receive dividends.

At December 31, 2003, 2004 and 2005, 5,347,715 shares, 2,937,629 shares and 5,445,979 shares, respectively, were available for future
either stock options or restricted stock under the 2000 Stock Plan. The remaining shares under the 1997 Stock Plan are not available for fu

Effective January 1, 1997, the Company established a Performance Share Plan. At the discretion of the Executive Compensation and E
Committee, eligible participants may earn performance share awards to be redeemed in cash and/or shares three years after the date of gi
Performance shares are linked to stockholder value in two ways: (1) the market price of the Googramon stock; and (2) return on equity, a
performance measure closely linked to value creation. Eligible participants generally receive grants of performance shares annually. The pl
amended in 2004 increasing the total number of shares that can be granted under the plan to 2.6 million shares. There were 340,683 perfor
2,252,183 performance shares and 2,193,383 performance shares remaining for future awards as of December 31, 2003, 2004 and 2005, res
Company granted 43,500 shares in 2003, 88,500 shares in 2004, and 78,000 shares in 2005. No performance shares were forfeited in 2003 a
19,200 shares were forfeited in 2005. The value of a performance share is equal to the averagrednetvging price of the Compdsycommon stoc
for the final 6 months of the performance period. All cancelled or forfeited performance shares become available for future grants. Expense:
these shares were $6.6 million in 2003, $4.8 million in 2004, and $9.4 million in 2005.

Note 17—Concentrations of Credit Risk

Concentrations of credit risk exist when changes in economic, industry or geographic factors similarly affect groups of counterparties
aggregate credit exposure is material in relation to the Cortgptotal credit exposure. Although the Comparportfolio of financial instruments is
broadly diversified along industry, product and geographic lines, material transactions are completed with other financial institutions, partic
securities portfolio and in deposit accounts.

In connection with the Compargyefforts to maintain a diversified portfolio, the Company limits its exposure to any one country or individ
credit and monitors this exposure on a continuous basis. At December 31, 2005, the Compangignificant concentration of credit risk was wit
the U. S. Government and its agencies. The Conipaxposure, which primarily results from investment securities positions in instruments iss
the U.S. Government and its agencies, was $9.9 billion and $6.2 billion at December 31, 2004 and 2005, respectively.
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Note 18—Fair Value of Financial Instruments

The fair value of a financial instrument is the amount at which the instrument could be exchanged in a current transaction between willi
other than in a forced or liquidation sale. All of the fair values presented below are as of their respectiengsréodl have been made under thi
definition of fair value unless otherwise disclosed.

It is managemefd belief that the fair values presented below are reasonable based on the valuation techniques and data available to
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as of December 31, 2004 and 2005, as more fully described below. It should be noted that the operations of the Company are managed on
concern basis and not on a liquidation basis. As a result, the ultimate value realized for the financial instruments presented could be subst
different when actually recognized over time through the normal course of operations. Additionally, a substantial portion of an’ sistitatiemt

value is its capitalization and franchise value. Neither of these components has been given consideration in the presentation of fair values

The table below presents the carrying value and fair value of the specified assets, liabilitieshbataho#f sheet instruments held by the
Company. Accrued interest receivable and payable, whose face values are deemed to approximate their carrying values, have not been ir
amounts are not material.

December 31,

2004 2005
Carrying Fair Carrying Fair
(Dollars in thousands) Value Value Value Value
Assets
Cash and cash equivalents $ 3,199,85: $ 3,199,85: $ 3,969,87t $ 3,969,87t
Trading account assets 235,840 235,840 312,655 312,655
Securities available for sale:
Securities pledged as collateral 144,240 144,240 96,994 96,994
Held in portfolio 10,994,981 10,994,981 8,072,28¢ 8,072,28¢
Loans, net of allowance for loan
losses§? 28,128,80: 27,899,48¢ 32,181,67( 31,526,84¢
Private capital investments 97,040 97,040 110,448 110,448
Liabilities
Deposits:
Noninterest bearing 19,100,12¢ 19,100,12¢ 19,489,37: 19,489,37:
Interest bearing 19,619,37¢ 19,633,17¢ 20,592,86: 20,603,06:
Total deposits 38,719,50¢ 38,733,30¢ 40,082,23¢ 40,092,43¢
Borrowed funds 1,584,68¢ 1,587,70C 1,466,041 1,470,30C
Medium and longerm debt 816,113 814,37C 801,095 797,518
Junior subordinated debt payable
subsidiary grantor trust 15,790 15,350 15,338 14,630
Off-Balance Sheet Instruments
Commitments to extend credit 60,117 60,117 59,081 59,081
Standby and commercial letters of
credit 6,897 6,897 8,014 8,014
(1) Excludes lease financing, net of allowance.
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Note 18—Fair Value of Financial Instruments (Continued)

The following methods and assumptions were used to estimate fair value of each class of financial instruments for which it is practicak
estimate that value.

Cash and cash equivalents: The carrying value of cash and cash equivalents is considered a reasonable estimate of fair value.

Trading account assets: Trading account assets are short term in nature and valued at market based on quoted market prices or deal
a quoted market price is not available, the recorded amounts are estimated using quoted market prices for similar securities. Thus, carrying
considered a reasonable estimate of fair value for these financial instruments.

Securities: The fair value of securities is based on quoted market prices or dealer quotes. If a quoted market price is not available, fail
estimated using quoted market prices for similar securities. Securities available for sale are carried at their aggregate fair value.

Loans: The fair value for performing fixed and noeference rate loans was estimated by discounting the future cash flows using the cur
rates at which similar loans would be made to borrowers with similar credit ratings and for similar remaining maturities and, where available,
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rates were based on current market rates.

Loans that are on nonaccrual status were not included in the loan valuation methods discussed previously. The fair value of these a:
estimated assuming these loans were sold at their carrying value less their impairment allowance.

The fair value of performing mortgage loans was based on quoted market prices for loans with similar credit and interest rate risk chare
The fair value of credit lines is assumed to approximate their carrying value.

Private capital investments: The value of private capital investments is determined by analyzing the value of the equity securities unde
investments using available market information and appropriate valuation methodologies. The fair value approximates the carrying value of
instruments.

Noninterest bearing deposits: The fair value of noninterest bearing deposits is the amount payable on demand at the reporting date. T
value of the core deposit intangible has not been estimated.

Interest bearing deposits: The fair value of savings accounts and certain money market accounts is the amount payable on demand a
reporting date. The fair value of fixed maturity certificates of deposit was estimated using rates currently being offered on certificates with sii
maturities.

Borrowed funds: The carrying values of federal funds purchased and securities sold under repurchase agreements andtether short
borrowed funds are assumed to approximate their fair value due to their limited duration characteristics. The fair value for commercial paper
federal funds purchased was estimated using market quotes.

Medium and long-term debt: The fair value of the fixetate senior and subordinated notes were estimated using market quotes. The carr
value for variableate subordinated capital notes is assumed to approximate fair market value.

Trust notes: The fair value of fixedate trust notes were based upon either market quotes for those traded securities or market quote
securities, if not traded. This amount differs from the fair value
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Note 18—Fair Value of Financial Instruments (Continued)
of those securities under hedge accounting since a hypothetical value based on the present value of cash flows has been used for that |

Off-balance sheet instruments: The carrying value of offalance sheet instruments represents the unamortized fee income assessed b
the credit quality and other covenants imposed on the borrower. Since the amount assessed represents the market rate that would be che
agreements, management believes that the fair value approximates the carrying value of these instruments.

Note 19—Derivative Instruments

The Company is a party to certain derivative and other financial instruments that are used for trading activities of the Company, to me
of customers, and to change the impact on the Comgpapgrating results due to market fluctuations in currency or interest rates.

Credit risk is defined as the possibility that a loss may occur from the failure of another party to perform in accordance with the terms o
contract, which exceeds the value of the existing collateral, if any. The Company utilizes master netting agreements in order to reduce its e:
credit risk. Master netting agreements mitigate credit risk by permitting the offset of amounts due from and to individual counterparties in th
default. Market risk is the possibility that future changes in market conditions may make the financial instrument less valuable.

Trading Activities in Derivative Instruments

Derivative instruments used for trading purposes are carried at fair value. The following table reflects the Gguopdimns relating to trading
activities in derivative instruments. Trading activities include both activities for the Comsgamg account and as an accommodation for custorn
At December 31, 2004 and 2005, the majority of the Comipatgrivative transactions for customers were essentially offset by contracts with ot
counterparties.
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Note 19—Derivative Instruments (Continued)

The following is a summary of derivative instruments held or written for trading purposes and customer accommodations.

December 31,

2004 2005
Unrealized Unrealized Estimated Unrealized Unrealized Estimated
(Dollars in thousands) Gains Losses Fair Value Gains Losses Fair Value
Held or Written for Trading Purposes and
Customer Accommodations
Foreign exchange forward contracts:
Commitments to purchase $ 4434C $ (360) $ 43,98C $ 2537 $ (12,416) $ (9,879
Commitments to sell 725 (49,181)  (48,456) 13,054 (2,204) 10,850
Foreign exchange OTC options:
Options purchased 742 — 742 1,817 — 1,817
Options written — (742) (742) — (1,817) (1,817)
Cross currency swaps:
Commitments to pay — (2,933) (2,933) — (4,994) (4,994)
Commitments to receive 2,933 — 2,933 4,994 — 4,994
Energy contracts:
Option contracts — — — 47,091 (46,471) 620
Swap contracts 212 (116) 96 74,262 (74,576) (314)
Interest rate contracts:
Caps purchased 3,990 — 3,990 3,074 — 3,074
Floors purchased 146 — 146 8 — 8
Caps written — (3,990) (3,990) — (3,074) (3,074)
Floors written — (146) (146) — 8) 8)
Swap contracts:
Pay variable/receive fixed 60,363 (12,602) 47,761 34,492 (39,949) (5,457)
Pay fixed/receive variable 16,006 (51,747) (35,741) 48,770 (28,481) 20,289
129,457 230,09¢
Effect of master netting agreements (1,888) (3,960)
Total credit exposure $ 127,56¢ $ 226,13¢

Derivative Instruments and Other Financial Instruments Used for Hedging

Derivative positions are integral components of the Comgatdgsignated asset and liability management activities. The Company uses ir
rate derivatives to manage the sensitivity of the Comigamst interest income to changes in interest rates. These instruments are used to me
interest rate risk relating to specified groups of assets and liabilities, primarily LH&& commercial loans, certificates of deposit, medéum
notes and subordinated debt. The following describes the significant hedging strategies of the Company.

Cash Flow Hedges

Hedging Strategies for Variable Rate Loans and Certificates of Deposit

The Company engages in several types of cash flow hedging strategies for which the hedged transactions are forecasted future
payments, and the hedged risk is the variability in those payments due to changes in the designated benchmark rate, e.g., U.S. dollar LI
strategies,
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Note 19—Derivative Instruments (Continued)

the hedging instruments are matched with groups of variable rate loans such that the tenor of the variable rate loans and that of the hedgi
are identical. Cash flow hedging strategies include the utilization of purchased floor, cap, corridor options and interest rate swaps. At Decel
2005, the weighted average remaining life of the currently active (excluding any forward positions) cash flow hedges was approximately 1.4

The Company uses purchased interest rate floors to hedge the variable cash flows associatednthithiBOR or 3month LIBOR indexed
loans. Payments received under the floor contract offset the decline in loan interest income caused by tHdB&l&viadex falling below the floos
strike rate.

The Company uses interest rate floor corridors to hedge the variable cash flows associatedowithL 1BOR or 3month LIBOR indexed loans
Net payments to be received under the floor corridor contracts offset the decline in loan interest income caused by the relevant LIBOR inde
below the corridds upper strike rate, but only to the extent the index falls to the lower strike rate. The corridor will not provide protection fron
in the relevant LIBOR index to the extent it falls below the cort&llmwer strike rate.

The Company uses interest rate collars to hedge the variable cash flows associatedontthl1BOR or 3month LIBOR indexed loans. Net
payments to be received under the collar contract offset the decline in loan interest income caused by the relevant LIBOR index falling belc
collar's floor strike rate while net payments to be paid will reduce the increase in loan interest income caused by the LIBOR index rising abo
collar's cap strike rate.

The Company uses interest rate swaps to hedge the variable cash flows associatetbwiithH 1BOR or 3month LIBOR indexed loans.
Payments to be received (or paid) under the swap contract will offset the fluctuations in loan interest income caused by changes in the rele
index. As such, these instruments hedge all fluctuations in the loéa®st income caused by changes in the relevant LIBOR index.

The Company uses purchased interest rate caps to hedge the variable interest cash flows associated with the forecasted issuance ¢
shortterm, fixed rate, time deposits (TDs). In these hedging relationships, the Company hedges the LIBOR component of the TD rates, whi
3-month LIBOR or émonth LIBOR, based on the TDariginal term to maturity, which reflects their repricing frequency. Net payments to be rece
under the cap contract offset the increase in interest expense caused by the relevant LIBOR index rising abevsttie caie.

The Company uses interest rate cap corridors to hedge the variable cash flows associated with the forecasted issuance and rofiewer
fixed rate, TDs. In these hedging relationships, the Company hedges the LIBOR component of the TD ratem@ithédBOR, 3month LIBOR, or
6-month LIBOR, based on the original term to maturity of the TDs, which reflects their repricing frequency. Net payments to be received unc
corridor contract offset the increase in deposit interest expense caused by the relevant LIBOR index rising above thdaweridtiike rate, but
only to the extent the index rises to the upper strike rate. The corridor will not provide protection from increases in the relevant LIBOR index
extent it rises above the corrideupper strike rate.

Hedging transactions are structured at inception so that the notional amounts of the hedge are matched with an equal principal amot
TDs, the index and repricing frequencies of the hedge matches those of the loans or TDs, and the period in which the designated hedc
occurs is
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Note 19—Derivative Instruments (Continued)

equal to the term of the hedge. As such, most of the ineffectiveness in the hedging relationship results from the mismatch between the tim
dates on the hedge versus those of the loans or TDs. For the years ended December 31, 2003, 2004 and 2005, the Company recognized ¢
$0.9 million, a net loss of $1.8 million, and a net loss of $0.1 million, respectively due to ineffectiveness. All ineffectivness is recognized in ott
noninterest expense.

I:lFor cash flow hedges, based upon amounts included in accumulated other comprehensive income at December 31, 200t
Company expects to realize approximately $35.6 million in net interest expense during 2006. This amount could differ from amounts actually |
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to changes in interest rates and the addition of dileglges subsequent to December 31, 2005.

Fair Value Hedges
Hedging Strategy for "MarketPath" Certificates of Deposit

The Company engages in a hedging strategy in which interest bearing CDs issued to customers, which are tied to the changes in the
Poors 500 index, are exchanged for a fixed rate of interest. The Company accounts for the embedded derivative in the CDs at fair value. A
swap that encompasses the value of a series of options that had individually hedged each CD is valued at fair value and any ineffectivene
from the hedge and the hedged item are recognized in other noninterest expense.

Hedging Strategy for Mediwfierm Notes

The Company engages in an interest rate hedging strategy in which an interest rate swap is associated with a specified interest beari
UnionBanCal Corporatids five-year, mediurterm debt issuance, in order to convert the liability from a fixed rate to a floating rate instrument.
strategy mitigates the changes in fair value of the hedged liability caused by changes in the designated benchmark interest rate, U.S. dolla

The fair value hedging transaction for the mediemm notes was structured at inception to mirror all of the provisions of the m&eliommotes,
which allows the Company to assume that no ineffectiveness exists.
Hedging Strategy for Subordinated Debt

The Company engages in an interest rate hedging strategy in which an interest rate swap is associated with a specified interest beari
UnionBanCal Corporatids tenyear, subordinated debt issuance, in order to convert the liability from a fixed rate to a floating rate instrument
strategy mitigates the changes in fair value of the hedged liability caused by changes in the designated benchmark interest rate, U.S. dolla

The fair value hedging transaction for the subordinated debt was structured at inception to mirror all of the provisions of the subordin:i
which allows the Company to assume that no ineffectiveness exists.
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Note 19—Derivative Instruments (Continued)
Other

The Company uses T®e-Announced (TBA) contracts to fix the price and yield of anticipated purchases or sales of mbadeegbsecurities
that will be delivered at an agreed upon date. This strategy hedges the risk of variability in the cash flows to be paid or received upon settl
TBA contract.

The following table reflects summary information on the Comjmadgrivative contracts used to hedge or modify the Comipaisk as of
December 31, 2004 and 2005.

December 31, 2004 December 31, 2005
Unamortized Unrealized  Unrealized  Estimated Unamortized Unrealized Unrealized — Estimated

(Dollars in thousands) Premiums Gains Losses Fair Value Premiums Gains Losses Fair Value
Held for Asset and Liability

Management Purposes
Fair Value Hedges and Hedged

Iltems:

Swap Contract Indexed to

S&P 500:
Pay fixed/receive variable $ — $ —  $ (446) $ 1,65C $ — $ — 8 454 $ 1,691
MarketPath certificates of depos — 446 — 446 — 454 — 454
Interest rate swap contracts:
Mediumterm debt interest rate

swap — 7,186 — 7,186 — 980 — 980
Mediumterm note — — (7,186) (7,186) — — (980) (980)
Subordinated debt interest rate

swap —_ 10,374 — 10,374 —_ 1,354 —_ 1,354
Subordinated debt — — (10,374) (10,374) — — (1,354) (1,354)

Cash Flow Hedges:
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Interest rate option contracts:

Caps purchased 6,717 4,380 — 11,097 1,166 2,124 — 3,290
Caps written — — (2,182) (2,182) — — (1,531) (1,531)
Floors purchased 3,321 — (1,755) 1,566 1,920 — (1,823) 97
Interest rate swap contracts:
Pay variable/receive fixed — 15,212 (13,280) 1,932 — — (54,412) (54,412)
37,598 4,912
Effect of master netting agreement (14,437) (980)
Total credit exposure $ 23,161 $ 3,932

Note 20—Restrictions on Cash and Due from Banks, Securities, Loans and Dividends

Federal Reserve Board regulations require the Bank to maintain reserve balances based on the types and amounts of deposits recei
reserve balances were approximately $148 million and $150 million for the years ended December 31, 2004 and 2005, respectively.

As of December 31, 2004 and 2005, securities carried at $2.8 billion and $3.0 billion and loans of $10.7 billion and $12.1 billion, respective
pledged as collateral for borrowings, to secure public and trust department deposits, and for repurchase agreements as required by contri
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Note 26—Restrictions on Cash and Due from Banks, Securities, Loans and Dividends (Continued)

The Federal Reserve Act restricts the amount and the terms of both credit asrddibtransactions between a bank and itslyemk affiliates.
Such transactions may not exceed 10 percent of thédeagital and surplus (which for this purpose represents Tier 1 and Tier 2 capital, as c¢
under the riskbased capital guidelines, plus the balance of the allowance for loan losses excluded from Tier 2 capital) with any-baniieffiiate
and 20 percent of the baskcapital and surplus with all its ndyank affiliates. Transactions that are extensions of credit may require collateral t
held to provide added security to the bank. See Note 21 of these consolidated financial statements for further discuskasedfaaglital. At
December 31, 2005, $110.4 million remained outstanding on fifteen Bankers Commercial Corporation notes payable to the Bank. The respec
were fully collateralized with equipment leases pledged by Bankers Commercial Corporation.

The declaration of a dividend by the Bank to the Company is subject to the approval of the Office of the Comptroller of the Currency (O
total of all dividends declared in the current calendar year plus the preceding two years exceedsdlietBlamt income in the current calendar y
plus the preceding two years. The payment of dividends is also limited by minimum capital requirements imposed on national banks by the

Note 21—Regulatory Capital Requirements

The Company and the Bank are subject to various regulatory capital requirements administered by the federal banking agencies. Failt
minimum capital requirements can initiate certain mandatory, and possibly additional discretionary, actions by regulators that, if undertaker
a material effect on the CompdsyConsolidated Financial Statements. Under capital adequacy guidelines and the regulatory framework for p
corrective action, the Company and the Bank must meet specific capital guidelines that involve quantitative measures of tHe @udripanis
assets, liabilities, and certain @félance sheet items as calculated under regulatory accounting practices. The capital amounts arid grefBpnk
corrective action classification are also subject to qualitative judgments by the regulators about components, risk weightings and other fac
corrective action provisions are not applicable to bank holding companies such as the Company.

Quantitative measures established by regulation to ensure capital adequacy require the Company and the Bank to maintain minimum
ratios (set forth in the table below) of total and Tier 1 capital (as defined in the regulationsWeigkted assets (as defined) and of Tier 1 capita
defined) to quarterly average assets (as defined). Management believes, as of December 31, 2004 and 2005, that the Company and the Ba
capital adequacy requirements to which they are subject.

As of December 31, 2004 and 2005, the most recent notification from the OCC categorized the Banicapitaleded" under the regulatory
framework for prompt corrective action. To be categorized as-bagitalized," the Bank must maintain a minimum total-bHaked capital ratio of 10
percent, a Tier 1 riskased capital ratio of 6 percent, and a Tier 1 leverage ratio of 5 percent. There are no conditions or events since that nc
that management believes have changed the'Baakegory.
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Note 21—Regulatory Capital Requirements(Continued)

The Companys and the Barik capital amounts and ratios are presented in the following tables:

For Capital
Actual Adequacy Purposes
(Dollars in thousands) Amount Ratio Amount Ratio
Capital Ratios for the Company:
As of December 31, 2004:
Total capital (to riskweighted assets) $ 4,785,99. 12.17% 3$ 3,145,98¢ 3 8.0%
Tier 1 capital (to riskweighted assets) 3,817,69¢ 9.71 s 1,572,99/ 3 4.0
Tier 1 capital (to quarterly average assets) 3,817,69¢ 8.09 3 1,886,747 3 4.0
As of December 31, 2005:
Total capital (to riskweighted assets) $ 5,054,87: 11.10% 3$ 3,643,23t 3 8.0%
Tier 1 capital (to riskweighted assets) 4,178,16( 9.17 s 1,821,61¢ 3 4.0
Tier 1 capital (to quarterly average assets) 4,178,16( 8.39 s 1,991,59¢ 3 4.0
@ Excludes certain intangible assets.
To Be Well-
Capitalized
For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Capital Ratios for the Bank:
As of December 31, 2004:
Total capital (to riskweighted assets) $ 4,091,49: 10.57% 3$ 3,096,93¢ 3 8.0% 3$ 3,871,16¢ 3 10.0%
Tier 1 capital (to riskweighted assets) 3,597,73¢ 9.29 3 1,548,467 340 3 2,322,701 3 6.0
Tier 1 capital (to quarterly average assets) 3,597,73¢ 7.72 s 1,863,55(C 34.0 3 2,329,438 s 5.0
As of December 31, 2005:
Total capital (to riskweighted assets) $ 4,748,82: 10.59% 3$ 3,588,090 3 8.0% 3$ 4,485,11f 3 10.0%
Tier 1 capital (to riskweighted assets) 4,315,471 9.62 s 1,794,046 34.0 s 2,691,06¢ == 6.0
Tier 1 capital (to quarterly average assets) 4,315,471 8.78 s 1,965,09C 340 s 2,456,362 3 5.0
@ Excludes certain intangible assets.
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Note 22—Earnings Per Share

Basic EPS is computed by dividing net income by the weighted average number of common shares outstanding during the period. Fol
presented, there were no dividends on preferred stock. Diluted EPS is computed based on the weighted average number of common shal
adjusted for common stock equivalents, which include stock options. The following table presents a reconciliation of basic and diluted EPS
years ended December 31, 2003, 2004 and 2005:
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For the Years Ended

2003 2004 2005
(Amounts in thousands, except per share dati Basic Diluted Basic Diluted Basic Diluted
Income from continuing operations $ 552,53 $ 552,53¢ $ 710,07« $ 710,07« $ 730,64( $ 730,64(
Income from discontinued operations 34,605 34,605 22,460 22,460 132,293 132,293
Net income $ 587,13¢ $ 587,13¢ $ 732,53 $ 732,53¢ $ 862,93: $ 862,93:

Weighted average common shares outstanding 148,917 148,917 147,767 147,767 145109 145,109

Additional shares due to:
Assumed conversion of dilutive stock

options — 1,728 — 2,536 — 2,683
Adjusted weighted average common shares
outstanding 148,917 150,645 147,767 150,303 145,108 147,792

Income from continuing operations per share ¢ 371 $ 367 $ 481 $ 472 $ 504 $ 4.94
Income from discontinued operations per

share 0.23 0.23 0.15 0.15 0.91 0.90
Net income per share $ 394 $ 390 $ 496 $ 487 $ 595 $ 5.84

The following table provides the number of options and the corresponding exercise prices of those options which were not included ir
computation of diluted EPS in each of the years 2003, 2004, and 2005 because they-d#u\amnti

For the Years Ended

2003 2004 2005
Options outstanding 170,721 42,000 89,230
Exercise price of options $ 47.14- $57.1¢  $ 57.50- $59.7¢  $ 67.39- $71.2:
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Note 23—Other Comprehensive Income

The following table presents the components of other comprehensive income and the related tax effect allocated to each component:

Before
Tax Tax Net of

(Dollars in thousands) Amount Effect Tax
2003:
Cash flow hedge activities:

Unrealized net gains on hedges arising during the year $ 41,982 $ (16,05¢) $ 25,924

Less: reclassification adjustment for net gains on hedges included in net incor (140,091) 53,585 (86,506)
Net change in unrealized losses on hedges (98,109 37,527 (60,582)

Securities available for sale:
Unrealized holding losses arising during the year on securities available for sa (204,143 78,085 (126,058)
Less: reclassification adjustment for net losses on securities available for sale

included in net income 1,851 (708) 1,143
Net change in unrealized losses on securities available for sale (202,292) 77,377 (124,915)
Foreign currency translation adjustments 577 (221) 356
Minimum pension liability adjustment (4,390) 1,679 (2,711)
Net change in accumulated other comprehensive income (loss) $ (304,219 $ 116,36z $ (187,852)
2004:

Cash flow hedge activities:
Unrealized net gains on hedges arising during the year $ 3,103 $ (1,187) $ 1,916
Less: reclassification adjustment for net gains on hedges included in net
income (71,697) 27,424 (44,273
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Net change in unrealized losses on hedges (68,594) 26,237 (42,357)
Securities available for sale:
Unrealized holding losses arising during the year on securities available for

sale (99,908) 38,215 (61,693)
Less: reclassification adjustment for net losses on securities available for sale
included in net income 12,085 (4,623) 7,462
Net change in unrealized losses on securities available for sale (87,823 33,592 (54,231)
Foreign currency translation adjustments 3,924 (1,501) 2,423
Minimum pension liability adjustment (4,703) 1,799 (2,904)
Net change in accumulated other comprehensive income (loss) $ (157,190 $ 60,127 $ (97,069
2005:
Cash flow hedge activities:
Unrealized net gains on hedges arising during the year $ (41,79¢) $ 15987 $ (25,809
Less: reclassification adjustment for net gains on hedges included in net incor (16,077) 6,149 (9,928)
Net change in unrealized losses on hedges (57,873 22,136 (35,737)
Securities available for sale:
Unrealized holding losses arising during the year on securities available for sa (118,708) 45,406 (73,302)
Less: reclassification adjustment for net losses on securities available for sale
included in net income 50,039 (19,140) 30,899
Net change in unrealized losses on securities available for sale (68,669) 26,266 (42,403)
Foreign currency translation adjustments:
Net gains arising during the year $ 582 $ (222) $ 360
Less: reclassification of foreign currency translation loss included in net incon 11,845 (4,071) 7,774
Net change in foreign currency translation 12,427 (4,293) 8,134
Minimum pension liability adjustment (5,792) 2,232 (3,560)
Net change in accumulated other comprehensive income (loss) $ (119,907 $ 46,341 $ (73,56€)
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Note 23—Other Comprehensive Income (Continued)

The following table presents accumulated other comprehensive income (loss) balances:

Net Net
Unrealized Unrealized
Gains (Losses, Gains (Losses) Foreign Minimum Accumulated
on Cash on Securites Currency Pension Other
Flow Available Translation Liability Comprehensive
(Dollars in thousands) Hedges For Sale Adjustment Adjustment Income (Loss)
Balance, December 31, 2002 $ 104,36¢ $ 147,45( $ (10,649 $ (1,075 $ 240,094
Change during the year (60,582) (124,91%) 356 (2,711) (187,852)
Balance, December 31, 2003 $ 4378 % 2253 $ (10,299 $ (3,786) $ 52,247
Change during the year (42,357) (54,231) 2,423 (2,904) (97,069)
Balance, December 31, 2004 $ 142¢ $ (31,69%) $ (7,8700 $ (6,6900 $  (44,827)
Change during the year (35,737) (42,403) 8,134 (3,560) (73,566)
Balance, December 31, 2005 $ (34308 $ (74,099 $ 264 $ (10,25C) $ (118,393
Note 24—Commitments, Contingencies and Guarantees
The following table summarizes the Compansignificant commitments:
December 31,
(Dollars in thousands) 2004 2005
Commitments to extend credit $ 16,499,95 $ 20,287,32!
Standby letters of credit 2,917,07C 3,549,38¢
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Commercial letters of credit 100,944 98,375
Commitments to fund principal investments 93,822 110,15C

Commitments to extend credit are legally binding agreements to lend to a customer provided there are no violations of any condition e
the contract. Commitments have fixed expiration dates or other termination clauses and may require maintenance of compensatory balance
of the commitments to extend credit may expire without being drawn upon, the total commitment amounts do not necessarily representidutt
requirements.

Standby and commercial letters of credit are conditional commitments issued to guarantee the performance of a customer to a third pe
letters of credit generally are contingent upon the failure of the customer to perform according to the terms of the underlying contract with t
party, while commercial letters of credit are issued specifically to facilitate foreign or domestic trade transactions. The majority of these type
commitments have terms of one year or less. At December 31, 2005, the carrying value of the Gatgrathy and commercial letters of credit
totaled $8.0 million. Exposure to loss related to these commitments is covered by the allowandesianoéf sheet commitments. Both of these
amounts are included in other liabilities on the consolidated balance sheet. In addition, the Compaimyum exposure to loss for standby and
commercial letters of credit related to discontinued operations was $41.6 million and $34.8 million, respectively. The corresponding carrying
these standby and commercial letters of credit totaled $0.1 million.

The credit risk involved in issuing loan commitments and standby and commercial letters of credit is essentially the same as that
extending loans to customers and is represented by the contractual
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Note 24—Commitments, Contingencies and Guarantee@Continued)
amount of these instruments. Collateral may be obtained based on managenmeélittassessment of the customer.

Principal investments include direct investments in private and public companies and indirect investments in private equity funds. The
issues commitments to provide equity and mezzanine capital financing to private and public companies through either direct investments ir
companies or through investment funds and partnerships. The timing of future cash requirements to fund such commitments is generally
the investment cycle. This cycle, the period over which privdtelg companies are funded by private equity investors and ultimately sold, mer
taken public through an initial offering, can vary based on overall market conditions as well as the nature and type of industry in which the
operate.

The Company has contingent consideration agreements that guarantee additional payments to acquired insurahstoagbotiess based
on the agenciesuture performance in excess of established revenue and/or earnings before interest, taxes, depreciation and amortization (
thresholds. If the insurance agenciegure performance exceeds these thresholds during aykae@eriod, the Company will be liable to make
payments to former stockholders. As of December 31, 2005, the Company has a maximum exposure of $4.8 million for these agreements, th
expire December 2006.

The Company is fund manager for limited liability corporations issuingmaame housing credit (LIHC) investments. LIHC investments pro\
tax benefits to investors in the form of tax deductions from operating losses and tax credits. To facilitate the sale of these LIHC investment:
Company guarantees the timely completion of projects and delivery of tax benefits throughout the investment term. Guarantees may includt
rate of return, the availability of tax credits, and operating deficit thresholds oveyeaeaverage period. Additionally, the Company receives pr
completion and tax credit guarantees from the limited liability corporations issuing the LIHC investments that reduce th€e altipats exposure
to loss. As of December 31, 2005, the Compsinyaximum exposure to loss under these guarantees is limited to a return of isagtital and
minimum investment yield, or $158.5 million. The Company maintains a reserve of $6.5 million for these guarantees.

The Company has rental commitments under@ng operating lease agreements. For detail of these commitments seddthe 6
Consolidated Financial Statements

The Company has guarantees that obligate it to perform if its affiliates are unable to discharge their obligations. These obligations incl
guarantees of commercial paper obligations and leveraged lease transactions. The guarantee issued by the Bank fts eonarffidiedial paper
program is done in order to facilitate their sale. As of December 31, 2005, the Bank had a maximum exposure to loss under the commercial
guarantee of $700.6 million. The Baslguarantee has an average term of less than one year and is fully collateralized by a pledged deposit.
Company guarantees its subsidiarieseraged lease transactions with terms ranging from fifteen to thirty years. Following the original fundin
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these leveraged lease transactions, the Company has no material obligation to be satisfied. As of December 31, 2005, the Company had r
loss for these agreements.

The Company conducts securities lending transactions for institutional customers as a fully disclosed agent. At times, securi
indemnifications are issued to guarantee that a security lending customer will be made whole in the event the borrower does not returi
subject to the lending
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Note 24—Commitments, Contingencies and Guarantees (Continued)

agreement and collateral held is insufficient to cover the market value of the security. All lending transactions are collateralized, primarily by
amount of securities lent with indemnification was $2.0 billion and $2.0 billion at December 31, 2004 and 2005, respectively. The market value
associated collateral was $2.0 billion and $2.0 billion at December 31, 2004 and 2005, respectively.

The Company occasionally enters into financial guarantee contracts where a premium is received from another financial institution cot
guarantee a portion of the credit risk on interest rate swap contracts entered into between the financial institution and its customer. The Ci
becomes liable to pay the financial institution only if the financial institution is unable to collect amounts owed to them by their customer. A
December 31, 2005, the maximum exposure to loss under these contracts totaled $2.1 million. The Company maintains a reserve of $0.1 mill
related to these guarantees. See additional information about guarantees in Note 25 to these Consolidated Financial Statements.

The Company is subject to various pending and threatened legal actions that arise in the normal course of business. The Company n
reserves for losses from legal actions that are both probable and estimable. In the opinion of management, the disposition of claims currer
will not have a material adverse effect on the Comjmfigancial position or results of operations.

Note 25—Transactions With Affiliates

The Company had, and expects to have in the future, banking transactions and other transactions in the ordinary course of business
and with its affiliates. During 2003, 2004 and 2005, such transactions included, but were not limited to, participation, servicing and remarketi
and leases, purchase and sale of acceptances, interest rate derivatives and foreign exchange transactions, funds transfers, custodiansh
data processing, investment advice and management, customer referrals, facility leases, and trust services. The Company also maintains-
correspondent bank accounts and has a $200 million fleegtegsubordinated debt with BTMU. For further information regarding this subordin:
debt, see Note 13 to these Consolidated Financial Statements. In the opinion of management, such transactions were made at rates, term
conditions prevailing in the market and do not involve more than the normal risk of collectibility or present other unfavorable features. In adt
compensation for services rendered to the Company is paid to the expatriate officers from BTMU, and reimbursed by the Company to BTM
service agreement.

During 2003 and 2005, the Company purchased stock from its majority stockholder of $300 million at $45.05 per share and $200 million a
share, respectively.

At December 31, 2005, the Company had derivative contracts totaling $2.1 billion in notional balance with $22.4 million in net unrealized
BTMU and its affiliates. At December 31, 2005, the Company had recorded interest expense of $8.3 million for the year ended 2005 relating |
subordinated debt and other correspondent bank accounts. Additionally, for the year ended 2005, the Company recorded income of $2.0 1
expenses of $1.1 million for fees and revenue sharing arrangements and income of $1.8 million and expenses of $3.2 million relating to facilit
training arrangements.

On December 10, 2004, the Company purchased corporate trust accounts from BTMU Trust Company for $1.8 million.
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December 31, 2003, 2004, and 2005 (Continued)

Note 25—Transactions With Affiliates (Continued)

The Company has guarantees that obligate it to perform if its affiliates are unable to discharge their obligations. These obligations incl
guarantees of commercial paper obligations and leveraged lease transactions. The guarantee issued by the Bank fts eonaffidietial paper
program is done in order to facilitate their sale. As of December 31, 2005, the Bank had a maximum exposure to loss under the commercial
guarantee of $700.6 million. The Baslguarantee has an average term of less than one year and is fully collateralized by a pledged deposit.
Company guarantees its subsidiarieseraged lease transactions with terms ranging from fifteen to thirty years. Following the original fundin
these leveraged lease transactions, the Company has no material obligation to be satisfied. As of December 31, 2005, the Company had r
loss for these agreements.

Note 26—Business Segments

In April 2005, the Company announced several organizational changes that affected its business segments. The Global Markets Grot
eliminated and the activities of this group were transferred. Corporate Treasury, which is responsible-foaldikseManagement (ALM) wholesal
funding and the ALM securities and derivatives hedging portfolios of the Company, is now included in "Other." The trading of securities ar
exchange contracts, as well as the responsibilities for customer accommodated derivative contracts, are now included in the "Global Marke
of the Community Banking and Investment Services Group. In addition, the discontinued operations resulting from the disposal of most of
Companys International Banking Group are also reflected in "Other." The Company is now organized around the target markets it serves a
in two principal areas:

- The Community Banking and Investment Services Group offers a range of banking services, primarily to individuals and small busint
delivered generally through a-state (California, Washington and Oregon) network of branches and ATMs. These services include r
home equity lines of credit, consumer and commercial loans, deposit services and cash management as well as fiduciary, private ba
investment and asset management services for individuals and institutions, and risk management and insurance products for busi
individuals. At December 31, 2004 and 2005, this Group had $314.0 million and $316.2 million, respectively, of goodwill assigned to its
businesses.

- The Commercial Financial Services Group provides credit, depository and cash management services to large corporatenzarileniddle
companies and numerous specialty niches. Services include commercial and project loans, real estate finafmasgddasmcing, trade
finance and letters of credit, lease financing, customized cash management services and selected capital markets products. At Dece
and 2005, this Group had $137.0 million and $137.8 million, respectively, of goodwill assigned to its businesses.

The information, set forth in the table on the following page, reflects selected income statement and balance sheet items by business
information presented does not necessarily represent the businesfinamtsal condition and results of operations were they independent ent
Unlike financial accounting, there is no authoritative body of guidance for management accounting equivalent to US GAAP. Consequently,
results are not necessarily comparable with those presented by other companies. Included in the table within total assets are the amounts
for each business segment as of December 30, 2004 and 2005.
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Note 26—Business Segment&ontinued)

The information in the table is derived from the internal management reporting system used by management to measure the performai
business segments and the Company overall. The management reporting system assigns balance sheet and income statement items to
segment based on internal management accounting policies. Net interest income is determined by thesGotapaaiyfunds transfer pricing systt
which assigns a cost of funds or a credit for funds to assets or liabilities based on their type, maturity or repricing characteristics. Nonintert
and expense directly attributable to a business segment are assigned to that business segment. Certain indirect costs, such as operatiol
technology expense, are allocated to the segments based on studies of billable unit costs for product or data processing. Other indirect ¢
corporate overhead, are allocated to the business segments based on a predetermined percentage of usage. UndetshisicGatjysaes return
on capital (RAROC) methodology, credit expense is charged to business segments based upon expected losses arising from credit risk. Ir
attribution of economic capital is related to unexpected losses arising from credit, market and operational risks.
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"Other" is comprised of our discontinued operatiargstain parent company ndiank subsidiaries, the elimination of the fully taxadtgiivalen
basis amount, the transfer pricing center, the amount of the provision for loan losses over/(under) the RAROC expected loss for the perioc
earnings associated with the unallocated equity capital and allowances for credit losses, and the residual costs of support groups. In add
includes the Pacific Rim Corporate Group, which offers financial products to Jajmamese subsidiaries located in the U.S., Corporate Treasury
which manages the Compaeywholesale funding needs, securities portfolio, interest rate and liquidity risk, and the results of our discontinue
operations. Except as discussed above, none of the items in "Other" are significant to the Golbysangss.

The business unitsesults for the prior periods have been restated to reflect changes in transfer pricing methodology, organizational c
our discontinued operations.

Community Banking Commercial Financial
and Investment Services Group Services Group
As of and for the Year Ended December 31, As of and for the Year Ended December 31,
2003 2004 2005 2003 2004 2005
Results of operations

(dollars in thousands):
Net interest income $ 661,091 $ 761,10¢ $ 940,27: $ 660,75¢ $ 731,567 $ 897,80t
Noninterest income (expense) 446,847 513,413 553,029 246,522 285,428 277,541
Total revenue 1,107,938 1,274,51¢ 1,493,302 907,275 1,016,995 1,175,34¢€
Noninterest expense 830,521 971,200 1,022,42¢ 407,436 420,669 476,519
Credit expense (income) 32,003 33,216 34,779 159,029 106,278 94,780
Income from continuing operations before

income taxes 245,414 270,103 436,100 340,810 490,048 604,047
Income tax expense 93,871 103,314 166,808 104,739 160,162 202,221
Income from continuing operations 151,543 166,789 269,292 236,071 329,886 401,826
Income (loss) from discontinued operatiol

net of income taxes — — — — — —
Net income $ 151,547 $ 166,78¢ $ 269,29: $ 236,071 $ 329,88¢ $ 401,82¢
Total assets, end of period (dollars in

millions): $ 13,07 $ 15,681 $ 17,831 $ 14366 $ 17,66¢ $ 20,311
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Note 26—Business Segments (Continued)

UnionBanCal
Other Corporation
As of and for the Year Ended December 31, As of and for the Year Ended December 31,
2003 2004 2005 2003 2004 2005
Results of operations

(dollars in thousands):
Net interest income $ 225,66( $ 131,34:  $ 1,03 $ 1,547,500 $ 1,624,01¢ $ 1,839,11
Noninterest income (expense) 19,587 113,982 (25,783) 712,956 912,823 804,787
Total revenue 245,247 245,325 (24,747) 2,260,46C 2,536,83¢ 2,643,901
Noninterest expense 125,977 81,720 108,304 1,363,934 1,473,58¢ 1,607,24¢€
Credit expense (income) (118,233) (185,251) (180,242) 72,799 (45,757) (50,683)
Income from continuing operations before

income taxes 237,503 348,856 47,191 823,727 1,109,007 1,087,33¢
Income tax expense 72,583 135,457 (12,331) 271,193 398,933 356,698
Income from continuing operations 164,920 213,399 59,522 552,534 710,074 730,640
Income (loss) from discontinued operatic

net of income taxes 34,605 22,460 132,293 34,605 22,460 132,293
Net income $ 199,52t $ 235,85¢ $ 191,81F % 587,13¢ $ 732,53¢ $ 862,93¢
Total assets, end of period (dollars in

millions): $ 15,05¢ $ 14,748 $ 11,27, $ 42,49¢  $ 48,09¢ $ 49,41€
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Note 27—Condensed UnionBanCal Corporation Unconsolidated Financial Statements

Condensed Balance Sheets

December 31,

(Dollars in thousands) 2004 2005
Assets
Cash and cash equivalents $ 271,267 $ 145,03«
Investment in and advances to subsidiaries 4,896,497 5,283,96¢
Loans — —
Other assets 22,733 9,922
Total assets $ 519049 $ 5,438,92
Liabilities and Stockholders Equity
Other liabilities $ 66,35 $ 62,791
Medium and longerm debt 816,113 801,095
Junior subordinated debt payable to subsidiary grantor trust 15,790 15,338
Total liabilities 898,253 879,224
Stockholdersequity 4,292,24¢ 4,559,70C
Total liabilities and stockholdersquity $ 519049 $ 5,438,92
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Note 27—Condensed UnionBanCal Corporation Unconsolidated Financial Statements (Continued)

Condensed Statements of Income

Years Ended December 31,

(Dollars in thousands) 2003 2004 2005
Income:
Dividends from bank subsidiary $ 497,60 $ 216550C $ 546,60(
Dividends from nonbank subsidiaries 25,017 — —
Interest income on advances to subsidiaries
and deposits in bank 8,108 9,037 14,764
Other income 223 1,145 1,680
Total income 530,948 226,682 563,044
Expense:
Interest expense 23,392 20,148 33,655
Other expense, net 5,188 (84) 1,834
Total expense 28,580 20,064 35,489
Income before income taxes and equity in undistributed
net income of subsidiaries 502,368 206,618 527,555
(Provision for) recovery of prior loan losses 14 7 —
Income tax benefit (7,740) (2,883) (7,256)
Income before equity in undistributed net income
of subsidiaries 510,122 209,508 534,811
Equity in undistributed net income (loss) of subsidiaries:
Bank subsidiary 104,552 485,247 295,617
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Nonbank subsidiaries (27,535) 37,779 32,505
Net Income $ 587,13¢ $ 73253¢ $ 862,93
F-106
UnionBanCal Corporation and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2003, 2004, and 2005 (Continued)
Note 27—Condensed UnionBanCal Corporation Unconsolidated Financial Statements (Continued)
Condensed Statements of Cash Flows
Years Ended December 31,
(Dollars in thousands) 2003 2004 2005
Cash Flows from Operating Activities:
Net income $ 587,13¢ $ 73253¢ $ 862,93l
Adjustments to reconcile net income to net cash provided by
operating activities:
Equity in undistributed net income of subsidiaries (77,017) (523,02¢) (328,127)
Reversal of provision for loan losses (14) (7) —
Other, net (4,969) 27,847 (11,825)
Net cash provided by operating activities 505,13¢ 237,34¢ 522,98¢
Cash Flows from Investing Activities:
Advances to subsidiaries (64,95() (71,910 (171,58¢)
Repayment of advances to subsidiaries 12,155 29,698 46,294
Net cash used in investing activities (52,795) (42,212 (125,29
Cash Flows from Financing Activities:
Net decrease in short term borrowings (98,507) — —
Proceeds from issuance of meditenm debt 398,54¢ — —
Repayment of junior subordinated debt — (360,82%) —
Payments of cash dividends (175,795 (197,19¢) (224,21¢)
Repurchase of common stock (357,68¢€) (210,689 (389,377)
Stock options exercised 70,944 80,30¢ 89,664
Other, net (3,139 — —
Net cash used in financing activities (165,635) (688,402) (523,925)
Net increase (decrease) in cash and due from banks 286,70¢ (493,267) (126,237)
Cash and cash equivalents at beginning of year 477,82¢ 764,534 271,267
Cash and cash equivalents at end of year $ 76453¢ $ 271,267 $ 145,03¢
Cash Paid During the Year for:
Interest $ 2213: $ 2324/ $  33,06%
Income taxes 32,047 131 64,414

UnionBanCal Corporation and Subsidiaries

Notes to Consolidated Financial Statements

December 31, 2003, 2004, and 2005 (Continued)

Note 28—Summary of Quarterly Financial Information (Unaudited)
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Unaudited quarterly results are summarized as follows:

2004 Quarters Ended

(Dollars in thousands, except per share data) March 31 June 30 September 30 December 31
Interest income § 43725: § 432,79 $ 452,11¢ $ 486,51(
Interest expense 41,792 38,59C 45,53€ 58,73¢
Net interest income 395,462 394,20¢ 406,57¢ 427,771
Reversal of provision for loan losses (5,498) (12,601) (10,93¢) (16,71¢)
Noninterest income 193,72¢ 309,58¢ 197,12 212,38¢
Noninterest expense 361,12¢ 364,04¢ 359,57¢ 388,83¢
Income before income taxes 233,55¢ 352,34¢ 255,061 268,041
Income tax expense 82,182 128,68¢ 98,121 89,944
Income from continuing operations ~ 151,377 ~ 223,66C 156,94C 178,097
Income from discontinued operations before income

tax 9,961 12,12C 10,592 3,666
Income tax expense 3,851 4,683 4,094 1,251
Income from discontinued operations 6,110 7,437 6,498 2,415
Net income $ 157,487 $ 231,097 $ 163,43¢ $ 180,517
Income from continuing operations per common

share—basic $ 103 $ 151 $ 1.06 $ 1.2C
Net income per common shardasic $ 1.0/ $ 1.56 $ 1.11 $ 1.00
Income from continuing operations per common

share—diluted $ 101 $ 1.4¢ $ 1.04 $ 1.18
Net income per common shargliluted $ 105 $ 1.54 3 1.0 $ 1.1C
Dividends per shafe $ 031 $ 03€ 3 0.36 $ 0.3€

2005 Quarters Ended

(Dollars in thousands, except per share data) March 31 June 30 September 30 December 31
Interest income $ 509,347 $ 547,49: $ 567,09: $ 600,04¢
Interest expense 73,68E 88,78¢ 102,95(C 119,44¢
Net interest income 435,662 458,71( 464,142 480,60(
Reversal of provision for loan losses (12,119 (13,564) (15,000) (10,000)
Noninterest income 205,62¢ 203,55¢ 212,18¢ 183,42(
Noninterest expense 392,952 388,40( 396,69¢ 429,19¢
Income before income taxes 260,454 287,42¢ 294,634 244,822
Income tax expense 80,703 99,95C 93,38¢ 82,657
Income from continuing operations 179,751 187,47¢ 201,24¢ 162,165
Income (loss) from discontinued operations before inco

tax 3,639 (412) (25,612) 227,967
Income tax expense (benefit) 1,413 (116) (9,651) 81,642
Income (loss) from discontinued operations 2,226 (296) (15,967) 146,32
Net income $ 181,97: $ 187,18 $ 185,28t $ 308,48¢
Income from continuing operations per common share

basic $ 122 % 1.3C $ 1.39 $ 1.12
Net income per common shardasic $ 124 $ 1.2C $ 1.28 $ 214
Income from continuing operations per common share

diluted $ 120 $ 1.27 $ 1.36 $ 1.1C
Net income per common shareliluted $ 121 $ 1.27 $ 1.26 $ 2.09
Dividends per shafe $ 036 $ 041 § 0.41 $ 0.41

@ Dividends per share reflect dividends declared on the Compaoeynmon stock outstanding as of the declaration date.
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On January 24, 2006, the CompanBoard of Directors declared a quarterly cash dividend of $0.41 per share of common stock for the firs
of 2006. The dividend will be paid on April 7, 2006 to stockholders of record as of March 3, 2006.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of UnionBanCal Corporation:

We have audited the accompanying consolidated balance sheets of UnionBanCal Corporation and subsidiaries (the "Company") as «
December 31, 2004 and 2005, and the related consolidated statements of income, stockfoiterand cash flows for each of the three years in
period ended December 31, 2005. These financial statements are the responsibility of the Gangreagement. Our responsibility is to express
opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Tho
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material miss
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also incl
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial state
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of UnionBanCal Coryj
and subsidiaries as of December 31, 2004 and 2005, and the results of their operations and their cash flows for each of the three years in t
ended December 31, 2005, in conformity with accounting principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effe
the Companys internal control over financial reporting as of December 31, 2005, based on the criteria estadlisbathinControt—ntegrated
Frameworkissued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 1, 2006 expres
unqualified opinion on managemé&nassessment of the effectiveness of the Comipamyernal control over financial reporting and an unqualifiet
opinion on the effectiveness of the Compannternal control over financial reporting.

/s/ DELOITTE & TOUCHE LLP
Deloitte & Touche LLP

San Francisco, California
March 1, 2006
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UnionBanCal Corporation and Subsidiaries
Managements Report on Internal Control Over Financial Reporting

The management of UnionBanCal Corporation is responsible for establishing and maintaining adequate internal controls, designed to
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in acc
generally accepted accounting principles. Management is also responsible for ensuring compliance with the federal laws and regulations ¢
loans to insiders and the federal and state laws and regulations concerning dividend restrictions, both of which are designated by the Fec
Insurance Corporation (FDIC) as safety and soundness laws and regulations.

We maintain a system of internal accounting controls to provide reasonable assurance that assets are safeguarded and transaction:
in accordance with managemenauthorization and recorded properly to permit the preparation of consolidated financial statements in accor
generally accepted accounting principles. Management recognizes that even a highly effective internal control system has inherent risks, i
possibility of human error and the circumvention or overriding of controls, and that the effectiveness of an internal control system can char
circumstances. Management has assessed the effectiveness of the Csingangl control over financial reporting as of December 31, 2005. Ir
making this assessment, management used the criteria set out by the Committee of Sponsoring Organizations of the Treadway Commissio
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Internal Controtntegrated FrameworkBased on our assessment, we concluded that, as of December 31, 2005, the Gdntpamsi control
system over financial reporting is effective based on the criteria establistitdrimal Controntegrated Framework.

Management assessed its compliance with the designated safety and soundness laws and regulations and has maintained records
determinations and assessments as required by the FDIC. Based on this assessment, Management believes that Union Bank of Californiz
complied, in all material respects, with the designated safety and soundness laws and regulations for the year ended December 31, 2005.

The Companis assessment of the effectiveness of internal control over financial reporting and the Ceropasylidated financial statemen
have been audited by Deloitte & Touche LLP, Independent Registered Public Accounting Firm.

/s/ TAKASHI MORIMURA
Takashi Morimura
President and Chief Executive Officer

/sl MASASHI OKA
Masashi Oka
Vice Chairman of the Board
/s/ DAVID |I. MATSON
David |. Matson
Vice Chairman and Chief Financial Officer
/s/ DAVID A. ANDERSON

David A. Anderson
Executive Vice President and Controller
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of UnionBanCal Corporation:

We have audited managemerdissessment, included in the accompanying Managenieport on Internal Control over Financial Reportin
that UnionBanCal Corporation and subsidiaries (the "Company") maintained effective internal control over financial reporting as of Decembe
based on criteria establishediimiernal ControlIntegrated Frameworkssued by the Committee of Sponsoring Organizations of the Treadway
Commission. Because managemgaissessment and our audit were conducted to meet the reporting requirements of Section 112 of the Fed
Deposit Insurance Corporation Improvement Act (FDICIA), managésassessment and our audit of the Comjzmimgernal control over financial
reporting included controls over the preparation of the schedules equivalent to the basic financial statements in accordance with the instn
the Consolidated Financial Statements for Bank Holding Companies (ForrrOEIR Yhe Comparig management is responsible for maintaining
effective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting. Our
responsibility is to express an opinion on managetaestsessment and an opinion on the effectiveness of the Cospdagnal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Thos
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting
maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, evaluating e
assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such other procedures as
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinions.

A companys internal control over financial reporting is a process designed by, or under the supervision of, the’sgmnpaipal executive ai
principal financial officers, or persons performing similar functions, and effected by the cdmpeayd of directors, management, and other
personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for ext
purposes in accordance with generally accepted accounting principles. A cosnipgmyal control over financial reporting includes those policie
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and (
the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financ
in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in a
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely de
unauthorized acquisition, use, or disposition of the comgaassets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper managen
override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of ¢

Page 106 of 127



Case 2:06-cv-00072-DF-CMC  Document 526  Filed 02/16/2007 Page 107 of 127

evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk that the controls may |
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, managemeéntassessment that the Company maintained effective internal control over financial reporting as of Decembe!
is fairly stated, in all material respects, based on the criteria establisiméerimal Control—ntegrated Frameworkssued by the Committee of
Sponsoring Organizations of the Treadway Commission. Also, in our opinion, the Company maintained, in all material respects, effective int
control over financial reporting as of December 31, 2005, based on the criteria

F-112

established imnternal Controtntegrated Frameworkssued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have not examined and, accordingly, we do not express an opinion or any other form of assurance on marsigemenit referring to
compliance with laws and regulations.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the con
financial statements as of and for the year ended December 31, 2005 of the Company and our report dated March 1, 2006 expressed an un
opinion on those financial statements.

/s/ Deloitte & Touche LLP
Deloitte & Touche LLP

San Francisco, California
March 1, 2006
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, UnionBanCal Corporation has duly causet
to be signed on its behalf by the undersigned, thereunto duly authorized.

UNIONBANCAL CORPORATION (Registrant)

By: /sl TAKASHI MORIMURA
Takashi Morimura
President and Chief Executive Officer
(Principal Executive Officer)

By: /s/ DAVID |. MATSON
David I. Matson
Vice Chairman and Chief Financial Officer
(Principal Financial Officer)

By: /s/ DAVID A. ANDERSON
David A. Anderson
Executive Vice President and Controller
(Principal Accounting Officer)

Date: March 1, 2006

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on k
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UnionBanCal Corporation and in the capacities and on the date indicated below.

Signature Title

* Director
Aida M. Alvarez

* Director
David R. Andrews

* Director
L. Dale Crandall

* Director
Richard D. Farman

* Director
Stanley F. Farrar

* Director
Philip B. Flynn
* Director

Michael J. Gillfillan

-1
Signature Title
* Director
Ronald L. Havner, Jr.
* Director
Norimichi Kanari
* Director
Mary S. Metz
Director
Shigemitsu Miki
* Director
Takashi Morimura
* Director
J. Fernando Niebla
* Director
Masashi Oka
* Director
Tetsuo Shimura
* Director
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Dean A. Yoost

*By: /s/ JOHN H. MCGUCKIN, JR.
John H. McGuckin, Jr.
Attorneyin-Fact

Dated: March 1, 2006

-2
EXHIBIT INDEX
Exhibit
No. Description

3.1 Restated Certificate of Incorporation of the Registrant

3.2 Bylaws of the Registrafit

4.1 Trust Indenture between UnionBanCal Corporation and the First National Bank of Chicago, as
dated February 19, 196D

4.2 Trust Indenture between UnionBanCal Corporation and J.P. Morgan Trust Company, National
Association, as Trustee, dated December 8, 8003

4.3 The Registrant agrees to furnish upon request to the Commission a copy of each instrument d
the rights of holders of lonrtgrm debt of the Registrant.

10.1 UnionBanCal Corporation Management Stock P{in*

10.2 Union Bank of California Deferred Compensation Pf&n*

10.3 Union Bank of California Senior Management Bonus Pfan*

104 Union Bank of California, N.A. Supplemental Executive Retirement P{&n *

105 Union Bank Financial Services Reimbursement Progf3m*

10.6 1997 UnionBanCal Corporation Performance Share Blan*

10.7 Forrrj&i)of) Performance Share Agreement under the 1997 UnionBanCal Corporation Performance
Plan

10.8 Service Agreement Between Union Bank of California, N.A. and The Bank of Idkgabishi, Ltd.
dated October 1, 199%%)

10.9 Year 2000 UnionBanCal Corporation Management Stock Bfn*

10.10 Form of 2005 Nonqualified Stock Option Agreement under the Year 2000 UnionBanCal Corporai
Management Stock Plaft®)

10.11 Form of 2004 Nonqualified Stock Option Agreement under the Year 2000 UnionBanCal Corporai
Management Stock Plaft®)

10.12 Form of 2004 Nonqualified Stock Option Agreement for Momployee Directors under the Year 200!
UnionBanCal Corporation Management Stock P&+

10.13 Terms and Conditions Applicable to Nemployee Director Stock Unit Awards under the Year 20C
UnionBanCal Corporation Management Stock P{&h*

10.14 Forms of Restricted Stock Agreement for Nemployee Directors under the Year 2000 UnionBanC
Corporation Management Stock PI&{*

10.15 Union Bank of California, N.A. Supplemental Retirement Plan for Policy Making Offi¢érs*

10.16 Form of Chang®f-Control Agreement, dated as of May 1, 2003, between UnionBanCal Corpora
and each of the poliegnaking officers of UnionBanCal Corporatidh®

10.17 Union Bank of California, N.A. Separation Pay Pl&f*

10.18 Philip B. Flynn Employment Agreement (effective April 1, 206Z)*

10.19 Philip B. Flynn Amendment of Employment Agreement (effective May 1, 26835)*

10.20 David |. Matson Employment Agreement (effective January 1, 1688)*

10.21 David I. Matson Amendment of Employment Agreement (effective May 1, 2685)*

10.22 Written Descriptions of Compensation Arrangements for UnionBanCalBxoployee Directors®4

10.23 Written Description of Compensation Arrangements for Union Bank of California, N.ABxgpioyee
Directors*?®

10.24 Purchase and Assumption Agreement by and among Union Bank of California N.A., Union Ban

California International, and Union Bank of California Servicos LTDA. and Wachovia Bank, N.A.
September 21, 206%)
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10.25 Repurchase Agreement between UnionBanCal Corporation and The Bank of Tokyo Mitsubishi,
dated as of February 23, 260%

12.1 Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividend
Requirement§”

21.1 Subsidiaries of the Registr&tt

23.1 Consent of Deloitte & Touche L&)

24.1 Power of Attorne{f”

Exhibit

No. Description

24.2 Resolution of Board of Directd¢s)

31.1 Certification of the Chief Executive Officer pursuant to Rule-18@)/15d14(a) of the Exchange Act,
adopted pursuant to Section 302 of the Sarbéndsy Act of 200%"

31.2 Certification of the Chief Financial Officer pursuant to Rule-13¢)/15d14(a) of the Exchange Act, :
adopted pursuant to Section 302 of the Sarb&ndsy Act of 20087

32.1 Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted purs
Section 906 of the Sarbar@sley Act of 20087

32.2 Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted purst

Section 906 of the Sarbar@sley Act of 20087

1)

()

3

4

()

(6)

7

(®)

9

(10)

(11)

(12)

(13)

(14)

(15)

Incorporated by reference to the exhibit of the same number to the UnionBanCal Corporation Quarterly Report oiQForrthéQuarter ende
September 30, 2003 (SEC File No. ar8081).

Incorporated by reference to the exhibit of the same number to the UnionBanCal Corporation Current Report ¢t datech Bebruary 19, 199
(SEC File No. 0028118).

Incorporated by reference to Exhibit 99.1 to the UnionBanCal Corporation Current Report onkkoate8 December 8, 2003 (SEC File No.-00
15081).

Incorporated by reference to the exhibit of the same number to the UnionBanCal Corporation Annual Report ofkKFHorrth&0/ear ended
December 31, 1997 (SEC File No. 628118).

Incorporated by reference to the exhibit of the same number to the UnionBanCal Corporation Annual Report orkForrth&Q/ear ended
December 31, 1996 (SEC File No. 628118).

Incorporated by reference to Exhibit C to the UnionBanCal Corporation Definitive Proxy Statement on Schedule 14A filed on March 27, 2
File No. 00315081).

Incorporated by reference to Exhibit 10.6 to the UnionBanCal Corporation Annual Report on Fériior 1i0e year ended December 31, 1996 (!
File No. 00628118).

Incorporated by reference to Exhibit 10.14 to the UnionBanCal Corporation Current Report orkdate® April 1, 1996 (SEC File No. 000
28118).

Incorporated by reference to Appendix B to the UnionBanCal Corporation Definitive Proxy Statement on Schedule 14A filed on March 2
(SEC File No. 00415081).

Incorporated by reference to Exhibit 10.2 to the UnionBanCal Corporation Current Report ontkodate8 March 22, 2005 (SEC File No. 601
15081).

Incorporated by reference to Exhibit 10.10 to the UnionBanCal Corporation Annual Report on Roéffor 1ie year ended December 31, 1997
(SEC File No. 0028118).

Incorporated by reference to Appendix A to the UnionBanCal Corporation Definitive Proxy Statement on Schedule 14A filed on March 2
(SEC File No. 00115081).

Incorporated by reference to Exhibit 10.4 to the UnionBanCal Corporation Current Report ontkoate8 March 22, 2005 (SEC File No. 601
15081).

Incorporated by reference to Exhibit 10.3 to the UnionBanCal Corporation Current Report ontkcoate8 March 22, 2005 (SEC File No. 601
15081).

Incorporated by reference to Exhibit 10.5 to the UnionBanCal Corporation Current Report ontkoate8 March 22, 2005 (SEC File No. 601
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15081).

(8) Incorporated by reference to Exhibit 10.6 to the UnionBanCal Corporation Current Report onfedate8 March 22, 2005 (SEC File No. 001
15081).

(7 Incorporated by reference to Exhibit 10.10 to the UnionBanCal Corporation Quarterly Report on fifor 1ife quarter ended June 30, 2000
(SEC File No. 00415081).

(8 Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Quarterly Report on Fpffior 1e quarter ended June 30, 2003 (¢
File No. 003115081).

(9 Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Current Report oncolated March 22, 2005 (SEC File No. 001
15081).

@9 Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Quarterly Report on Frfior #0e quarter ended March 31, 2004
(SEC File No. 00415081).

@1 Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Quarterly Report on Frfior #e quarter ended June 30, 2005 (¢
File No. 00115081).

2 Incorporated by reference to Exhibit 10.13 to the UnionBanCal Corporation Annual Report on Réifor 1ie year ended December 31, 2002
(SEC File No. 00415081)

%) Incorporated by reference to Exhibit 10.2 to the UnionBanCal Corporation Quarterly Report on Frfior #ie quarter ended June 30, 2005 (¢
File No. 00315081).

@4 Incorporated by reference to (i) Exhibit 10.1 to the UnionBanCal Corporation Current Report oncolated July 27, 2005 (SEC File No. 801
15081) and (ii) Item 1 of the UnionBanCal Corporation Current Report on F&raa8ed October 26, 2005 (SEC File No. ABD81).

% |Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Current Report onfcdate8 December 7, 2005 (SEC File No.-00
15081).

8) |Incorporated by reference to Exhibit 10.1 to the UnionBanCal Corporation Quarterly Report on Frior e quarter ended September 30, 2
(SEC File No. 00415081).

@7 provided herewith.

Management contract or compensatory plan, contract or arrangement.

Section 2: EX10.14 (MATERIAL CONTRACTYS)

EXHIBIT 10.14
YEAR 2000 UNIONBANCAL CORPORATION
MANAGEMENT STOCK PLAN
RESTRICTED STOCK AGREEMENT
NON-EMPLOYEE DIRECTORS
This Agreement is made as of , (the "Award Date"), between UnionBanCal Corporation (the "Company") and

("Participant”).
WITNESSETH:

WHEREAS, the Company has adopted the Year 2000 UnionBanCal Corporation Management Stock Plan (the "Plan") as an amendment ar
of the predecessor UnionBanCal Corporation Management Stock Plan authorizing the transfer of common stock of the Company ("Stock")"
individuals in connection with the performance of services for the Company and its Subsidiaries (as defined in the Plan). The Plan is admir
the Executive Compensation and Benefits Committee ("Committee") of the ComBarard of Directors and is incorporated in this Agreement by
reference and made a part of it; and
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WHEREAS, the Company regards Participant as a valuable contributor to the Company, and has determined that it would be to the advan
interest of the Company and its shareholders to grant to Participant the Stock provided for in this Agreement, subject to restrictions, as an
to remain in the service of the Company and as an incentive for increased efforts during such service;

NOW, THEREFORE, in consideration of the foregoing premises, and the mutual covenants herein contained, the parties to this Agreement
agree as follows:

1.

Restricted Stock AwardContemporaneously with the execution of this Agreement, the Company will issue to Participant shares of ¢
Subject to the vesting requirements next described, shares evidencing the Stock will be held in a book entry account controlled by
Company through the transfer agent, subject to the rights of and limitations on Participant as owner thereof as set forth in the Agre
shares of Stock issued hereunder shall be deemed issued to Participant as fully paid and nonassessable shares, and Participant
rights of a shareholder with respect thereto, including the right to vote, to receive dividends (including stock dividends), to particip.
splits or other recapitalizations, and to exchange such shares in a merger, consolidation or other reorganization. The Company st
applicable stock transfer taxes. Participant hereby acknowledges that Participant is acquiring the Stock issued hereunder for inve
not with a view to the distribution thereof, and that Participant does not intend to subdivide Parsidipergst in the Stock with any othe
person.

Transfer Restriction No Stock issued to Participant hereunder shall be sold, transferred by gift, pledged, hypothecated, or otherwis
transferred or disposed of by Participant prior to the date on which it becomes vested under paragraph 3. This paragraph shall nc
the Participant from exchanging the Stock awarded hereunder pursuant to a cash or stock tender offer, merger, reorganization or
consolidation. Notwithstanding the foregoing, any securities (including stock dividends and stock splits) received with

1

respect to shares of Stock which are not yet vested under paragraph 3 shall be subject to the provisions of this Agreement in the
and shall become fully vested at the same time as the Stock with respect to which the additional securities were issued.

Vesting
(@) Participants interest in the Stock awarded under paragraph 1 (including applicable stock dividends and stock splits) shall
fully vested and nonforfeitable on , so long as Participant remains in service-&srgpldgee Director of the

Company (or any of its Subsidiaries) through that date. Upon vesting, the Company or its designated representative shall
Participant the certificates evidencing the nonforfeitable shares.

(b) If Participant ceases to be a NEmployee Director of the Company or any of its Subsidiaries for any reason other than deat
disability (within the meaning of subparagraph (c)), all shares of Stock to the extent not yet vested under subparagraph (a
date Participant ceases to be a Nownployee Director shall be forfeited by Participant without payment of any consideration t
Participant therefor. Any shares of Stock so forfeited shall be canceled and returned to the status of authorized but unis:

(©) If Participants service as a NeBmployee Director of the Company (or any of its Subsidiaries) terminates by reason of death
Participant becomes disabled (within the meaning of Section 22(e)(3) of the Code) Mbit&Eanployee Director of the Company (
any of its Subsidiaries), Participaminterest in all shares of Stock awarded hereunder shall become fully vested and nonforf
of the date of death or such disability.

Section 83(b) ElectianParticipant hereby represents that he or she understands: (a) the contents and requirements of the electiot
under Section 83(b) of the Internal Revenue Code, (b) the application of Section 83(b) to the award of Stock to Participant pursuan
Agreement, (c) the nature of the election which can be made by Participant under Section 83(b), and (d) the effect and requiremen
Section 83(b) election under applicable state and local tax laws. Participant acknowledges that an election pursuant to Section 83
filed with the Internal Revenue Service within thirty days following the Award Date, with his federal income tax return for the taxable
which the Award Date occurs, and with the Company or its Subsidiary of which Participant isEandimyee Director.

2

Notice Any notice or other paper required to be given or sent pursuant to the terms of this Agreement shall be sufficiently given c
hereunder to any party when transmitted by registered or certified mail, postage prepaid, addressed to the party to be served as f
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Company: Executive Vice President and Director of Human Resources
UnionBanCal Corporation
400 California Street, fdFloor
San Francisco, CA 94104

Participant: At Participants address as it appears under Particigagignature to this Agreement, or to such other addi
as Participant may specify in writing to the Company.

Any party may designate another address for receipt of notices so long as notice is given in accordance with this paragraph.

Committee Decisions Conclusivéll decisions, determinations and interpretations of the Committee arising under the Plan or under
Agreement shall be conclusive and binding on all parties.

Mandatory Arbitration Any dispute arising out of or relating to this Agreement, including its meaning or interpretation, shall be resc
solely by arbitration before an arbitrator selected in accordance with the rules of the American Arbitration Association. The locatio
arbitration shall be in San Francisco, Los Angeles or San Diego as selected by the Company in good faith. Judgment on the awar
may be entered in any court having jurisdiction. The party the arbitrator determines is the prevailing party shall be entitled to have
party pay the expenses of the prevailing party, and in this regard the arbitrator shall have the power to award recovery to such pre
of all costs and fees (including attorneys fees and a reasonable allocation for the costs of the 'Gampause counsel), administrative
fees, arbitratds fees and court costs, all as determined by the arbitrator. Absent such award of the arbitrator, each party shall pay
share of the arbitratts fees. All statutes of limitation which would otherwise be applicable shall apply to any arbitration proceeding
this paragraph. The provisions of this paragraph are intended by Participant and the Company to be exclusive for all purposes an
to any and all disputes arising out of or relating to this Agreement. The arbitrator who hears and decides any dispute shall have jt
and authority only to award compensatory damages to make whole a person or entity sustaining foreseeable economic damages
have jurisdiction and authority to make any other award of any type, including without limitation, punitive damages, unforeseeable
damages, damages for pain, suffering or emotional distress, or any other kind or form of damages. The remedy, if any, awarded b
arbitrator shall be the sole and exclusive remedy for any dispute which is subject to arbitration under this paragraph.

3

10.

11.

Successors This Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs, ex
administrators, successors and assigns. Nothing contained in the Plan or this Agreement shall be interpreted as imposing any lia
Company or the Committee in favor of any Participant or any purchaser or other transferee of Stock with respect to any loss, cost
which such Participant, purchaser or transferee may incur in connection with, or arising out of any transaction involving any share
subject to the Plan or this Agreement.

Integration The terms of the Plan and this Agreement are intended by the Company and the Participant to be the final expression
contract with respect to the shares of Stock and other amounts received under the Plan and may not be contradicted by evidence
or contemporaneous agreement. The Company and the Participant further intend that the Plan and this Agreement shall constitu
complete and exclusive statement of their terms and that no extrinsic evidence whatsoever may be introduced in any arbitration, ju
administrative or other legal proceeding involving the Plan or this Agreement. Accordingly, the Plan and this Agreement contain tt
understanding between the parties and supersede all prior oral, written and implied agreements, understandings, commitments ar
among the parties. In the event of any conflict among the provisions of the Plan document and this Agreement, the Plan documet
prevail. The Company and Participant shall have the right to amend this Agreement in writing as they mutually agree.

Waivers Any failure to enforce any terms or conditions of the Plan or this Agreement by the Company or by the Participant shall n
deemed a waiver of that term or condition, nor shall any waiver or relinquishment of any right or power at any one time or times be «
waiver or relinquishment of that right or power for all or any other times.

Severability of Provisionslf any provision of the Plan or this Agreement shall be held invalid or unenforceable, such invalidity or
unenforceability shall not affect any other provision thereof; and the Plan and this Agreement shall be construed and enforced as
them included such provision.

12.

California Law The Plan and this Agreement shall be construed and enforced according to the laws of the State of California to the
preempted by the federal laws of the United States of America. In the event of any arbitration proceedings, actions at law or suits
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relation to the Plan or this Agreement, the prevailing party in such proceeding, action or suit shall receive from the losing party its
fees and all other costs and expenses of such proceeding, action or suit.

IN WITNESS WHEREOF, the parties hereto have duly executed this Restricted Stock Agreement as of the date first above written. The Pal
hereby acknowledges receipt of a copy of the Prospectus and the Year 2000 UnionBanCal Corporation Management Stock Plan, effective .
2000.

UNIONBANCAL CORPORATION

By

Paul Fearer, Executive Vice President

Participant

Social Security Number

Printed Name

Street Address

City State ZIP

YEAR 2000 UNIONBANCAL CORPORATION
MANAGEMENT STOCK PLAN
RESTRICTED STOCK AGREEMENT
NON-EMPLOYEE DIRECTORS

This Agreement is made as of , (the "Award Date"), between UnionBanCal Corporation (the "Company") and
("Participant”).

WITNESSETH:

WHEREAS, the Company has adopted the Year 2000 UnionBanCal Corporation Management Stock Plan (the "Plan") as an amendment ar
of the predecessor UnionBanCal Corporation Management Stock Plan authorizing the transfer of common stock of the Company ("Stock")"
individuals in connection with the performance of services for the Company and its Subsidiaries (as defined in the Plan). The Plan is admir
the Executive Compensation and Benefits Committee ("Committee") of the ComBarard of Directors and is incorporated in this Agreement by
reference and made a part of it; and

WHEREAS, the Company regards Participant as a valuable contributor to the Company, and has determined that it would be to the advan
interest of the Company and its shareholders to grant to Participant the Stock provided for in this Agreement, subject to restrictions, as an
to remain in the service of the Company and as an incentive for increased efforts during such service;

NOW, THEREFORE, in consideration of the foregoing premises, and the mutual covenants herein contained, the parties to this Agreement
agree as follows:

1. Restricted Stock AwardContemporaneously with the execution of this Agreement, the Company will issue to Participant (i) sha
Stock (the "Initial Grant") and (i) shares of Stock (the "Regular Grant"). Subject to the vesting requirements next described, sh
evidencing the Stock will be held in a book entry account controlled by the Company through the transfer agent, subject to the rig
limitations on Participant as owner thereof as set forth in the Agreement. All shares of Stock issued hereunder shall be deemed is
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Participant as fully paid and nonassessable shares, and Participant shall have all rights of a shareholder with respect thereto, incl
right to vote, to receive dividends (including stock dividends), to participate in stock splits or other recapitalizations, and to exchan
shares in a merger, consolidation or other reorganization. The Company shall pay any applicable stock transfer taxes. Participant
acknowledges that Participant is acquiring the Stock issued hereunder for investment and not with a view to the distribution there«
Participant does not intend to subdivide Particifmimterest in the Stock with any other person.

1

Transfer Restriction No Stock issued to Participant hereunder shall be sold, transferred by gift, pledged, hypothecated, or otherwis
transferred or disposed of by Participant prior to the date on which it becomes vested under paragraph 3. This paragraph shall nc
the Participant from exchanging the Stock awarded hereunder pursuant to a cash or stock tender offer, merger, reorganization or
consolidation. Notwithstanding the foregoing, any securities (including stock dividends and stock splits) received with respect to
Stock which are not yet vested under paragraph 3 shall be subject to the provisions of this Agreement in the same manner and st
fully vested at the same time as the Stock with respect to which the additional securities were issued.

Vesting

(@ Participants interest in the Stock awarded under paragraph 1 (including applicable stock dividends and stock splits) with r
the Initial Grant shall become vested and nonforfeitable in accordance with the following schedule so long as Participant re
service as a NoEmployee Director of the Company (or any of its Subsidiaries). Upon vesting, the Company or its designat
representative shall deliver to Participant the certificates evidencing the nonforfeitable shares.

1) On , , 333% of the number of shares of Stock awarded under the Initial Grant shall become fully v
and nonforfeitable.

2) On , , an additionalil¥3% of the number of shares of Stock awarded under the Initial Grant shall be:
fully vested and nonforfeitable.

(3) On , , the balance of the shares of Stock awarded under the Initial Grant shall become fully vestec
nonforfeitable.

(b) Participants interest in the Stock awarded under paragraph 1 (including applicable stock dividends and stock splits) with r
the Regular Grant shall become vested and nonforfeitable in accordance with the following schedule so long as Participan
service as a director of the Company (or any of its Subsidiaries). Upon vesting, the Company or its designated representa
deliver to Participant the certificates evidencing the nonforfeitable shares.

1) On , , 100% of the number of shares of Stock awarded under the Regular Grant shall become fully
nonforfeitable.

(c) If Participant ceases to be a NEmployee Director of the Company or any of its Subsidiaries for any reason other than deat
disability (within the meaning of subparagraph (c)), all shares of Stock to the extent not yet vested under subparagraph (a
the date Participant ceases to be a{Harployee Director shall be forfeited by Participant without payment of any considerati
Participant therefor. Any shares of Stock so forfeited shall be canceled and returned to the status of authorized but unis:

(d) If Participants service as a NeBmployee Director of the Company (or any of its Subsidiaries) terminates by reason of death
Participant becomes disabled (within the meaning of Section 22(e)(3) of the Code) whikEmplogee Director of the Company (
any of its Subsidiaries), Participaminterest in all shares of Stock awarded hereunder shall become fully vested and nonforfi
of the date of death or such disability.

Section 83(b) ElectianParticipant hereby represents that he or she understands: (a) the contents and requirements of the electiot
under Section 83(b) of the Internal Revenue Code, (b) the application of Section 83(b) to the award of Stock to Participant pursuan
Agreement, (c) the nature of the election which can be made by Participant under Section 83(b), and (d) the effect and requiremen
Section 83(b) election under applicable state and local tax laws. Participant acknowledges that an election pursuant to Section 83
filed with the Internal Revenue Service within thirty days following the Award Date, with his federal income tax return for the taxable
which the Award Date occurs, and with the Company or its Subsidiary of which Participant isEandlmyee Director.
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Notice Any notice or other paper required to be given or sent pursuant to the terms of this Agreement shall be sufficiently given c
hereunder to any party when transmitted by registered or certified mail, postage prepaid, addressed to the party to be served as f

Company: Executive Vice President and Director of Human Resources
UnionBanCal Corporation
400 California Street, #dFloor
San Francisco, CA 94104

Participant: At Participants address as it appears under Particigagifjnature to this Agreement, or to such other addre:
Participant may specify in writing to the Company.

3

Any party may designate another address for receipt of notices so long as notice is given in accordance with this paragraph.

Committee Decisions Conclusivéll decisions, determinations and interpretations of the Committee arising under the Plan or under
Agreement shall be conclusive and binding on all parties.

Mandatory Arbitration Any dispute arising out of or relating to this Agreement, including its meaning or interpretation, shall be resc
solely by arbitration before an arbitrator selected in accordance with the rules of the American Arbitration Association. The locatio
arbitration shall be in San Francisco, Los Angeles or San Diego as selected by the Company in good faith. Judgment on the awar
may be entered in any court having jurisdiction. The party the arbitrator determines is the prevailing party shall be entitled to have
party pay the expenses of the prevailing party, and in this regard the arbitrator shall have the power to award recovery to such pre
of all costs and fees (including attorneys fees and a reasonable allocation for the costs of the '€ dmtpaurse counsel), administrative
fees, arbitratds fees and court costs, all as determined by the arbitrator. Absent such award of the arbitrator, each party shall pay
share of the arbitratty fees. All statutes of limitation which would otherwise be applicable shall apply to any arbitration proceeding
this paragraph. The provisions of this paragraph are intended by Participant and the Company to be exclusive for all purposes an
to any and all disputes arising out of or relating to this Agreement. The arbitrator who hears and decides any dispute shall have jt
and authority only to award compensatory damages to make whole a person or entity sustaining foreseeable economic damages
have jurisdiction and authority to make any other award of any type, including without limitation, punitive damages, unforeseeable
damages, damages for pain, suffering or emotional distress, or any other kind or form of damages. The remedy, if any, awarded b
arbitrator shall be the sole and exclusive remedy for any dispute which is subject to arbitration under this paragraph.

SuccessorsThis Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs, ex
administrators, successors and assigns. Nothing contained in the Plan or this Agreement shall be interpreted as imposing any lia
Company or the Committee in favor of any Participant or any purchaser or other transferee of Stock with respect to any loss, cost
which such Participant, purchaser or transferee may incur in connection with, or arising out of any transaction involving any share:
subject to the Plan or this Agreement.

10.

11.

Integration The terms of the Plan and this Agreement are intended by the Company and the Participant to be the final expression
contract with respect to the shares of Stock and other amounts received under the Plan and may not be contradicted by evidence
or contemporaneous agreement. The Company and the Participant further intend that the Plan and this Agreement shall constitu
complete and exclusive statement of their terms and that no extrinsic evidence whatsoever may be introduced in any arbitration, ju
administrative or other legal proceeding involving the Plan or this Agreement. Accordingly, the Plan and this Agreement contain tr
understanding between the parties and supersede all prior oral, written and implied agreements, understandings, commitments ar
among the parties. In the event of any conflict among the provisions of the Plan document and this Agreement, the Plan documet
prevail. The Company and Participant shall have the right to amend this Agreement in writing as they mutually agree.

Waivers Any failure to enforce any terms or conditions of the Plan or this Agreement by the Company or by the Participant shall n
deemed a waiver of that term or condition, nor shall any waiver or relinquishment of any right or power at any one time or times be ¢
waiver or relinquishment of that right or power for all or any other times.

Severability of Provisionslf any provision of the Plan or this Agreement shall be held invalid or unenforceable, such invalidity or
unenforceability shall not affect any other provision thereof; and the Plan and this Agreement shall be construed and enforced as
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them included such provision.

12. California Law The Plan and this Agreement shall be construed and enforced according to the laws of the State of California to the
preempted by the federal laws of the United States of America. In the event of any arbitration proceedings, actions at law or suits
relation to the Plan or this Agreement, the prevailing party in such proceeding, action or suit shall receive from the losing party its
fees and all other costs and expenses of such proceeding, action or suit.

5

IN WITNESS WHEREOF, the parties hereto have duly executed this Restricted Stock Agreement as of the date first above written. The Pai

hereby acknowledges receipt of a copy of the Prospectus and the Year 2000 UnionBanCal Corporation Management Stock Plan, effective .
2000.

UNIONBANCAL CORPORATION

By

Paul Fearer, Executive Vice President

Participant

Social Security Number

Printed Name

Street Address

City State ZIP

Section 3: EX10.25 (MATERIAL CONTRACTYS)

EXHIBIT 10.25

REPURCHASE AGREEMENT

This Repurchase Agreement (this "Agreement”) is made as of February 23, 2005, by and between UnionBanCal Corporation, a Del
corporation (the "Company"), and The Bank of Tolwitsubishi, Ltd. ("Seller").

Background
(a) Seller is the record and beneficial owner of 91,732,217 shares of common stock of the Company (the "Con
Stock™).
(b) Seller desires to sell, and the Company desires to repurchase (the "Repurchase"), the Repurchase Shal

defined herein).

Terms of Agreement
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NOW, THEREFORE, in consideration of the foregoing, the mutual covenants contained herein, and for good and valuable
consideration, the adequacy and receipt of which are hereby acknowledged, the parties hereto hereby agree as follows:

1. Repurchase ObligationsSubject to the terms set forth herein, the Company shall repurchase 3,475,843 shares of C
Stock (the "Repurchase Shares") from Seller, and Seller shall sell all of the Repurchase Shares to the Company, at a purchase price equal-
share (the "Repurchase Price").

2. Closing Delivery of, and payment of the Repurchase Price for, the Repurchase Shares shall be deemed made at-
of Shearman & Sterling LLP, 525 Market Street, San Francisco, California 94105, with delivery of the Repurchase Shares being mastgnjia bo
transfer on the books of the Company maintained by the Corigprapsfer agent pursuant to the procedures of such transfer agent and payr
the Repurchase Price for the Repurchase Shares being made to The Bank é¥litallyishi, Ltd., Head Office Account with The Bank of Tokyo
Mitsubishi, Ltd., New York Branch, account number 30009622. Such delivery shall be made by 7:00 p.m. Pacific Time on the date of this Agr
such payment shall be made by 8:00 a.m. Pacific Time on the next succeeding business day, or at such other times as the parties hereto n
which time shall

be deemed commensurate with the execution hereof. The time and date of such delivery and the payment for the Repurchase Shares are
the "Closing."

(@) Sellet's Obligation Upon the Closing:

(i) Seller shall deliver to the Company the Repurchase Shares and the appropriate stock powers, pr
signed and with any necessary documentary or transfer tax stamps duly affixed and cancelled, free and clear of any claims, liens, !
interests, restrictions, pledges and encumbrances of any kind (except for such restrictions on transfer as may exist generally unde
federal and state securities laws), and a completed Internal Revenue Service-BBEN.W

(i) Seller shall pay and shall indemnify and hold harmless the Company against any and all transfer,
documentary, stamp, registration and any similar taxes or other charges incurred in connection with the Repurchase.

(b) Companys Obligation Upon the Closing, the Company shall deliver to Seller, viatrnesfer, funds equal to
US$200,000,000, representing payment in full of the Repurchase Price without any U.S. withholding taxes.

3. Rights as a ShareholdetUpon the Repurchase, the Company shall acquire all rights as a shareholder of the Compe
respect to the Repurchase Shares upon the recording of the transfer of the Repurchase Shares to the Company in the books of the Com

4. Representations and Warranties of Selsller hereby represents and warrants to the Company as follows:

(@) Good and Marketable Titl&Seller has good and valid title to the Repurchase Shares being sold pursuant tc
Agreement, free and clear of all liens, encumbrances, security interests and claims whatsoever, and at the Closing, upon the sale and deli
payment for, such Repurchase Shares, as provided herein, Seller will convey to the Company good and valid title to such Repurchase Shz
clear of all liens, encumbrances and security interests.

(b) Authorization of AgreemenfThis Agreement has been duly authorized, executed and delivered by Seller.
2
(c) Absence of Violations; No Conflictghe execution and delivery of this Agreement by or on behalf of Seller, 1

sale of the Repurchase Shares by Seller, the consummation of any of the other transactions contemplated herein, and the fulfillment of the
have not violated and will not violate the organizational documents of Seller, any provision of law or regulation or any material contract to wi
is subject, or any order or decree of any governmental authority to which Seller is subject.

(d) Absence of Proceedingllo actions, suits or proceedings before or by any court or governmental agency,
authority, or arbitrator are pending or, to the best of Sellerowledge, threatened or contemplated, seeking to prevent the sale of the Repurc
Shares or the consummation of the transactions contemplated by this Agreement.
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(e) Absence of ManipulatiarSeller has not taken, directly or indirectly, any action designed to constitute or wr
has constituted or which has caused or resulted in or might reasonably be expected to cause or result in, under the Securities Exchange 2
otherwise, the stabilization or manipulation of the price of any security of the Company to facilitate the sale of the Repurchase Shares.

5. Representations and Warranties of the Comp@hg Company hereby represents and warrants to Seller as follows:
(@) Authorization of AgreemeniThis Agreement has been duly authorized, executed and delivered by the Comr
(b) Absence of Violations; No ConflictThe execution and delivery of this Agreement by or on behalf of the

Company, the purchase of the Repurchase Shares by the Company, the consummation of any of the other transactions contemplated hei
fulfillment of the terms hereof, have not violated and will not violate the organizational documents of the Company, any provision of law or re
or any material contract to which the Company is subject, or any order or decree of any governmental authority to which the Company is si

(c) Absence of Proceedingllo actions, suits or proceedings before or by any court or governmental agency,
authority, or arbitrator are pending or, to the best of the Comp&npwledge, threatened or contemplated, seeking to prevent the purchase o
Repurchase Shares or the consummation of the transactions contemplated by this Agreement.

3

6. Expenses Any and all oubf-pocket expenses, including all fees and expenses of agents, representatives, counse
accountants, incurred by the Company in connection with or arising out of the Repurchase, including the preparation, execution and perfol
this Agreement and the transactions contemplated hereby, shall be paid 50% by Seller and 50% by the Company. Any such expenses sh
Seller promptly upon, and in no event later than thirty days after, Sakeeipt of a written statement from the Company setting forth in reasone
detail the expenses incurred by the Company.

7. Specific Performance; Limitation on Liabilitfhe parties acknowledge and agree that in the event of any breach of tr
Agreement, the parties would be irreparably harmed and could not be made whole by monetary damages. It is accordingly agreed that eac
Company and Seller, in addition to any other remedy to which it may be entitled at law or in equity, shall be entitled to compel specific perfor
the transactions contemplated by this Agreement.

8. Governing Law This Agreement shall be construed and enforced in accordance with, and governed by, the laws o
of New York, including, without limitation, SectionB101 of the New York General Obligations Law.

9. Public AnnouncemeniThe Company and/or the Seller shall issue a press release or a public statement with respe:
transactions contemplated by this Agreement as soon as practicable after the @tosidgd however that the Company and Seller shall consu
with each other before issuing any press release or making any public statements with respect to the transactions contemplated by this A
shall not issue any such press release or make any such public statement prior to approval by the other party of the contents of such rele
statement, except as may be required by law, court process or by obligations pursuant to any listing agreement with a national securities €

10. Entire AgreementThis Agreement constitutes the entire and final agreement and understanding between the parti
respect to the subject matter hereof and supersedes all prior agreements relating to the subject matter hereof which are of no further force

11. AmendmentsNo amendment or modification of this Agreement shall be effective unless set forth in writing and sig
the parties hereto.

12. CounterpartsThis Agreement may be executed in two or more counterparts, each of which shall be deemed an ori
all of which together shall constitute one and the same instrument.

IN WITNESS WHEREOF, the parties hereto hereby execute this Agreement as of the date first above written.
The Company

UNIONBANCAL CORPORATION
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By: /s/ David I. Matson

Name: David Il. Matson
Title: Executive Vice President and Chief
Financial Officer

Seller

THE BANK OF TOKYO-MITSUBISHI, LTD.

By: /sl Tetsuo lwata

Name: Tetsuo Iwata
Title: Managing Director

Section 4: EX12.1 (STATEMENTS REGARDING COMPUTATION OF

RATIOS)

UNIONBANCAL CORPORATION AND SUBSIDIARIES
COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES REQUIREMENTS

For the Years Ended December 31,

Exhibit No. 12.1

(In millions, except ratios) 2001 2002 2003 2004 2005
EXCLUDING INTEREST ON DEPOSITS
Income before income taxes and effect of accounting che 66 $ 73¢€ $ 824 $ 1,10¢ $ 1,087
Fixed Charges:

Interest expense, excluding interest on deposits 16¢ 59 37 38 82

One third of rents, net income from subleases (A) 8 11 11 14 17

Total fixed charges 17¢ 70 48 52 99

Earnings before taxes, fixed charges, and effect of accou

changes, excluding capitalized interest 84t 3 806 $ 872 $ 1,161 $ 1,18¢
Ratio of earnings to fixed charges requirements 4.8( 11.51 18.17 22.3: 11.9¢
INCLUDING INTEREST ON DEPOSITS
Fixed charges 17¢  $ 70 3% 48 $ 52 $ 99
Add: Interest on deposits 47¢ 22(C 152 147 308
Total fixed charges including interest on deposits 652 $ 29C $ 20C $ 19¢ § 402
Earnings before taxes, fixed charges, and effect of accou

changes, excluding capitalized interest, as above. 84t % 80 $ 87z % 1,161 $ 1,18¢
Add: Interest on deposits 47¢ 22( 152 147 303
Total earnings before taxes, fixed charges, effect of

accounting changes, and interest on deposits 1321 $ 1,02¢  $ 1,022 $ 1,30¢ $ 1,48¢
Ratio of earnings to fixed charges requirements 2.0¢ 3.54 5.12 6.51 3.7C

(A) The proportion deemed representative of the interest factor.
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Section 5: EX21.1 (SUBSIDIARIES OF THE REGISTRANT)

SUBSIDIARIES OF UNIONBANCAL CORPORATION*

Name of Subsidiary

AS OF DECEMBER 31, 2005

State or Country in Which Organized

Exhibit 21.1

Armstrong/Robitaille, Inc. (1)
Bankers Commercial Corporation
Business Capital Trust |

California First Advisory Services
California First Capital Management
California First Corporation

Cal First Properties, Inc.

HighMark Capital Management, Inc.
John Burnham & Company (1)

MCB Statutory Trust |
Mills-Ralston, Inc.

SBS Realty Inc.

Stanco Properties, Inc.

Tanner Insurance Brokers, Inc. (1)
The CaliforniaSansome Corporation
UBOC-1, L.P.

UBOC Community Development Corporation
UBOC Commercial, LLC

California
California
California
California
California
California
California
California
California
California
California
California
California
Minnesota
California
California
California
California

Name of Subsidiary

State or Country in Which Organized

UBOC Comstock |

UBOC Foundation (Charitable Trust)
UBOC Foundation (Not#frofit Corporation)
UBOC Insurance, Inc.

UNBC Leasing, Inc.

UnionBanc Investment Services LLC
UnionBanCal Commercial Funding Corporation
UnionBanCal Equities, Inc.

UnionBanCal Leasing Corporation
UnionBanCal Mortgage Corporation
UnionBanCal Venture Corporation

Union Bank of California, N.A.

Union Bank of California International
Union Bank of California Leasing, Inc.
Union Capital Advisors, Inc.

California
California
California
California
California
Delaware
California
California
California
California
California
United States
United States
Delaware
California

*All of the subsidiaries in the above list are whetlwned, either directly or indirectly, by UnionBanCal Corporation.

(1) Subsequent to December 31, 2005, Armstrong/Robitaille, Inc., John Burnham & Company, and Tanner Insurance Brokers, Inc. were con
under the name UnionBanc Insurance Services, Inc., a California corporation.

Section 6: EX23.1 (CONSENTS OF EXPERTS AND COUNSEL
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EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statements NO3083333%67581, 33%6758101, 3336758102, 3336758103, 333
6758104, 33372979, 33367579, 333109304, 33310930401, 33310930402, 33310930403, 333109981 and 33317600 on Form-8 (as amended) and
Registration Statements Nos. 38342, 33303044, 33327987, 33305497, 333103009, 333109941, and 33327382 on Form -8 (as amended) of our
reports dated March 1, 2006, relating to the consolidated financial statements of UnionBanCal Corporation and subsidiaries and reaepggm
on the effectiveness of internal control over financial reporting, appearing in this Annual Report on foahlrtionBanCal Corporation for the ye
ended December 31, 2005.

San Francisco, California
March 1, 2006

Section 7: EX24.1 (POWER OF ATTORNEY)

EXHIBIT 24.1
POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each of UnionBanCal Corporation and the several undersigned officers and directors w
signatures appear below, hereby makes, constitutes and appoints David I. Matson, David A. Anderson, John H. McGuckin, Jr., and Morris
and each of them acting individually, its, his and her true and lawful attorneys with power to act without any other and with full power of sut
to prepare, execute, deliver and file in its, his and her name and on its, his and her behalf, and in each of the undersigraatiaffreetds
capacity or capacities as shown below, an Annual Report on FekhfdrGhe year ended December 31, 2005, and all exhibits thereto and all
documents in support thereof or supplemental thereto, and any and all amendments or supplements to the foregoing, hereby ratifying and
all acts and things which said attorneys or attorney might do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, UnionBanCal Corporation has caused this power of attorney to be signed on its behalf, and each of the undersig
and directors, in the capacity or capacities noted, has hereunto set his or her hand as of the date indicated below.

UNIONBANCAL CORPORATION

By /sl Takashi Morimura

Name: Takashi Morimura
Title: President and Chief Executive Officer

Dated: March 1, 2006

Signature Title

/sl Aida M. Alvarez
Aida M. Alvarez Director

/s/ David R. Andrews
David R. Andrews Director

/s/ L. Dale Crandall
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L. Dale Crandall Director
/s/ Richard D. Farman
Richard D. Farman Director
/s/ Stanley F. Farrar
Stanley F. Farrar Director
/s/ Philip B. Flynn
Philip B. Flynn Director
/s/ Michael J. Gillfillan
Michael J. Gillfillan Director
/s/ Ronald L. Havner, Jr.
Ronald L. Havner, Jr. Director
/s/ Norimichi Kanari
Norimichi Kanari Director
/sl Mary S. Metz
Mary S. Metz Director
Shigemitsu Miki Director
/sl Takashi Morimura
Takashi Morimura Director
/s/ J. Fernando Niebla
J. Fernando Niebla Director
/s/ Masashi Oka
Masashi Oka Director
/sl Tetsuo Shimura
Tetsuo Shimura Director
/s/ Dean A. Yoost
Dean A. Yoost Director
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Section 8: EX24.2 (POWER OF ATTORNEY)

EXHIBIT 24.2

UnionBanCal Corporation
February 22, 2006

WHEREAS, officers of UnionBanCal Corporation (the "Corporation") have made presentations to the Audit Committee and the Board of Dire
regarding the Corporatiésfinancial results for the year ended December 31, 2005; and

WHEREAS, the Audit Committee has had an opportunity to review and comment on such results; and

WHEREAS, based on the Audit Committesadiscussion with management and the independent auditors and the Audit Commatiesv of the
representation of management and the report of the independent auditors to the Audit Committee, the Audit Committee recommended tha
Directors include the audited consolidated financial statements in the Compamual Report on Form 1K for the year ended December 31, 200
to be filed with the Securities and Exchange Commission;

NOW, THEREFORE, BE IT RESOLVED that the President and Chief Executive Officer, the Vice Chairmen and the Executive Vice President ar
Financial Officer and such other officers of the Corporation as they shall designate in writing, be, and they hereby are, authorized and emp
behalf of the Corporation to execute the ForrrKl substantially the form submitted to the Board, and file it with the Securities and Exchange
Commission pursuant to the Securities Exchange Act of 1934, as amended, and with such other governmental agencies or instrumentalitie
officers deem necessary or desirable, and to prepare, execute, deliver and file any amendment or amendments to-kheasdneyIay deem
necessary or appropriate, provided, however, that prior to filing, all proposed changes to the draftlikowhidld was presented to the Board, shi
be reviewed with the Chair of the Audit Committee, who shall determine if the substantive nature of the changes warrant further discussion
Audit Committee; and

FURTHER RESOLVED that David I. Matson, David A. Anderson, John H. McGuckin, Jr. and Morris W. Hirsch, be, and each of them with full
act without the other hereby is, authorized and empowered to prepare, execute, deliver and file theKramthalty amendment or amendments
thereto on behalf of and as attorneys for the Corporation and on behalf of and as attorneys for any of the following: the chief executive offi
financial officer, the principal accounting officer, and any other officer of the Corporation.

| certify that the foregoing resolution was adopted by the Board of Directors of UnionBanCal Corporation at the Regular Meeting of
Board held on February 22, 2006.

| further certify that the foregoing resolution now stands on the records of the books of the Corporation and has not been modifiec
or set aside in any manner whatsoever and is now in full force and effect.

Dated: February 22, 2006

/s/ John H. McGuckin, Jr.
John H. McGuckin, Jr.,

Secretary
Section 9: EX31.1 (302 CERTIFICATION)
EXHIBIT 31.1
CERTIFICATION
I, Takashi Morimura, certify that:
1. I have reviewed this annual report on Forsi{ d®UnionBanCal Corporation (the "Registrant");
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fac
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to make the statements made, in light of the circumstances under which such statements were made, not misleading with
the period covered by this report;

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

4. The Registrans other certifying officer and | are responsible for establishing and maintaining disclosure controls and proct

defined in Exchange Act Rules 13#%(e) and 15€15(e)) and internal control over financial reporting (as defined in Exchange A
Rules 13&l5(f) and 156 5(f)) for the Registrant and we have:

a)

c)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be de
under our supervision, to ensure that material information relating to the Registrant, including its consolidated sub
is made known to us by others within those entities, particutiariyng the period in which this report is being prepared

designed such internal control over financial reporting, or caused such internal control over financial reporting to k
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting ar
preparation of financial statements for external purposes in accordance with generally accepted accounting princi

evaluated the effectiveness of the Registsadisclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period cover
report based on such evaluation; and

disclosed in this report any change in the Registsanternal control over financial reporting that occurred during the
Registrants most recent fiscal quarter (the Registmfdurth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the Regisriautérnal control over financial reporting;

5. The Registrans other certifying officer and | have disclosed, based on our most recent evaluation of internal control over fi
reporting, to the Registrastauditors and the audit committee of Registeaboard of directors (or persons performing the
equivalent function):

a)

b)

Date: March 1, 2006

all significant deficiencies and material weaknesses in the design or operation of internal control over financial rep:
which are reasonably likely to adversely affect the Regisgaility to record, process, summarize and report financia
information; and

any fraud, whether or not material, that involves management or other employees who have a significant role in th
Registrants internal control over financial reporting.

By:
/s/ Takashi Morimura
Takashi Morimura
President and Chief Executive Officer

Section 10: EX31.2 (302 CERTIFICATION)

CERTIFICATION

EXHIBIT 31.2

I, David I. Matson, certify that:

1. | have reviewed this annual report on FormKLOf UnionBanCal Corporation (the "Registrant”);
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2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fac
to make the statements made, in light of the circumstances under which such statements were made, not misleading with
the period covered by this report;

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

4. The Registrans other certifying officer and | are responsible for establishing and maintaining disclosure controls and proct

defined in Exchange Act Rules 13&(e) and 15d15(e)) and internal control over financial reporting (as defined in Exchange A
Rules 13&l5(f) and 15€l5(f)) for the Registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be de
under our supervision, to ensure that material information relating to the Registrant, including its consolidated sub
is made known to us by others within those entities, particularly during the period in which this report is being prej

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to k
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting ar
preparation of financial statements for external purposes in accordance with generally accepted accounting princi

C) evaluated the effectiveness of the Registsadisclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period cover
report based on such evaluation; and

d) disclosed in this report any change in the Registsanternal control over financial reporting that occurred during the
Registrants most recent fiscal quarter (the Registmfdurth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the Regisriauérnal control over financial reporting;

5. The Registrans other certifying officer and | have disclosed, based on our most recent evaluation of internal control over fi
reporting, to the Registrastauditors and the audit committee of Registsainbard of directors (or persons performing the
equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial rept
which are reasonably likely to adversely affect the Regisgaility to record, process, summarize and report financia
information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in th
Registrants internal control over financial reporting.

Date: March 1, 2006

By:
/s/ David |. Matson
David I. Matson
Vice Chairman and Chief
Financial Officer

Section 11: EX32.1 (906 CERTIFICATION)

EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
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AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANE®XLEY ACT OF 2002

In connection with this Annual Report of UnionBanCal Corporation (the "Company") on Felknfiot@he year ending December 31, 2005 as filed
the Securities and Exchange Commission on the date hereof (the "Report"), I, Takashi Morimura, Chief Executive Officer of the Company, c¢
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Saxtegnast of 2002, that, to my knowledge:

Q) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

@)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of opera
Company.

Dated: March 1, 2006

By: /sl Takashi Morimura
Takashi Morimura
Chief Executive Officer

Section 12: EX32.2 (906 CERTIFICATION)

EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANE®XLEY ACT OF 2002

In connection with this Annual Report of UnionBanCal Corporation (the "Company") on Felknfiot@he year ending December 31, 2005 as filed
the Securities and Exchange Commission on the date hereof (the "Report"), I, David . Matson, Chief Financial Officer of the Company, cert
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the S&klayesct of 2002, that, to my knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

@)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of opera
Company.

Dated: March 1, 2006

By: /s/ David |. Matson
David |. Matson
Chief Financial Officer
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