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NOTICE OF CAPITAL ONE FINANCIAL CORPORATION’S
2010 ANNUAL STOCKHOLDER MEETING

Important Notice Regarding the Availability of Proxy Materials for
The Stockholder Meeting To Be Held On April 29, 2010

The Proxy Statement and Annual Report to Stockholders are available at www.proxyvote.com

The Annual Stockholder Meeting of Capital One Financial Corporation (‘“‘Capital One” or the “Company”) will be held at Capital One’s headquarters,
1680 Capital One Drive, McLean, Virginia 22102, on April 29, 2010, at 10:00 a.m.

Items of Business

As a stockholder you will be asked to:

1. Elect W. Ronald Dietz, Lewis Hay, III and Mayo A. Shattuck III as directors of Capital
One;
2. Ratify the Audit and Risk Committee’s selection of Ernst & Young LLP as independent

auditors of Capital One for 2010;

3. Approve, on a non-binding advisory basis, Capital One’s 2009 Named Executive Officer
compensation;
4. Consider a stockholder proposal regarding senior executive stock retention

requirements, if presented at the meeting;

5. Consider a stockholder proposal regarding board declassification, if presented at the
meeting; and

6. Transact such other business as may properly come before the meeting.

Record Date

You may vote if you held shares of Capital One common stock as of the close of business on March 1, 2010.

Proxy Voting

Your vote is important. You may vote your shares in person at the Annual Stockholder Meeting, via the Internet, by telephone or by mail. Please
refer to the section “How do I vote?” for detailed voting instructions. If you choose to vote in person at the Annual Stockholder Meeting, via the
Internet or by telephone, you do not need to mail in a proxy card.

Annual Meeting Admission

Due to space limitations, attendance is limited to stockholders and one guest each. Admission to the meeting is on a first-come, first-served
basis. Registration begins at 9:00 a.m. A valid picture identification and proof of stock ownership as of the record date must be presented in
order to attend the meeting. If you hold Capital One stock through a broker, bank, trust or other nominee, you must bring a copy of a statement
reflecting your stock ownership as of the record date. If you plan to attend as the proxy of a stockholder, you must present a legal proxy.
Cameras, recording devices and other electronic devices are not permitted.

We look forward to seeing you at the meeting.
On behalf of the Board of Directors,

John G. Finneran, Jr.
Corporate Secretary



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form DEF 14A

Capital One Financial Corporation
1680 Capital One Drive
McLean, VA 22102

March 18, 2010




Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form DEF 14A

TABLE OF CONTENTS

SECTION I - ABOUT THIS PROXY STATEMENT

SECTION II - GOVERNANCE OF CAPITAL ONE

SECTION III - SECURITY OWNERSHIP

SECTION IV — DIRECTOR COMPENSATION

SECTION V — COMPENSATION DISCUSSION AND ANALYSIS

SECTION VI - NAMED EXECUTIVE OFFICER COMPENSATION

SECTION VII - EQUITY COMPENSATION PLANS

SECTION VIII - COMPENSATION COMMITTEE REPORT

SECTION IX — AUDIT AND RISK COMMITTEE REPORT

SECTION X — ELECTION OF DIRECTORS (ITEM 1 ON PROXY CARD)

SECTION XI — RATIFICATION OF SELECTION OF INDEPENDENT AUDITORS (ITEM 2 ON PROXY CARD)
SECTION XII - ADVISORY APPROVAL OF CAPITAL ONE’S 2009 NAMED EXECUTIVE OFFICER COMPENSATION
(ITEM 3 ON PROXY CARD)

SECTION XIII - STOCKHOLDER PROPOSAL REGARDING SENIOR EXECUTIVE STOCK RETENTION
REQUIREMENTS (ITEM 4 ON PROXY CARD)

SECTION XIV — CAPITAL ONE STATEMENT IN OPPOSITION TO THE STOCKHOLDER PROPOSAL REGARDING
SENIOR EXECUTIVE STOCK RETENTION REQUIREMENTS

SECTION XV — STOCKHOLDER PROPOSAL REGARDING BOARD DECLASSIFICATION (ITEM 5 ON PROXY CARD)
SECTION XVI — CAPITAL ONE STATEMENT IN OPPOSITION TO THE STOCKHOLDER PROPOSAL REGARDING
BOARD DECLASSIFICATION

SECTION XVII - OTHER BUSINESS

65

18
21
24
36
55
58
59
60
61

62

63

64

66
67




Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form DEF 14A

SECTION I - ABOUT THIS PROXY STATEMENT

Why did I receive a Notice Regarding the Internet Availability of Proxy Materials?

In accordance with Securities and Exchange Commission (“SEC”) rules, instead of mailing printed copies of our proxy materials, we are
furnishing the proxy materials to our stockholders via the Internet. This process will save the Company the cost of printing and mailing
documents and will reduce the impact of annual meetings on the environment. Accordingly, on or about March 18, 2010, we mailed to our
stockholders a Notice Regarding Internet Availability of Proxy Materials (the “Notice”). If you received a Notice, you will not receive a printed
copy of the proxy materials unless you request one. The Notice provides instructions on how to access the proxy materials for Capital One’s 2010
Annual Stockholder Meeting (the “Annual Meeting”) via the Internet, how to request a printed set of proxy materials and how to vote your shares.

What is the purpose of the proxy materials?

The Board of Directors of Capital One is providing you these materials in connection with the 2010 Annual Meeting. All stockholders who held
shares as of the close of business on March 1, 2010 (the “record date”) are entitled to attend the Annual Meeting and to vote on the items of
business outlined in this proxy statement. If you choose not to attend the Annual Meeting, you may vote your shares via the Internet, by
telephone or by mail.

How do I access the proxy materials?

The Notice provides instructions regarding how to view our proxy materials for the 2010 Annual Meeting online. As explained in greater detail

in the Notice, to view the proxy materials and vote, you will need to visit www.proxyvote.com and have available your 12-digit Control
number(s) contained on your Notice.

How do I request paper copies of the proxy materials?

You may request paper copies of the 2010 proxy materials by following the instructions listed at www.proxyvote.com, by telephoning
1-800-579-1639 or by sending an e-mail to sendmaterial @ proxyvote.com.

What is the difference between a record holder and a holder of shares in street name?

You are a record holder if you hold Capital One shares directly in your name through Capital One’s transfer agent, Computershare Trust
Company, N.A. (“Computershare”) as a stockholder of record.

If you hold Capital One stock through a broker, bank, trust or other nominee, then you are a holder of shares in street name. As a result, you

must instruct the broker, bank, trust or other nominee about how to vote your shares. Under New York Stock Exchange (the “NYSE”) rules, if you
do not provide such instructions, the firm that holds your shares will have discretionary authority to vote your shares with respect to “routine”
matters.

Can I attend the Annual Meeting?

If you held shares of Capital One common stock as of the close of business on March 1, 2010, you may attend the Annual Meeting. Because
seating is limited, only you and a guest may attend the meeting. Admission to the meeting is on a first-come, first-served basis. Registration
begins at 9:00 a.m. You must present a valid picture identification and proof of Capital One stock ownership as of the record date. If you hold
Capital One stock in street name, you must also bring a copy of a brokerage statement reflecting your stock ownership as of the record date. If
you plan to attend as the proxy of a stockholder, you must present a legal proxy (described below). Cameras, recording devices and other
electronic devices are not permitted at the meeting.

Am I entitled to vote?
You are entitled to vote if you were the record holder of Capital One common stock as of the close of business on March 1, 2010. All
stockholders of record are entitled to one vote per share of common stock held for each matter submitted for a vote at the meeting. If you hold

your shares in street name, you may instruct your broker regarding voting your shares using the same methods described below under “How do I
vote?” On March 1, 2010, there were 456,373,968 shares of Capital One’s common stock issued and outstanding.

How do I vote?

By Internet
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You may vote via the Internet by going to www.proxyvote.com and following the instructions on the screen. Have your Notice or proxy card
available when you access the web page.
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By Telephone

You may vote by telephone by calling the toll-free telephone number on the Notice or your proxy card (1-800-690-6903), which is available 24
hours a day, and following prerecorded instructions. Have your Notice or proxy card available when you call. If you hold your shares in street
name, your broker, bank, trustee or other nominee may provide additional instructions to you regarding voting your shares by telephone.

By Mail

If you received your proxy materials by mail, you may vote by mail by marking the enclosed proxy card, dating and signing it, and returning it
in the postage-paid envelope provided, or returning it to Capital One Financial Corporation, c/o Broadridge, 51 Mercedes Way, Edgewood, NY
11717.

Time for Voting Your Shares By Internet, Telephone or By Mail

You may vote via the Internet or by telephone up until 11:59 PM Eastern Daylight Time on April 28, 2010; if you vote by mail, your proxy card
must be received by April 28, 2010.

In Person

If you are a record holder of Capital One shares, you may vote in person at the Annual Meeting. A valid picture identification and proof of stock
ownership as of the record date must be presented in order to attend the meeting. Stockholders of record also may be represented by another
person at the Annual Meeting by executing a legal proxy designating that person. See “Can I attend the Annual Meeting?” above for more
information regarding attending the Annual Meeting.

If you hold your shares in street name, you must bring a copy of a statement reflecting your stock ownership as of the record date to attend the
meeting. You must also obtain a legal proxy from your broker, bank, trust or other nominee and present it to the inspector of elections with your

ballot to be able to vote at the Annual Meeting. To request a legal proxy, please follow the instructions at www.proxyvote.com.

What if I hold my shares in street name and I do not provide my broker, bank, trustee or other nominee with instructions about how to vote my
shares?

You may instruct your broker, bank, trustee or other nominee on how to vote your shares using the methods described above. If you do not give
voting instructions to the firm that holds your shares prior to the Annual Meeting, the firm has discretion to vote your shares according to the

Board of Directors’ recommendations as shown below under “What are the Board of Directors’ recommendations?”” with respect to Items 2 and 3 on
the proxy card, both of which are considered “routine” matters. As a result of recent changes to NYSE rules, the election of members of the Board
of Directors is no longer considered a “routine” matter and, therefore, the firm that holds your shares will not have discretionary authority to vote
your shares for Item 1 if you do not provide instructions using one of the methods described above. Therefore, you are encouraged to participate

in electing directors by returning voting instructions. Likewise, the firm that holds your shares does not have discretionary authority to vote your
shares with respect to Items 4 and 5.

How do I vote my 401(k) shares?

If you participate in the Capital One Associate Savings Plan, you may vote the number of shares equivalent to your interest in the Capital One
Pooled Stock Fund as credited to your account on the record date. You will receive instructions on how to vote your shares via email from
Broadridge. The Trustee of the Associate Savings Plan will vote your shares in accordance with your duly executed instructions if they are
received by April 26, 2010. If you do not send instructions, the trustee will not vote the share equivalents credited to your account.

Can I revoke my proxy?

Yes. You may revoke any proxy that you previously granted or change your vote by:

e if you are a record holder, giving written notice of revocation to: Corporate Secretary, Capital One Financial Corporation, 1680 Capital
One Drive, McLean, VA 22102; or

e submitting another timely vote via the Internet, by telephone or by mailing a new proxy; or

e attending the Annual Meeting and voting in person. If your shares are held in street name, to vote at the Annual Meeting you must
obtain a legal proxy executed in your favor from the firm that holds your shares and bring it to the Annual Meeting.
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Your new vote must be submitted in accordance with the timeframes above under “Time for Voting Your Shares By Internet, Telephone or By
Mail.”

What constitutes a quorum?
A quorum of stockholders is necessary to transact business at the Annual Meeting. A quorum exists if the holders of a majority of Capital One’s

shares entitled to vote are present in person or represented by proxy, including proxies on which abstentions (withholding authority to vote) are
indicated. Abstentions and broker non-votes will be counted in determining if there is a quorum, but neither will be counted as votes cast.

What is a broker non-vote?
As described above, under NYSE rules, if you hold your shares in street name and you do not submit voting instructions to the firm that
holds your shares, the firm may have discretionary authority to vote your shares according to the recommendations of the Board of Directors

with respect to “routine” matters. For non-routine matters, which includes the election of directors, if you do not submit voting instructions,
the firm that holds your shares will not have discretion to vote your shares. This is called a “broker non-vote.”

Who will count the vote?

Votes will be tabulated by Broadridge. The Board of Directors has appointed a representative of Computershare to serve as the Inspector of
Elections.

Will a list of stockholders be made available?
Capital One will make a list of stockholders available at the Annual Meeting and for ten days prior to the meeting, at our offices located at 1680

Capital One Drive in McLean, Virginia. Please contact Capital One’s Corporate Secretary at (703) 720-1000 if you wish to inspect the
stockholders list prior to the Annual Meeting.

How much did the solicitation cost?
Capital One will pay the costs of the solicitation. We have retained Innisfree M&A Incorporated to assist us in the solicitation of proxies for an

aggregate fee of $15,000, plus reasonable out-of-pocket expenses. In addition to Capital One soliciting proxies via the Internet, by telephone and
by mail, our board members, officers and employees may solicit proxies on our behalf, without additional compensation.

What is “householding?”

Under SEC rules, a single package of Notices may be sent to any household at which two or more stockholders reside if they appear to be
members of the same family. Each stockholder continues to receive a separate Notice within the package. This procedure, referred to as
householding, reduces the volume of duplicate materials stockholders receive and reduces mailing expenses. Stockholders may revoke their
consent to future householding mailings by contacting Broadridge toll free at 1-800-542-1061, or by writing to Broadridge, Householding
Department, 51 Mercedes Way, Edgewood, NY 11717.

What are the Board of Directors’ recommendations?

If you properly submit a proxy without giving specific voting instructions, the individuals named as proxy holders will vote in accordance with
the recommendations of the Board of Directors (the “Board”) as follows:

For the election of W. Ronald Dietz, Lewis Hay, III and Mayo A. Shattuck III as directors of Capital One (see page 60);

For the ratification of the Audit and Risk Committee’s selection of Ernst & Young LLP as independent auditors of the Company for 2010 (see
page 61);

For the advisory approval of Capital One’s 2009 Named Executive Officer compensation (see page 62);
Against the stockholder proposal regarding senior executive stock retention requirements (see page 63); and

Against the stockholder proposal regarding board declassification (see page 65).

10
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The Board is not aware of any other matter that will be presented at the Annual Meeting. If any other matter is presented at the Annual Meeting,
the persons named on the accompanying proxy card will, in the absence of stockholder instructions to the contrary, vote such proxy at their
discretion.

11
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What vote is necessary to approve each item?

All stockholders of record are entitled to one vote per share of common stock held for each nominee for director and for each other matter
presented for a vote at the meeting.

Item 1 requests your vote for the election of three candidates for director. W. Ronald Dietz, Lewis Hay, III and Mayo A. Shattuck III will each
be elected as a director of Capital One if a majority of the votes cast on his election are voted in favor of such election. Capital One also
maintains a “majority voting” policy, which requires that any director who fails to receive a majority of votes cast in favor of his or her election
submit a resignation for the Board’s consideration. Cumulative voting for the election of directors is not permitted. For more information
regarding Capital One’s director election process see page 60.

Item 2, the ratification of the Audit and Risk Committee’s selection of Ernst & Young LLP as independent auditors of the Company for 2010,
will be approved if a majority of the votes cast on the proposal are voted in favor of the proposal.

Item 3, the advisory approval of Capital One’s 2009 Named Executive Officer compensation, will be approved if a majority of the votes cast on
the proposal are voted in favor of the proposal.

Item 4, the stockholder proposal regarding senior executive stock retention requirements, will be approved if a majority of the votes cast on the
proposal are voted in favor of the proposal.

Item 5, the stockholder proposal regarding board declassification, will be approved if a majority of the votes cast on the proposal are voted in
favor of the proposal.

As described under “How do I vote?” on page 1, under NYSE rules, if you hold your shares in street name and you do not submit voting
instructions to the broker, bank, trust or other nominee that holds your shares, the firm will have discretionary authority to vote your shares
according to the recommendations of the Board of Directors with respect to Items 2 and 3. If you do not submit voting instructions, the firm that
holds your shares will not have discretion to vote your shares with respect to Items 1, 4 and 5. Abstentions and broker non-votes are not
considered “votes cast” and thus do not have an effect on the outcome of the vote as to any of the items presented above.

4
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SECTION II - GOVERNANCE OF CAPITAL ONE

Corporate Governance

Capital One is committed to strong corporate governance. Our governance practices not only comply with applicable laws, rules and regulations,
including the Sarbanes-Oxley Act of 2002 and NYSE listing standards, but they also incorporate many emerging trends as key components of
Capital One’s controls and governance program. The Board of Directors believes that these practices are important to the future success and
growth of Capital One.

Corporate Governance Principles

We believe that sound corporate governance creates a foundation for the ethical and effective functioning of the Board, its Committees and
Capital One as a whole. It is also critical to preserving the trust of our stakeholders, including investors, associates, customers, suppliers,
governmental entities and the general public.

The Board of Directors has adopted Corporate Governance Principles to formalize the Board’s governance practices and its view of effective
governance. The Board of Directors monitors external governance developments and practices, and reviews the Corporate Governance
Principles periodically to ensure Capital One continues to implement effective governance practices. Capital One’s Corporate Governance

Principles are available free of charge on the corporate governance page of Capital One’s Internet site atwww.capitalone.com under “Investors.”

Code of Business Conduct and Ethics

Capital One is committed to honesty, fair dealing and integrity. This can only be achieved if the Board of Directors and all associates conduct
their business affairs with the utmost integrity and ethical commitment. The Board of Directors has therefore adopted the Capital One Code of
Business Conduct and Ethics (the “Code of Conduct”), which applies to all Capital One directors and associates, including Capital One’s Chief
Executive Officer, Chief Financial Officer, Chief Accounting Officer and other persons performing similar functions. The purpose of the Code
of Conduct is to guide ethical actions and working relationships by Capital One’s directors, officers and associates with investors, current and
potential customers, fellow associates, competitors, governmental entities, the media and other third parties with whom Capital One has contact.

The Code of Conduct, as amended from time to time, is available free of charge on the corporate governance page of Capital One’s Internet site

at www.capitalone.com under “Investors.” Capital One will disclose on its website any amendment to the Code of Conduct or any waiver under
the Code of Conduct granted to any of its directors or executive officers.

Board Composition and Meetings

The Board of Directors oversees Capital One’s business and directs its management. The Board does not involve itself with the day-to-day
operations and implementation of Capital One’s business. Instead, the Board meets periodically with management to review Capital One’s
performance, risks and business strategy. Directors also regularly consult with management outside of formal meetings to keep themselves
informed about Capital One’s progress. The Board met fourteen times during 2009. Each incumbent director attended at least 75% of the
aggregate of the meetings of the Board and the committees on which the director served during the year. The non-management directors meet in
executive session (without the presence of management) on a regularly scheduled basis, at least three times each year. The independent directors
of the Board meet at least annually in executive session to conduct the Chief Executive Officer’s evaluation.

Capital One expects all of its directors to attend the Annual Meeting. In 2009, all directors then serving attended the Annual Meeting.
Board Leadership Structure

Capital One is led by Mr. Richard Fairbank, who has served as Chief Executive Officer of Capital One since July 26, 1994, and as Chairman of
the Board of Directors of Capital One since February 28, 1995. Capital One’s Board of Directors is comprised of Mr. Fairbank and nine
non-management directors. The Corporate Governance Principles provide for a presiding director, to be appointed by the Board, who aids and
assists the Chairman and the remainder of the Board in ensuring effective governance in managing the affairs of the Board and Capital One.

In addition to other duties more fully described in the Corporate Governance Principles, the presiding director, currently Ms. Hackett:

e presides at all executive sessions of the Board;
e serves as a conduit to the Chief Executive Officer of the views, concerns and issues of the independent directors;
e suggests matters and issues for inclusion on the Board’s meeting agendas;

13
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e works with the Chairman of the Board and Committee chairs to ensure that agendas provide for sufficient time for discussion;
e has the authority to call meetings of the independent directors; and
e leads the annual CEO performance assessment and facilitates succession planning.

Detailed information on how to contact the Presiding Director is contained in the section entitled “How to Contact the Board and the Presiding
Director.” Additional information on the Company’s succession planning process is located in Capital One’s Corporate Governance Principles.

The Board has four standing committees: Audit and Risk, Compensation, Governance and Nominating, and Finance and Trust Oversight. Each
of these committees has a separate chair. Detailed information on each Board committee is contained in the section “Committees of the Board.”

We believe that a combined Chairman of the Board and Chief Executive Officer position, together with independent chairs for each of our Board
committees, an independent presiding director and regularly-scheduled executive sessions of the Board is the most appropriate Board leadership
structure for Capital One at this time. This structure demonstrates for our associates, customers, stockholders, investors, regulators and other
stakeholders that Capital One’s Board is committed to engaged, independent leadership and performance of its responsibilities. Experienced and
independent directors, sitting on various committees with independent chairs, oversee the Company’s operations, risks, performance and business
strategy, and have appointed a presiding director with the duties described above. The Board believes that combining the Chair and CEO
positions takes advantage of the talent and knowledge of Mr. Fairbank as the founder of Capital One and effectively combines the
responsibilities for strategy development and execution with management of day-to-day operations. It also reduces the potential for confusion or
duplication of efforts and provides clear leadership for Capital One. The Board believes that its strong governance practices, including its
supermajority of independent members, the combination of the Chairman and Chief Executive Officer roles, and its clearly defined presiding
director responsibilities, provide an appropriate balance among strategy development, operational execution and independent oversight of
Capital One.

Board’s Role in Risk Oversight

The Board believes that effective risk management and control processes are critical to Capital One’s safety and soundness, our ability to predict
and manage the challenges that Capital One and the financial services industry face, and, ultimately, Capital One’s long-term corporate success.
Management is responsible for implementing Capital One’s risk assessment and management functions and for reporting to the Board on its
processes and assessments with respect to the management of risk. The Board, in turn, both directly and through its committees, is responsible
for overseeing management’s risk functions. We evaluate risks in terms of eight risk categories: strategic, compliance, operational, reputation,
legal, credit, market and liquidity. Capital One’s Enterprise Risk Management policy, approved by the Board, summarizes Capital One’s risk
appetite for each risk category and its governance of the amount of risk the Company takes.

The Audit and Risk Committee monitors the processes by which management assesses and manages risk, as set forth
in its charter. The Chief Risk Officer, Chief Financial Officer, Chief Internal Auditor, Chief Compliance Officer,
Chief Credit Review Officer and General Counsel each meet with, or provide reports to, Capital One’s Audit and Risk
Committee at least once per quarter as well as separately with the Committee throughout the year on a periodic basis
without other members of management present. The Finance and Trust Oversight Committee oversees the guidelines
and policies that govern the process by which the Corporation assesses and manages market and liquidity risks. The
Compensation Committee assesses the risks that Capital One’s overall compensation goals and objectives, as well as
its senior executive, corporate incentive and any other programs that are reasonably likely to create a material risk to
the Company, may encourage.

The Chief Risk Officer meets at least once per quarter with the Audit and Risk Committee and the full Board, and
periodically with the Chair of the Audit and Risk Committee, the full Board, or individual members of the Board, as
appropriate, to review the Company’s enterprise risk profile, credit risk or other risk topics. In addition, the Chief
Financial Officer meets at least quarterly with the Audit and Risk Committee, the Finance and Trust Oversight
Committee or the full Board to discuss Capital One’s market risk, liquidity risk, financial results and financial
forecasts. Throughout the year, strategic presentations and line of business updates to the Board or its Committees
typically include reports on risk management.

Corporate Audit Services provides independent and objective assurance services and advice and counsel regarding risk management and control
practices to ensure that risk management, internal controls and governance systems are adequate and functioning on a consistent and reliable
basis. The Chief Internal Auditor reports organizationally to the Audit and Risk Committee of the Board, which has authority to hire, fire and

15
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Risk Assessment of Compensation Policies and Practices

The Compensation Committee actively oversees all of our compensation policies and practices, including our incentive compensation policies
and practices, to ensure that they do not encourage risk-taking beyond our ability to manage risk, are compatible with effective controls and risk
management, and align with our business strategy. From early 2009 through early 2010, partially in response to EESA and, later, the Federal
Reserve Board of Governors' October 2009 “Proposed Guidance on Sound Incentive Compensation Policies” (the "Guidance"), the Compensation
Committee reviewed and approved the overall goals and purposes of Capital One's corporate incentive program, the NEO (including the CEO)
and other senior executive compensation programs and any other programs that are reasonably likely to create a material risk to the Company for
2009 and 2010. During the course of these reviews, the Compensation Committee discussed Capital One's most significant risks, including
Capital One's status with respect to those risks and the relationship of those risks to the corporate incentive program and the NEO (including the
CEO) and other senior executive compensation programs. The Compensation Committee also discussed these programs with Capital One's
Chief Risk Officer, Chief Financial Officer and Chief Human Resources Officer and the Compensation Committee's independent compensation
consultant, as appropriate. Based on these discussions, the Compensation Committee believes that these incentive programs are consistent with
Safety and Soundness and do not contain material incentives that the Compensation Committee would expect to drive excessive risk taking.

Director Independence

The Board has assessed whether each of its non-management members is “independent” under Capital One’s Director Independence Standards, as
described below. These standards, which have been adopted by the Board as part of Capital One’s Corporate Governance Principles reflect,
among other things, the director independence requirements set forth in the listing standards of the NYSE and other applicable legal and
regulatory rules, and describe certain relationships that the Board has determined to be immaterial for purposes of determining director
independence. The Board has determined that each of Mr. Campbell, Mr. Dietz, Mr. Gross, Ms. Hackett, Mr. Hay, Mr. Leroy, Mr. Shattuck and
Mr. Warner are independent under these standards. With respect to Mr. Westreich, the Board considered a loan from Capital One, National
Association indirectly connected to Mr. Westreich and certain of his family members, as described below under “Related Person Transactions,”
and determined that Mr. Westreich is not independent.

Related Person Transactions

Capital One’s policies and procedures for the review, approval or ratification of related person transactions are set forth in the Charter of the
Governance and Nominating Committee, Capital One’s Code of Conduct and internal written procedures. The Charter of the Governance and
Nominating Committee requires it to review on an annual basis any transactions involving Capital One and any of its directors, executive
officers or their immediate family members and, as appropriate, to consider potential conflicts of interest or the appearance of potential conflicts
of interest, as well as issues relating to director independence. The Governance and Nominating Committee performs this review each year
based on the information provided by each director and executive officer on an annual questionnaire and through a review of Capital One’s
internal systems for payments or other transactions that could indicate the presence of a related person transaction. In developing its assessment
and recommendation regarding related person transactions to the Board of Directors, the Governance and Nominating Committee relies upon
criteria set forth in the Code of Conduct to evaluate activities or relationships that may create a conflict of interest, including potential related
person transactions. In addition to specific prohibitions, these criteria include the extent to which the proposed relationship would be legal,
authorized and permitted (or prohibited) by Capital One policies, as well as the potential perspective of third parties regarding such relationships.

From time to time in the ordinary course of its business, Capital One issues loans to directors, executive officers and/or nominees for director, or
a director’s, executive officer’s or director nominee’s immediate family member and/or any person sharing the household of such director,
executive officer or director nominee (other than a tenant or employee). Such loans are made on substantially the same terms, including interest
rates and collateral, as those prevailing at the time for comparable loans with persons not related to the Company and do not involve more than
the normal risk of collectability or present other unfavorable features.

Internal written procedures require that any potential conflict of interest, including related person transactions involving any of Capital One’s
directors or executive officers, be reviewed by the General Counsel (in the case of a director) and by either the General Counsel or Chief Human
Resources Officer (in the case of an executive officer). If the reviewer believes that such relationship could create a conflict of interest or require
disclosure as a related person transaction, a second review is conducted by the disinterested members of the Governance and Nominating
Committee and, ultimately, by the disinterested members of the Board of Directors (in the case of a director), or by the Chief Executive Officer
(in the case of an executive officer).

Capital One has had one related person transaction since January 1, 2009. Prior to its acquisition by Capital One in 2006, North Fork Bank (now
Capital One, National Association or the “Bank”) extended an interest-only non-recourse commercial real estate acquisition loan (with limited
capital involvement obligations by the borrower) to a limited liability company of which a son of Stanley Westreich, one of Capital One’s
directors, serves as manager through a separate entity and, together with other family members and third parties, is an investor. A family trust for
which Mr. Westreich is the trustee and residual beneficiary has indirectly invested $22.2 million in the borrower, comprising a 49% indirect
ownership interest and a $3.8 million indirect loan. The trust has no voting rights or other legal ability to control the borrower. The Bank’s loan
had an original principal amount of $37.5 million, which has been the amount outstanding at all times since May 2005; matures in May 2010;
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and is secured by commercial real estate property in New York, New York. The borrower made all required loan payments in 2009, totaling $2.1
million at a rate of 5.5% per annum. At December 31, 2009, the Bank considered this loan “classified” under applicable regulatory guidelines and
as a “potential problem” under applicable financial accounting guidelines. The borrower did not deliver the loan's interest payment due on January
1, 2010, as contractually agreed, and the loan entered past due status. The Bank is currently proceeding towards a judicial foreclosure of the
underlying property or other resolution of the loan, and does not expect to take a substantial loss with respect thereto.
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Committees of the Board

In order to assist it in fulfilling its functions, the Board of Directors conducts business through four Committees: the Audit and Risk Committee,
the Compensation Committee, the Governance and Nominating Committee and the Finance and Trust Oversight Committee. Pursuant to Capital
One’s Corporate Governance Principles and applicable law, the Audit and Risk, Compensation, and Governance and Nominating Committees are
comprised solely of independent directors. Currently, the Finance and Trust Oversight Committee is comprised solely of non-management
directors. The Chair of each Committee determines the frequency, length and agenda of meetings for his or her Committee in accordance with
such Committee’s charter, in consultation with other members of the Committee and with appropriate members of management, and establishes
an annual calendar of topics for consideration by the Committee. The Chair of each Committee may also seek comments on key issues from
other directors who are not part of the Committee, and reports Committee activities to the full Board. In January 2010, each Committee and the
Board of Directors approved the respective Committee’s amended and restated charter. Copies of the charter of each Committee are available

free of charge on the Corporate Governance page of Capital One’s Internet site atwww.capitalone.com under “Investors.” Below is a description of
each Committee:
Audit and Risk Committee

Description

The Audit and Risk Committee is generally responsible for overseeing Capital One’s accounting, financial reporting, internal controls and risk
assessment and management processes.

Key Responsibilities

® Monitor the integrity of Capital One’s financial statements and internal controls;

® Monitor Capital One’s compliance with legal and regulatory requirements;

® Review the qualifications, independence and performance of Capital One’s independent auditor;

® Appoint, compensate, retain and oversee Capital One’s independent auditor;

o Assess the performance of Capital One’s Chief Internal Auditor and Chief Credit Review Officer; and
® Monitor the processes by which management assesses and manages risk.

The Committee may delegate authority for certain responsibilities to subcommittees or members of management as
the Committee deems appropriate and as permitted by law.

Financial Expert

Although other members of the Audit and Risk Committee may qualify as “audit committee financial experts” under the Sarbanes-Oxley Act of
2002 and the rules of the Securities and Exchange Commission and the NYSE promulgated thereunder, the Board has designated Mr. Dietz as its
“audit committee financial expert.”

Service

No member of the Audit and Risk Committee simultaneously serves on the audit committees of more than three public companies, including that
of Capital One, except for Mr. Gross. The Board of Directors has determined, in accordance with NYSE rules, that Mr. Gross’ simultaneous
service does not impair his ability to effectively serve on Capital One’s Audit and Risk Committee.

2009 Meetings

During 2009, the Audit and Risk Committee met twelve times.
Governance and Nominating Committee

Description

The Governance and Nominating Committee assists the Board of Directors with respect to a variety of corporate governance matters and
practices.
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Key Responsibilities

e Advise the Board on its organization, membership and function;

¢ Identify and recommend director nominees and the structure and membership of each Committee of the
Board;

¢ Advise and recommend action on corporate governance matters applicable to Capital One; and

® Oversee the Board’s and the Chief Executive Officer’s annual evaluation processes and ensure that the directors
engage in periodic discussions to plan for the Chief Executive Officer’s succession.

The Committee may delegate authority for certain responsibilities to subcommittees or members of management as
the Committee deems appropriate and as permitted by law.
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2009 Meetings

During 2009, the Governance and Nominating Committee met four times.
Compensation Committee

Description

The Compensation Committee assists the Board by reviewing and recommending officer titles and roles to the Board; overseeing and
recommending benefit plans for Capital One associates to the Board; recommending compensation and benefit plans for the directors, the Chief
Executive Officer and senior management to the Board’s independent directors; reviewing and approving the Committee’s report, and reviewing
and recommending Capital One’s Compensation Discussion and Analysis disclosure for inclusion in this proxy statement; and carrying out such
other responsibilities and activities as may be required by law or regulation.

Key Responsibilities

e Recommend director compensation to the Board of Directors;

e Recommend to the Board of Directors officers for election or re-election or the manner in which such officers will be chosen;

e Evaluate and recommend to the independent directors the Chief Executive Officer’s compensation in light of the independent directors’
assessment of his performance and anticipated contributions with respect to Capital One’s strategy and objectives;

e Recommend the salary levels, incentive awards, perquisites and termination arrangements for executive officers, other than the Chief
Executive Officer, to the independent directors and the hiring or promotion of such executive officers to the Board;

e Review the Corporation’s goals and objectives relevant to compensation; oversee the Corporation’s policies and programs relating to
compensation and benefits available to officers of the Corporation to ensure that they align with such goals and objectives; review
relevant market data in establishing compensation and benefits programs;

e Periodically assess the risks that the Corporation’s overall compensation goals and objectives, and any material incentive compensation
plans or programs, may encourage;

e Oversee other compensation and benefit programs and recommend benefit plans to the Board for approval;

e Administer Capital One’s 2004 Stock Incentive Plan, 2002 Associate Stock Purchase Plan and other employee benefit plans; and

e Recommend the inclusion of the Compensation Discussion and Analysis in the annual proxy statement or annual Form 10-K.

The independent directors of the Board may meet concurrently with the Compensation Committee, as appropriate, to review and approve
compensation for the Chief Executive Officer and other executive officers.

The Committee may also delegate authority for certain responsibilities to subcommittees or members of management as the Committee deems
appropriate and as permitted by law.

Compensation Committee Interlocks and Insider Participation

No interlocking relationship exists between any member of Capital One’s Board of Directors or Compensation Committee and any member of
the board of directors or compensation committee of any other company, nor has any such interlocking relationship existed in the past. No
member of the Compensation Committee is or was formerly an officer or an employee of Capital One.

Compensation Committee Consultant

The Compensation Committee has the authority to retain and terminate legal counsel and other consultants and to approve such consultants’ fees
and other retention terms. The Committee has retained the services of Frederic W. Cook & Co., Inc., an independent executive compensation
consulting firm (the “Consultant”). The Consultant reports to the Chair of the Committee and its engagement may be terminated by the Committee
at any time.

The Committee determines the scope and nature of the Consultant’s assignments. In 2009, the Consultant:

21



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form DEF 14A

e Provided to the Committee independent competitive market data and advice related to the Chief Executive Officer, the other executive
officers and director compensation, including the development of a group of comparator companies for purposes of competitive
benchmarking;

e Reviewed for the Committee management-provided market data and recommendations on the design of compensation programs for
senior executives other than the Chief Executive Officer;

e Reviewed for the Committee Capital One’s executive compensation levels, performance and the design of incentive programs;

® Reviewed the compensation program for Capital One’s directors and provided competitive compensation data

and director compensation program recommendations to the Committee for review; and
e Provided information to the Committee on executive and director compensation trends and analyses of the implications of such trends
for Capital One.

The Consultant generally attends Committee meetings and executive sessions upon the Chair of the Committee’s request, including meetings
held jointly with the independent directors to review or approve the Chief Executive Officer’s, the other executive officers’ and the directors’
compensation.

The Consultant may also be present for Committee meetings during which compensation for senior executives other than the Chief Executive
Officer is discussed to provide an independent perspective regarding such compensation practices.

The services provided by the Consultant are limited in scope as described above. The Consultant does not provide any services to the Company
or its management other than the services provided to the Compensation Committee described above.

2009 Meetings

During 2009, the Compensation Committee met eight times.
Finance and Trust Oversight Committee

Description

The Finance and Trust Oversight Committee assists the Board of Directors in overseeing Capital One’s management of liquidity, capital and
financial (or market) risks, as well as the trust activities of Capital One, National Association, a subsidiary of Capital One.

Key Responsibilities
e Monitor Capital One’s significant capital and funding transactions;
e Monitor liquidity and financial (or market) risks, as well as Capital One’s fiduciary activities and exposures;
e Oversee Capital One’s debt funding and capital programs;
e Oversee management and monitor execution of Capital One’s wholesale and retail funding plans;

o Recommend the payment of dividends on Capital One’s common stock to the Board of Directors; and
e Exercise general oversight of the trust activities of Capital One, National Association.

The Committee may delegate authority for certain responsibilities to subcommittees or members of management as
the Committee deems appropriate and as permitted by law.

2009 Meetings

During 2009, the Finance and Trust Oversight Committee met five times.

10
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Committee Membership

The table below provides a summary of the Board’s current Committee structure, membership and related information.

Audit Committee Financial

Chair Member Expert
. . . Finance and Trust Governance and
Audit and Risk Compensation . .
. . Oversight Nominating
Committee Committee : .
Committee Committee

E.R. Campbell

W. Ronald Dietz
Patrick W. Gross
Ann Fritz Hackett
Lewis Hay, III
Pierre E. Leroy
Mayo A. Shattuck III
Bradford H. Warner

Stanley Westreich

Director Nomination Process

The Governance and Nominating Committee considers and makes recommendations to the Board concerning nominees to create or fill open
positions within the Board. Stockholders may propose nominees for consideration by the Committee by submitting the names and other relevant
information as required by Capital One’s Amended and Restated Bylaws to the Corporate Secretary, with a copy to the Chair of the Committee,
at the address set forth on the Notice of Annual Stockholder Meeting.

Director candidates, other than current directors, may be interviewed by the Chair of the Governance and Nominating Committee, other
directors, the Chief Executive Officer and/or other members of senior management. The Committee considers the criteria described below, as
well as the results of interviews and any background checks the Committee deems appropriate, in making its recommendation to the Board. The
Committee also considers current directors for re-nomination in light of the criteria described below and their past and potential contributions to
the Board.

Consideration of Director Nominees

All director candidates, including incumbent directors and those recommended by stockholders, are evaluated using the same criteria. These
criteria are as follows:

¢ Candidates will represent diversity of experience and possess a strong educational background, substantial
tenure and breadth of experience in leadership capacities, and business and financial acumen;

¢ Candidates may also be selected for their background relevant to Capital One’s business strategy, their
understanding of the intricacies of a public company, their international business background and their
experience in risk management; and

e Other relevant criteria may include a reputation for high personal and professional ethics, integrity and
honesty, good character and judgment, the ability to be an independent thinker, and diversity along a variety
of dimensions, including the candidate’s professional and personal experience, background, perspective and
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viewpoint.

The Governance and Nominating Committee and the Board believe that diversity along multiple dimensions, including opinions, skills,
perspectives, personal and professional experiences and other differentiating characteristics, is an important element of its nomination
recommendations. The Board considers each nominee in the context of the Board as a whole, with the objective of assembling a Board that can
best maintain the success of Capital One’s business. Although the Board does not have a formal diversity policy, the Governance and Nominating
Committee and the Board periodically review the Board’s membership in light of Capital One’s business model and strategic objectives, consider
whether the directors possess the requisite skills, experience and perspectives to oversee the Company in achieving those goals, and may seek
additional directors from time to time as a result of its considerations.

11
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How to Contact the Board and the Presiding Director

Interested parties may make their concerns known to the Board or non-management directors as a group by contacting the Presiding Director,
care of the Corporate Secretary, at the address below:

Presiding Director
Board of Directors
c/o Corporate Secretary’s Office
Capital One Financial Corporation
1680 Capital One Drive
McLean, Virginia 22102

Communications may also be sent to individual directors at the same address.

The Corporate Secretary reviews all communications sent to the Board, Committees or individual directors and forwards all substantive
communications to the appropriate parties. Communications to the Board, the non-management directors or any individual director that
relate to Capital One’s accounting, internal accounting controls or auditing matters are referred to the Chair of the
Audit and Risk Committee and Capital One’s Chief Internal Auditor. Other communications are referred to the
Presiding Director, the Chair of the appropriate Committee and/or the specified director, as applicable.

Information about our Directors and Executive Officers

Capital One’s current executive officers and directors, who are nominated for election or who are continuing to serve

their terms after the Annual Meeting, are listed below with a brief description of their business experience.

Directors

All of our directors have demonstrated business acumen, the ability to exercise sound judgment and a commitment of

service to Capital One and the Board. Our directors also bring to our Board a wealth of executive leadership

experience derived from their service as executives and, in many cases, chief executive officers, of large corporations.

We also believe that all of our directors have a reputation for integrity, honesty and adherence to high ethical

standards. Set forth below is each director’s biographical information and a description of the nature of each director’s

experience that the Board believes supports his or her continuing service as a director.

12
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Richard D. Fairbank, 59
Chairman, Chief Executive Officer and President

Mor. Fairbank is founder, Chairman, Chief Executive
Officer and President of Capital One Financial
Corporation. Mr. Fairbank also serves as Chairman of
Capital One Bank (USA), National Association and
Capital One, National Association.

Mr. Fairbank was appointed as the Fifth Federal Reserve

Edward R. “Bo” Campbell, 69
Director

Mr. Campbell has been an active investor primarily in oil
and gas, land and timber, and banking since 1970. He had
an extensive banking career at Pioneer Bancshares, a
Louisiana-based bank holding company, where he was
President and CEO before becoming Chairman of the
Board of Directors, and Hibernia National Bank,
headquartered in Louisiana, where he also served as

District’s representative on the Federal Advisory Council, Director and Chairman of the Board of Directors from

effective January 1, 2010. As a member of the Council,
he will confer periodically with the Board of Governors

2003 until its acquisition by Capital One in 2005.

of the Federal Reserve System on business conditions and He has been a director of Capital One Financial

issues related to the banking industry. Mr. Fairbank also
served on MasterCard International’s Global Board of

Directors from February 2004 until May 2006 and, prior
to that, as Chairman of MasterCard's U.S. Region Board.

Mr. Fairbank’s experience in leading the business as
founder and CEO of Capital One, his responsibilities for
the strategic direction and management of Capital One’s
day-to-day operations, and his roles with the Federal
Advisory Council and MasterCard International bring
broad industry and specific institutional knowledge and
experience to the Board.

W. Ronald Dietz, 67

Director

Since 2004, Mr. Dietz has been President, Chief
Executive Officer and a director of W.M. Putnam

Corporation since November 16, 2005, and is also a
director of Capital One, National Association. He has
served on the Finance and Trust Oversight Committee
since November 2005 and on the Compensation
Committee since April 2006.

As the former chief executive officer of a community bank
and former Chairman of a national bank, Mr. Campbell
brings valuable experience to the Board in overseeing,
among other matters, Capital One’s banking business.

Patrick W. Gross, 65
Director

Mr. Gross is Chairman of The Lovell Group, a private
business and technology advisory and investment firm he

Company (“Putnam”), a nationwide provider of outsourcedounded in 2002 to work with private venture-funded

facilities management services to companies with
networks of offices or retail stores. Mr. Dietz joined
Putnam in January 2001 as President and a

director. Previously, he was a Managing Partner of
Customer Contact Solutions, LLC (“CCS”), an advisory
firm offering services in a broad range of

customer treatment and call center performance and risk
management areas.

Mr. Dietz has been a director of Capital One Financial

technology companies on a range of business, management
and financial strategies. Prior to his role with Lovell, he
was a founder, and served as a principal executive officer
from 1970 to 2002, of American Management Systems,
Inc. (“AMS”), an information technology, consulting,
software development and systems integration firm.

He has been a director of Capital One Financial
Corporation since February 28, 1995 and is also a director
of Capital One, National Association. He has been a

Corporation since February 28, 1995 and is also a directormember of the Audit and Risk Committee since March

of Capital One Bank (USA), National Association and

1995 and the Compensation Committee since April

Capital One, National Association. He has been Chair of 2005. He served as Chair of the Governance and
the Audit and Risk Committee since 1995 and has been a Nominating Committee from September 2002 through

member of the Finance and Trust Oversight Committee
since July 2003. He qualifies as an “audit committee
financial expert” under SEC guidelines and has been

April 2007 and as a member of the Governance and
Nominating Committee since April 2008. He previously
served on the Finance and Trust Oversight Committee

Capital One’s designated “audit committee financial expeftrom April 2007 to April 2008 and as Presiding Director
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since January 2003.

Mr. Dietz’s experience in financial services, risk

from September 2003 to April 2007.

Mr. Gross is currently a director of the following

management, consulting, venture management, customer pyblicly-held companies: Career Education Corporation;
experience and call center performance, developed during [ jquidity Services, Inc.; Taleo Corporation; Waste

his positions with Putnam and CCS as well as earlier
roles with Citigroup and American Savings Bank, helps
him bring valuable knowledge to the Board on these and
other matters.

Management, Inc.; and Rosetta Stone. In addition to
Capital One, he serves on four other public company Audit
Committees. Mr. Gross also served on the boards of
Mobius Management Systems, Inc. from 2002 through
2007 and of Computer Network Technology Corporation
from 1997 through 2006.

Mr. Gross’s experience in applying information technology,
advanced data analytics, and risk management analytics
within global financial services firms, as well as his roles

in founding and leading AMS and with other public
company boards, assists the Board in overseeing, among
other matters, Capital One’s entrepreneurial innovations
and information systems.

13
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Ann Fritz Hackett, 56 Lewis Hay, III, 54
Director Director

Ms. Hackett has been President of Horizon Consulting ~ Mr. Hay has been Chairman and Chief Executive Officer

Group, LLC since she founded the company in 1996. of FPL Group, Inc., an organization focused on energy
Horizon Consulting Group provides strategic, related products and services, since January 2002. He
organizational and human resources advice to clients joined FPL Group, Inc. in 1999 as Vice President, Finance
worldwide. She has worked with boards of directors, and Chief Financial Officer and became President of FPL
Chief Executive Officers and senior executives to identifyEnergy, LLC in March 2000. He became a director and the
strategic opportunities and execute solutions during President and Chief Executive Officer of FPL Group in
periods of business and financial challenges. Prior to June 2001. Prior to joining FPL Group, Mr. Hay was
Horizon Consulting, Ms. Hackett was Vice President and Executive Vice President and Chief Financial Officer of
Partner of a leading national strategy consulting US Food Service, where he was responsible for finance

firm where she served on the Management Committee  and accounting, treasury, credit, investor relations, mergers
and, among other assignments, led Human Resources and and acquisitions, and information systems.
developed her expertise in managing cultural change,

creating performance management processes and Mr. Hay has been a director of Capital One Financial
a performance-based culture, nurturing leadership talent Corporation since October 31, 2003, and is also a director
and planning for executive succession. of Capital One Bank (USA), National Association. He has

served on the Compensation Committee since April 2004,

Ms. Hackett has been a director of Capital One Financial the Finance and Trust Oversight Committee, of which he is
Corporation since October 27, 2004, and is also a director Chair, since April 2005, and the Governance and

of Capital One Bank (USA), National Association. She ~Nominating Committee since April 2007. He is also a

has served on the Audit and Risk and Governance and  director of Harris Corporation where he is a member of the
Nominating Committees since October 2004 and on the ~Audit Committee and chairs the Corporate Governance
Compensation Committee since April 2005. Ms. Hackett Committee. He also serves as the Chair of FPL Group's
became the Chair of the Governance and Nominating Executive Committee.

Committee and Presiding Director in April 2007. She also
is a director of Fortune Brands, Inc. and sits on Fortune’s
Nominating and Corporate Governance and
Compensation and Stock Option Committees. Ms.

Hackett was also a director of Woodhead Industries, Inc. 3 ‘ :
from 1996 through 2006 where she chaired the Human and serving on other public company boards, provides the

Resources Committee and served on the Governance and B0ard with valuable insight on these and other matters.
Audit Committees.

Mr. Hay’s experience in leading finance and accounting,
treasury, credit, investor relations, mergers and
acquisitions, and information systems functions, as well as
his experience in leading a large, publicly-held company

Ms. Hackett has experience in leading change initiatives,
talent management, succession planning, and in creating
performance management processes and
performance-based compensation. She also has
experience in corporate governance and risk matters as a
result of her participation with public company boards of
directors and related governance committees, non-profit
boards and consulting engagements. This combination of
skills assists the Board in its discussions on these and
other matters.
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Pierre E. Leroy, 61
Director

Mr. Leroy retired in 2005 from Deere & Company as

Mayo A. Shattuck III, 55
Director

Mr. Shattuck has been President and Chief Executive

President of both the Worldwide Construction & Forestry Officer of Constellation Energy Group, a leading supplier

Division and the Global Parts Division. Deere &
Company is a world leader in providing advanced
products and services for agriculture, forestry,
construction, lawn and turf care, landscaping and
irrigation, and also provides financial services worldwide
and manufactures and markets engines used in heavy
equipment. During his professional career with Deere, he
served in a number of positions in Finance, including
Treasurer, Vice-President and Treasurer, and Senior
Vice-President and Chief Financial Officer.

Mr. Leroy has been a director of Capital One Financial
Corporation since September 1, 2005, and is also a
director of Capital One, National Association. He joined
Capital One’s Audit and Risk, Compensation, and
Governance and Nominating Committees in September
2005, July 2006 and April 2006, respectively.

Mr. Leroy has been a director of Fortune Brands, Inc.
since September 2003, where he serves on the Audit and
Compensation and Stock Option Committees. He has
been a director of RSC Holdings, Inc. since May 2008,
where he serves on the Audit and Risk Committee and
chairs the Compensation Committee. Mr. Leroy also
served on the Board of ACCO Brands from August 2005
to April 2009 and of Nuveen Investments, Inc. from
March 2006 to April 2007.

Mr. Leroy’s experience in capital markets and
asset-liability management, as well as leading
and managing large complex international marketing,

engineering and manufacturing organizations and serving
on other public company boards, provides the Board with

valuable insight on these and other matters.

of electricity to large commercial and industrial customers,
since November 2001 and was elected Chairman of the
Board in July 2002. Previously, Mr. Shattuck was
Co-Chairman and Co-Chief Executive Officer of DB Alex.
Brown, LLC and Deutsche Banc Securities, Inc., was an
investment analyst at Morgan Guaranty Trust Company
and was a strategy consultant at Bain & Company, where
he gained experience in corporate finance, capital markets,
risk management and private banking.

He has been a director of Capital One Financial
Corporation since October 31, 2003. He has served on the
Compensation Committee since April 2004 and became its
Chairman in April 2005. He has also served on the Finance
and Trust Oversight Committee since December 2003 and
was its Chair from April 2004 through April 2005. Mr.
Shattuck is also a director of Gap, Inc. where he serves on
the Governance and Nominating Committee and chairs the
Audit and Finance Committee. He also serves as the Chair
of Constellation’s Executive Committee.

Mr. Shattuck’s experience in corporate finance, capital
markets, risk management and private banking, as well as
his experience in leading a large, publicly-held company
and serving on other public company boards, provides the
Board with valuable insight on these and other matters.
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Bradford H. Warner, 58
Director

Mr. Warner served in a variety of positions at
BankBoston, FleetBoston and Bank of America from
1975 until his retirement in 2004. These positions
included President of Premier and Small Business
Banking, Executive Vice President of Personal Financial
Services, and Vice Chairman of the Investment Services
and Consumer Business Group.

Throughout his banking career, Mr. Warner served in

leadership roles for many of the major business lines and from March 1995 through April 2005. He has also served

Stanley Westreich, 72
Director

Mr. Westreich was President of Westfield Realty, Inc., a
real estate development and construction company, from
1965 to 2005.

He has been a director of Capital One Financial
Corporation since July 26, 1994 and is also a director of
Capital One Bank (USA), National Association. He

served as a member of the Compensation Committee from
March 1995 through February 2010 and was its Chairman

functional disciplines that constitute commercial banking, on the Finance and Trust Oversight Committee since April

including leadership of retail and branch banking,
consumer lending (credit cards, mortgage and home
equity), student lending and small business; various
corporate banking functions, including community
banking and capital markets businesses, such as
underwriting, trading and sales of domestic and
international fixed income securities, foreign exchange
and derivatives; international banking businesses in
northern Latin America and Mexico; and several
investment related businesses, including private banking,
asset management and brokerage. He also served on the
senior most management policy and governance
committees at BankBoston, FleetBoston and Bank of
America.

Mr. Warner became a director of Capital One Financial
Corporation in April 2008 and also serves as a director of
Capital One, National Association. He has been a
member of the Audit and Risk and Finance and Trust
Oversight Committees since April 2008.

Mr. Warner’s experience in a broad range of commercial,
consumer, investment and international banking
leadership roles, as well as his experience in corporate
banking functions, customer relationships and corporate
culture change management, bring valuable insight to the
Board in overseeing, among other matters, a broad range
of matters critical to Capital One’s banking business.

16

2004.

Mr. Westreich’s experience with Capital One and in leading
a large commercial real estate firm brings valuable insight

to the Board in overseeing, among other matters, a wide
range of banking and business matters from both a
leadership and a customer perspective.
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Executive Officers

Robert M. Alexander, 45
Chief Information Officer

Mr. Alexander joined Capital One in April 1998. From
April 1998 to May 2007, Mr. Alexander had
responsibility at various times for a number of Capital
One’s lending businesses, including the U.S. consumer
credit card and installment loan businesses. Mr.
Alexander became Chief Information Officer in May
2007, and in this role he is responsible for overseeing all
technology activities for Capital One.

John G. Finneran, Jr., 60

General Counsel and Corporate Secretary

Mr. Finneran joined Capital One in September 1994.
Since that time, he has served as General Counsel and
Corporate Secretary and is responsible for managing
Capital One’s legal, governmental affairs, corporate
governance, brand, regulatory relations and corporate
affairs departments. He also manages Capital One’s
internal audit department for administrative purposes.

Lynn A. Pike, 53
President, Banking

Ms. Pike joined Capital One in April 2007 as Chief
Operating Officer for the Banking Segment and became
President, Banking in August 2007. Ms. Pike has over 30
years of banking and community development expertise.
She joined Capital One from Bank of America
Corporation, where she served from April 2004 to April
2007 as president of Business Banking and as president
of Bank of America California. Ms. Pike also serves as a
director of Capital One, National Association.

Ryan M. Schneider, 40

President, Card

Mr. Schneider joined Capital One in December 2001.
From December 2001 to December 2007, Mr. Schneider
held a variety of positions within Capital One including
President, Auto Finance and Executive Vice President,
US Card. Mr. Schneider became President, Card in
December 2007, and in this role he is responsible for all
of Capital One’s consumer credit card lines of business,
including those in the United States, the United Kingdom
and Canada. Mr. Schneider also serves as a director of
Capital One Bank (USA), National Association.

Jory A. Berson, 39
Chief Human Resources Officer

Mr. Berson joined Capital One in 1992. From 1992 to June
2009, Mr. Berson held a variety of roles at Capital One,
including President, Financial Services and President, U.S.
Card. In June 2009, Mr. Berson became Chief Human
Resources Officer, and in this role Mr. Berson is
responsible for overseeing Capital One’s Human Resources
strategy, recruitment efforts, development programs and
corporate real estate portfolio.

Gary L. Perlin, 58

Chief Financial Officer, Principal Accounting Officer

Mr. Perlin joined Capital One in July 2003, and since that
time he has served as Capital One’s Chief Financial
Officer. Mr. Perlin is responsible for Capital One’s
corporate finance, corporate accounting and reporting,
planning and financial risk management, treasury and
investor relations functions. Mr. Perlin also serves as a
director of Capital One, National Association and Capital
One Bank (USA), National Association.

Peter A. Schnall, 46

Chief Risk Officer

Mr. Schnall joined Capital One in August 1996. From
August 1996 to October 2002, Mr. Schnall served in a
variety of roles at Capital One. From October 2002 until
June 2006, he served as Chief Credit Officer. Mr. Schnall
has been Chief Risk Officer since June 2006, and in this
role he is responsible for overseeing Capital One’s credit,
compliance, operational and enterprise risk management
functions.

Sanjiv Yajnik, 53
President, Financial Services

Mr. Yajnik joined Capital One in 1998. From 1998 to June
2009, Mr. Yajnik held a number of positions within
Capital One’s European credit card business, Canadian
credit card business and small business services
organization. Mr. Yajnik became President, Financial
Services in June 2009, and in this role he is responsible for
overseeing Capital One’s auto finance, small business and
mortgage businesses. Prior to joining Capital One, Mr.
Yajnik held a broad range of positions, including General
Manager at Circuit City Stores (USA), Market Manager at
PepsiCo (Canada), and Chief Engineer at Mobile Oil
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(International).
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SECTION III — SECURITY OWNERSHIP

Security Ownership of Certain Beneficial Owners

Based on Schedule 13G filings submitted to the SEC, Capital One was aware of the following beneficial owner of more than 5% of Capital One’s
outstanding common stock.

Name and Address Amount and Nature of Beneficial Ownership (1) Percent of Class
Dodge & Cox (2)
555 California Street, 40th Floor 56,953,766 12.7%

San Francisco, CA 94104

(1) Beneficial ownership is determined under SEC Rule 13d-3(d)(1). The information contained in this table is
based on Schedule 13G reports filed with the SEC and the ownership interests indicated are current only as of
the dates of filing with the SEC, as indicated below.

(2 On a Schedule 13G (Amendment No. 6) filed on February 12, 2010, Dodge & Cox reported beneficial
ownership as of December 31, 2009 of 56,953,766 shares of Capital One’s common stock, which positions in the
aggregate represented 12.7% of Capital One’s outstanding common stock as of December 31, 2009. According to
this Schedule 13G, Dodge & Cox has sole voting power with respect to 54,229,716 shares, shared voting power
with respect to 107,600 shares, sole investment power with respect to 56,953,766 shares and shared investment
power with respect to no shares. The securities reported on this Schedule 13G are beneficially owned by clients
of Dodge & Cox, which clients may include investment companies registered under the Investment Company
Act and/or employee benefit plans, pension funds, endowment funds or other institutional clients. Dodge & Cox
certified in its Schedule 13G (Amendment No. 6) that the securities referred to above were acquired in the
ordinary course of business and were not acquired for the purpose of and do not have the effect of changing or
influencing the control of the issuer of such securities and were not acquired in connection with or as a
participant in any transaction having such purpose or effect.
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Security Ownership of Directors and Named Executive Officers

The following table lists the beneficial ownership of Capital One’s common stock as of January 31, 2010, by our
directors, the Named Executive Officers (the “NEOs”) and all directors and executive officers as a group.

Name

Number of Shares or Units
Common Stock (1)  Unvested

Stock Issuable Upon  Total Amount and Percent of Class
Restricted Stock 5 X 4
Exercise of Options  Nature of Q)
Within 60 Days (2) Beneficial
Ownership (3)
Richard D. Fairbank 2,250,091 0 4,375,820 6,625,911 5) 1.44%
Gary L. Perlin 31,127 174,193 681,873 887,193 *
Lynn A. Pike 30,052 129,411 220,942 380,405 *
John G. Finneran, Jr. 102,753 75,550 431,751 610,054 *
Peter A. Schnall 93,962 122,239 506,511 722,712 *
E. R. Campbell 33,019 0 1,010 404,865 (6) *
'W. Ronald Dietz 5,222 0 126,205 131,427 (@) *
Patrick W. Gross 7,539 0 143,703 151,242 ®) *
Ann Fritz Hackett 15,650 0 12,895 28,545 ) *
Lewis Hay, IIT 922 0 27,115 29,843 (10) *
Pierre E. Leroy 4,900 0 20,703 25,603 (11) *
Mayo A. Shattuck III 1,589 0 26,719 28,308 (12) *
Bradford H. Warner 11,500 0 0 14,640 (13) *
Stanley Westreich 84,929 0 134,328 675,257 (14) *
All directors and executive
officers as a group (18 2,840,371 864,947 7,560,907 12,104,654 (15) 2.63%
persons)
k

(1)

(@)

3

C)

Less than 1% of the outstanding shares of common stock.

The inclusion of any shares of common stock deemed beneficially owned does not constitute an admission of
beneficial ownership of these shares.

In accordance with the rules of the SEC, each stockholder is deemed to beneficially own any shares subject to
stock options that are exercisable on or within 60 days after January 31, 2010.

To Capital One’s knowledge, all executive officers and directors beneficially own the shares shown next to their
names either in their sole names or jointly with their spouses, unless indicated otherwise. The column “Total
Amount and Nature of Beneficial Ownership” includes: (i) shares of common stock; (ii) shares of common stock
subject to options (stock options) and shares of restricted stock and restricted stock units granted under Capital
One’s 1994 Stock Incentive Plan (the “1994 Stock Incentive Plan™), Capital One’s 1999 Stock Incentive Plan (the
“1999 Stock Incentive Plan”), Capital One’s 1995 Non-Employee Directors Stock Incentive Plan (the “1995
Directors Plan”), Capital One’s 1999 Non-Employee Directors Stock Incentive Plan (the “1999 Directors Plan”)
and Capital One’s 2004 Stock Incentive Plan (the “2004 Stock Incentive Plan”), each as amended or restated from
time to time, that are or will become exercisable or that are or will be vested within 60 days of January 31,

2010; and (iii) shares of common stock held by the executive officers under Capital One’s 1994 Associate Stock
Purchase Plan or 2002 Associate Stock Purchase Plan (the “Stock Purchase Plans”), each as amended or restated
from time to time. Shares of restricted stock have voting rights but are not transferable until the end of the

period of restriction.

All percentage calculations are based on the number of shares of common stock issued and outstanding on
January 31, 2010, which was 455,293,746. In addition, for the purpose of calculating each director’s or officer’s
percentage of shares outstanding, any shares of common stock subject to outstanding stock options held by such
person that are exercisable on or within 60 days after January 31, 2010 are deemed to be outstanding shares of
common stock.
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Does not include 241,680 restricted stock units for which Mr. Fairbank disclaims beneficial ownership of the
underlying shares until their delivery date. Delivery of any shares of common stock underlying these restricted
stock units is deferred until Mr. Fairbank’s employment with the Company ends.

Includes 181,486 shares owned by Campbell Capital, LLC, 181,486 shares owned by Campbell Capital II, LLC
and 7,864 shares owned by the E.R. Campbell Family Foundation for which Mr. Campbell holds voting and
investment power. Does not include 500,000 shares held in a Grantor Retained Annuity Trust, of which

Mr. Campbell is not a trustee, and 18,834 restricted stock units for which Mr. Campbell disclaims beneficial
ownership of the underlying
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shares until their delivery date. Delivery of any shares of common stock underlying a
director’s restricted stock units is deferred until the director’s service with the Board
ends.

@) Does not include 20,414 restricted stock units for which Mr. Dietz disclaims beneficial
ownership of the underlying shares until their delivery date. Delivery of any shares of
common stock underlying a director’s restricted stock units is deferred until the
director’s service with the Board ends.

®) Does not include 20,414 restricted stock units for which Mr. Gross disclaims
beneficial ownership of the underlying shares until their delivery date. Delivery of any
shares of common stock underlying a director’s restricted stock units is deferred until
the director’s service with the Board ends.

©)] Does not include 20,414 restricted stock units for which Ms. Hackett disclaims
beneficial ownership of the underlying shares until their delivery date, and 5,000
shares held by Ms. Hackett’s spouse. Delivery of any shares of common stock
underlying a director’s restricted stock units is deferred until the director’s service with
the Board ends.

(10) Includes 1,806 shares held by the Hay Family Limited Partnership, for which Mr. Hay
holds voting and investment power. Does not include 20,414 restricted stock units for
which Mr. Hay disclaims beneficial ownership of the underlying shares until their
delivery date. Delivery of any shares of common stock underlying a director’s
restricted stock units is deferred until the director’s service with the Board ends.

(11) Does not include 19,414 restricted stock units for which Mr. Leroy disclaims
beneficial ownership of the underlying shares until their delivery date. Delivery of any
shares of common stock underlying a director’s restricted stock units is deferred until
the director’s service with the Board ends.

(12) Does not include 20,414 restricted stock units for which Mr. Shattuck disclaims
beneficial ownership of the underlying shares until their delivery date. Delivery of any
shares of common stock underlying a director’s restricted stock units is deferred until
the director’s service with the Board ends.

(13) Includes 3,000 shares held in two Grantor Retained Annuity Trusts, of which Mr.
Warner is the trustee, and 140 shares held by Mr. Warner’s spouse. Does not include
13,638 restricted stock units for which Mr. Warner disclaims beneficial ownership of
the underlying shares until their delivery date. Delivery of any shares of common
stock underlying a director’s restricted stock units is deferred until the director’s service
with the Board ends.

(14) Includes 156,000 shares held in trust for which Mr. Westreich is the trustee and
ultimate beneficiary and 300,000 shares held in a Grantor Retained Annuity Trust, of
which Mr. Westreich is the trustee. Does not include 20,414 restricted stock units for
which Mr. Westreich disclaims beneficial ownership of the underlying shares until
their delivery date and 67,590 shares held by Mr. Westreich’s spouse and for which Mr.
Westreich disclaims beneficial ownership. Delivery of any shares of common stock
underlying a director’s restricted stock units is deferred until the director’s service with
the Board ends.

(15) Includes 871,332 shares issuable upon the exercise of options and 147,116 shares of
common stock subject to trading restrictions for all other executive officers as a group.
Does not include the shares set forth in footnotes (3) through (12) above for which the
NEOs and directors disclaim beneficial ownership or a total of 572,590 shares held by
or in trust for various family members and 102 shares of other executive officers, and
for which such executive officers disclaim beneficial ownership.
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires that Capital One’s executive officers and directors, and
persons that beneficially own more than 10% of Capital One’s common stock, file certain reports of beneficial
ownership of the common stock and changes in such ownership with the SEC and provide copies of these reports to
Capital One. As a matter of practice, members of our staff assist our executive officers and directors in preparing
initial ownership reports and reporting ownership changes, and typically file these reports on their behalf. Based
solely on our review of the copies of such forms in our possession and written representations furnished to us, we
believe that in 2009 each of the reporting persons complied with these filing requirements except for Mr. Warner, who
filed one late report relating to a single acquisition of Capital One common stock as a result of an administrative error
by the Company, and Mr. Schneider, who filed two late reports, each relating to a single disposition of Capital One
common stock, as a result of administrative errors by the Company.
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SECTION IV — DIRECTOR COMPENSATION
Director Compensation Objectives

Compensation for non-management directors (each a “director”) is approved by the Board of Directors, based on
recommendations made by the Compensation Committee. Capital One’s director compensation program is designed to
achieve four primary objectives:

e Attract and retain talented directors with the skills and capabilities to perpetuate Capital One’s success;
e Fairly compensate directors for the work required in a company of Capital One’s size and scope;

e Recognize the individual roles and responsibilities of the directors; and

e Align directors’ interests with the long-term interests of Capital One stockholders.

Management directors do not receive compensation for their service on the Board. In 2009, Mr. Fairbank was Capital
One’s only management director.

Director Compensation Procedures

The Compensation Committee reviews the compensation program for Capital One’s directors on an annual basis. The
Committee’s Consultant provides competitive compensation data and program recommendations to the Committee for
review. (Please see the discussion under the heading “Compensation Committee” in the “Governance of Capital One”
section on page 9 for further information on the role and responsibilities of the Consultant.) The competitive
compensation data includes the compensation (cash, equity and other benefits) of non-management directors within

our comparator group. (Please see the discussion under the heading “Market Data” in the “Compensation Discussion and
Analysis” section on page 26 for further information on the development of the comparator group.) The Committee
considers this information, as well as the Consultant’s recommendations, and finalizes a proposed compensation
structure. The proposed structure is then reviewed and approved by the full Board of Directors, typically in April of
each year.

Based on their review of competitive market data and guidance from the Consultant in the second quarter of 2009, the
Committee determined that the director compensation program described below continues to meet the objectives listed
above.

Director Compensation Structure

Each director serving on the Board on April 23, 2009, received an annual cash retainer of $70,000. In addition, cash
retainers were provided for service on a committee (see details and amounts below). Each director also received an
annual award of $170,011 in the form of restricted stock units (“RSUs”) granted on April 23, 2009.

Each director was offered the opportunity to elect to forego his or her cash compensation from April 2009 through
April 2010 in exchange for a one-time grant of non-qualified stock options with an equivalent Black-Scholes value,
granted on April 23, 2009. Mr. Campbell, Mr. Gross, Ms. Hackett, Mr. Hay, Mr. Leroy, Mr. Shattuck, Mr. Warner
and Mr. Westreich each elected to forego their cash compensation in favor of such stock options.

Other Benefits
In 2009, directors did not receive any additional compensation beyond what is disclosed below other than
reimbursement of expenses in connection with attending the Board’s annual strategic meeting. Capital One offered

directors the opportunity to direct a contribution of up to $10,000 annually from Capital One to a charitable
organization of their choice. All directors elected to make charitable contributions in 2009.
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Under the Capital One Financial Corporation Non-Employee Directors Deferred Compensation Plan, directors who
are not employees of Capital One may voluntarily defer all or a portion of their cash compensation and receive
deferred income benefits. Participants in the plan have the option to direct their individual deferrals among thirteen
different investment offerings made available by the plan. Directors that elected a deferral will begin to receive their
deferred income benefits in cash when they cease to serve as directors, or earlier if authorized by the Compensation
Committee. Upon a change of control of Capital One, Capital One will pay to each director within thirty days of the
change of control, a lump sum cash payment equal to such director’s account balance as of the date of the change of
control. In 2009, no directors elected to defer any compensation.

Stock Ownership Requirements

Directors are expected to retain all shares of restricted stock and all shares underlying restricted stock units granted to
them by Capital One until their service with the Board ends. The Board evaluates whether exceptions should be made
for any case where this requirement would impose a financial hardship on a director. All directors are currently in
compliance with this requirement.
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Compensation of Directors

Directors of Capital One received the following compensation for 2009:

Name Fees Earned or
Paid in Cash (1)

E. R. Campbell -- $170,011
W. Ronald Dietz $120,000 $170,011
Richard D. Fairbank (*) - -
Patrick W. Gross -- $170,011
Ann Fritz Hackett -- $170,011
Lewis Hay, IIT -- $170,011
Pierre E. Leroy -- $170,011
Mayo A. Shattuck III - $170,011
Bradford H. Warner -- $170,011
Stanley Westreich - $170,011

Stock Awards (2)

Option Awards
3)
$90,000

$120,002

$130,001
$105,004
$120,002
$100,005
$110,004

$90,000

(*)  In 2009, Mr. Fairbank was Capital One’s only management director.

All Other
Compensation (4)
$10,000

$10,000

$10,000

$10,000
$10,000
$10,000
$10,000
$10,000

$10,000

Total

$270,011

$300,011

$300,013

$310,012
$285,015
$300,013
$280,016
$290,015

$270,011

(1)  Each non-management director is eligible to receive an annual cash retainer of $70,000. Compensation for
committee service includes retainers for service as chairperson and/or as a member of the committees as
described under the heading “Committee Membership” in the “Governance of Capital One” section of this proxy

statement. In 2009, retainers were paid as follows:

o Chair of the Audit and Risk Committee: $40,000

o Chair of the Compensation Committee or Chair of the Governance and Nominating Committee: $20,000

e Chair of the Finance and Trust Oversight Committee: $15,000

e Member of the Audit and Risk Committee (other than the chair): $30,000

e Member of the Compensation Committee, Governance and Nominating Committee, or Finance and Trust Oversight
Committee (other than the chair): $10,000

(2)  Directors serving on the Board on April 23, 2009 received a grant of 10,042 RSUs of Capital One common
stock with a grant date value of $170,011 under the 2004 Stock Incentive Plan. The RSUs were valued at
$16.93, which was the common stock’s fair market value on the date of grant, and vest one year from the date of
grant. Delivery of the underlying shares is deferred until a director’s service with the Board ends. The following
table shows the number of outstanding RSUs for each director as of December 31, 2009:

Director
E. R. Campbell
W. Ronald Dietz
Patrick W. Gross
Ann Fritz Hackett
Lewis Hay, 111
Pierre E. Leroy
Mayo A. Shattuck III

Outstanding
Restricted Stock Units

18,834
20,414
20,414
20,414
20,414
19,414
20,414
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Bradford H. Warner 13,638
Stanley Westreich 20,414

Each director is given the opportunity to elect to forego his or her cash compensation each year in exchange for
a grant of non-qualified stock options under the 2004 Stock Incentive Plan with an equivalent Black-Scholes
value. In 2009, Mr. Campbell, Mr. Gross, Ms. Hackett, Mr. Hay, Mr. Leroy, Mr. Shattuck, Mr. Warner and Mr.
Westreich each elected to forego their cash compensation in favor of stock options as set forth in the table
below. These options have an exercise price of $16.93.

The grant date value for each option award granted on April 23, 2009, was calculated using the Black-Scholes
method and was based on the following assumptions:

Volatility Risk-Free Interest Rate Dividend Yield Expected Term
46% 1.97% 1.32% 5 years

The compensation amounts reflected in the table above do not include a reduction for risk of forfeiture.
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The options vest the earliest of one year from the grant date, upon a change of control of Capital One or upon
the director’s termination of service (other than by removal for cause). The options expire ten years from the
date of grant. Upon termination from Board service (other than by removal for cause), a director has five years
or the remainder of the full option term, whichever is shorter, to exercise the vested stock options.

Stock options awarded in 2009 to each director and the number of stock options outstanding as of December

31, 2009 were as follows:
Director Grant Date
E. R. Campbell 4/23/2009

W. Ronald Dietz -

Patrick W. Gross 4/23/2009
Ann Fritz Hackett 4/23/2009
Lewis Hay, III 4/23/2009
Pierre E. Leroy 4/23/2009
Mayo A. Shattuck IIT 4/23/2009
Bradford H. Warner 4/23/2009
Stanley Westreich 4/23/2009

All directors elected to make a charitable contribution of $10,000 in 2009.

Number of Stock Options
14,096

18,795
20,361
16,446
18,795
15,663
17,229

14,096

23

Number of Outstanding
Stock Options

15,106

126,205

162,498

33,256

43,561

39,498

42,382

17,229

148,424
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SECTION V — COMPENSATION DISCUSSION AND ANALYSIS
Introduction

Capital One’s executive compensation program is designed to attract, retain and motivate leaders who have the ability
to foster strong business results and ensure the long-term success of the Company. The Compensation Committee of
the Board of Directors (the “Committee”) is responsible for, among other matters, developing, monitoring and managing
the compensation of all of our executive officers, including our Named Executive Officers (the “NEOs”). Final
decisions regarding the compensation of our Chief Executive Officer and the other NEOs are made by all of our
independent directors. As used throughout this section, “NEO” means each executive officer named in this proxy
statement other than the CEO.

In 2009, many financial institutions, including Capital One, continued to feel the impact of a major economic
recession. The unemployment rate rose to over 10% and declines in home prices persisted. Capital One continued to
manage its businesses in light of the external economic pressures and returned to profitability beginning in the second
quarter. For the full year 2009, Capital One’s net income was $883.8 million or net income of $0.75 per common
share (fully diluted), compared to a net loss for 2008 of $46.0 million, or a net loss of $0.21 per common share (fully
diluted). In addition, Capital One’s total shareholder return for 2009 of 23.9% was in the top quartile for the year
relative to peers. The Committee believes that the actions taken by the Company’s CEO and the NEOs throughout
2009 contributed greatly to the Company’s results and set a foundation for the Company’s success when the recession
abates. These actions included:

e “Passing” the Federal Reserve and U.S. Treasury Department’s Supervisory Capital Assessment Program (the “Stress Test”) in May with
no additional capital requirements. Capital One was one of only four lending institutions to do so;

e Repurchasing in June 2009 all $3.55 billion of the preferred stock issued to the U.S. Treasury under the Capital Purchase Program (the
“CPP”) under the Emergency Economic Stabilization Act of 2008 (the “EESA”). Capital One was one of the first financial institutions
permitted to do so;

e Continuing to maintain a highly liquid and high quality investment portfolio that avoided the market volatility experienced by many
financial institutions in their portfolios;

e Maintaining a strong and flexible balance sheet and increasing capital levels in a challenging environment for equity and debt
issuances, including issuing $1.5 billion in common equity and $1.0 billion in unsecured debt in May 2009 and issuing a combined
$2.0 billion in trust preferred securities in July and November 2009;

e Aggressively managing credit risk and augmenting loss mitigation strategies to enhance the Company’s resilience during the recession
and position the Company for success when the economy improves;

e Actively managing the Company’s asset mix to focus on the most resilient businesses, assets and portfolios;

e Delivering $977 million in net income in the Company’s credit card business while many of the Company’s major competitors suffered
losses in their credit card businesses;

e Positioning the Company’s credit card business for continued success after complying with the Credit Card Accountability
Responsibility and Disclosure Act of 2009 (the “CARD Act”);

e Closing the acquisition of Chevy Chase Bank, F.S.B. thereby adding local scale in the Company’s banking business in the Washington,
D.C. metro area, one of the country’s best banking markets;

e Continuing to integrate Chevy Chase Bank to build a scalable bank infrastructure to ensure that the Company is well-positioned to take
advantage of opportunities to grow its consumer and commercial banking businesses;

e Repositioning the Company’s auto finance business to deliver strong profitability, including originating new loans with improved credit
quality, increased margins and higher returns; and

e Assisting our customers and communities in this challenging economic environment by extending billions of dollars of new loans,
commitments and renewals to our mid-market, small business and consumer banking customers, and investing substantial
philanthropic, community development and volunteer resources to improve our communities.

Furthermore, throughout 2009, the Company benefited from the strategic choices made over the past decade. In
addition to the Company’s deep heritage of rigorous credit and balance sheet management practices, these strategic
decisions positioned the Company to succeed during the economic recession: (i) pursuing the most resilient lines of
business; (ii) transforming from a capital markets-funded lending institution to a deposits-funded diversified financial
institution prior to the crisis in the capital markets; and (iii) avoiding or proactively changing common industry
practices which the Company believed compromised customer loyalty over the long-term, many of which ultimately
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were prohibited under the CARD Act.

Executive compensation decisions were greatly influenced by several factors unique to 2009. Early in the year, the
Committee and the independent directors sought to design a compensation program for our CEO that would take into
account the turbulent external environment, including the heightened stockholder and public interest in executive pay,
but also continue to

24

44



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form DEF 14A

reflect the Company’s long-standing philosophy that he receive only equity awards, in lieu of cash compensation, to ensure the continued strong
alignment between his awards and the value he delivers to stockholders. After considering these factors, as well as the significant transformation
of the Company from a single line of business to a diversified consumer and commercial bank, the Committee and the independent directors
shifted Mr. Fairbank’s compensation mix from 100% stock options to a mix of equity-based vehicles. As with Mr. Fairbank’s prior awards, this
mix of equity vehicles creates a direct link between Mr. Fairbank’s compensation and the Company’s performance over short- and long-term time
horizons. Furthermore, Mr. Fairbank’s compensation plan specifically provided that he could not sell or otherwise transfer any of the equity
granted to him until the Company repaid the U.S. Treasury’s investment under the CPP. The Company repurchased the preferred stock it issued
under the CPP in June 2009. Overall, the plan represented a 35% decrease in Mr. Fairbank’s compensation for 2009 as compared to his 2008
compensation.

Subsequent to the adoption of the CEO compensation plan, on February 17, 2009, President Obama signed the American Recovery and
Reinvestment Act of 2009, which amended EESA to require the U.S. Treasury to adopt new compensation standards to be applicable to any
institution participating in the CPP or otherwise receiving financial assistance under EESA. Although the U.S Treasury did not issue these new
compensation standards until June 2009, the Committee and the independent directors sought to design a compensation program for the NEOs
(other than the CEO) that would meet any such standards, but also reward the NEOs for their achievements, promote the overall objectives of
our executive compensation program and encourage appropriate, but not excessive, risk-taking. As a result, for the NEOs (other than the CEO),
total target compensation was shifted to a combination of salary and restricted stock, as defined by and in the proportions set forth by EESA. The
NEOs’ 2009 compensation plan did not include cash bonuses or other forms of equity incentive compensation.

In June 2009, after the U.S. Treasury announced the new compensation standards under EESA, the Company repurchased the $3.55 billion of
preferred stock it issued to the U.S. Treasury under the CPP, and, therefore, the provisions of EESA ceased to apply to the Company. As a result,
in January 2010, the independent directors approved an NEO compensation program that is more consistent with the Company’s
pay-for-performance philosophy. Under this program, 80% of NEO total target compensation is payable in forms of compensation that are
directly tied to the performance of the Company over multiple time horizons.

Objectives of our Executive Compensation Programs

Capital One’s executive compensation program has four primary objectives. While expected limitations under EESA impacted our 2009 NEO
(excluding the CEO) compensation plan design, the Committee and the independent members strived to keep these objectives in mind when
designing this program.

Strongly link rewards with both business and individual performance

Capital One emphasizes pay-for-performance at all organizational levels. Traditionally, as an executive’s level of responsibility increases, so does
the proportion of the executive’s pay that is subject to performance criteria. Therefore, our CEO and other NEOs historically have had the highest
relative portion of their pay directly linked to performance, as compared to other associates. While our 2009 compensation program for our
NEOs (other than the CEO) was designed with limited incentive compensation to comply with EESA, the awards made in early 2010 were still
tied to the achievement of Company and individual performance objectives, as well as to the demonstration of specific leadership competencies
that are assessed through a comprehensive performance management process. In addition, we design our compensation programs to align with
our risk management practices to ensure that our programs do not encourage excessive risk-taking but reward appropriate risk-taking.

Ensure that total compensation emphasizes a balance of both short- and long-term performance

Our compensation programs are structured to encourage our executives to deliver strong results over the short-term while making decisions that
create sustained value for our stockholders over the long-term. Our CEO’s compensation is all equity, all at-risk and all performance-based. For
our NEOs other than the CEQO, in 2009, approximately two-thirds of total compensation was provided through base salary, with the remaining
one-third provided through restricted stock with multi-year vesting terms. The equity awarded to our CEO and the other NEOs in 2009 would
not have vested before the Company repurchased the preferred stock issued to the U.S. Treasury under the CPP; the Company repurchased all
$3.55 billion of the preferred shares in June 2009. The use of deferred, equity-based compensation vehicles with multi-year vesting terms helps
to ensure that the ultimate value realized by our CEO and the other NEOs is directly linked to the performance of the Company’s stock over time.
The value of these deferred equity-based vehicles increases and decreases based on the Company’s stock price performance.

Attract, retain and motivate top executive talent

To attract, retain and motivate exceptional leaders, we believe that compensation opportunities at Capital One must be competitive with respect
to our marketplace for talent. For 2009, the independent directors approved employment agreements with the NEOs (other than the CEO)
reflecting the 2009 compensation plan. The employment agreements were designed to
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comply with the compensation provisions of EESA and were intended to ensure that the Company retained its most senior executives in this
challenging economic and regulatory environment.

Align our executives’ interests with those of our stockholders

The Compensation Committee and the independent directors remain committed to designing incentive compensation programs that reward
individual and corporate performance and that are aligned with the creation of stockholder value over the long term. By traditionally awarding
the majority of CEO and NEO compensation through deferred, equity-based vehicles that vest over multiple time horizons, we ensure that our
CEO and the other NEOs have a significant stake in the success of the Company. In addition, we have established specific stock holding
requirements that our CEO and the other NEOs must meet on an annual basis. Finally, in an effort to manage the financial impact of our
compensation programs and to use our resources most efficiently, the Committee and the independent directors focus on making awards that
have an appropriate correlation between the value of the award to the executive and the expense taken by the Company.

Criteria and Process for Compensation Decisions

The Committee considers a number of factors in making compensation decisions with respect to the CEO and the other NEOs. The Committee
relies on a range of objective data including Company performance data, comparator group performance data, historical pay information, data on
specific market practices and trends and other relevant points of information to inform its business judgment.

Use of Outside Consultants for CEO Compensation

The Committee engages an independent consultant from Frederic W. Cook & Co., Inc. (the “Consultant”) to assist in the design of the CEO
compensation plan. The Consultant assists the Committee in a number of ways, including proposing and evaluating a comparator group,
gathering relevant compensation data from the comparator organizations, discussing relevant market trends and context, and developing
recommendations on possible plan designs. The Consultant has no other engagement with, and performs no other services for, Capital One.
Please see the discussion under the heading “Compensation Committee” in the “Governance of Capital One” section on page 9 for additional
information about the Consultant.

Use of Outside Consultants for Other NEO Compensation

The Chief Human Resources Officer and other members of the Company’s Human Resources department assist the CEO in developing
compensation recommendations for the NEOs other than the CEO. The Human Resources department typically uses multiple surveys as sources
of market compensation data. Outside consultants (other than the Consultant) provide information to the Human Resources department regarding
market practices and trends and research reports, and provide subject matter expertise on specific concepts and technical issues related to
executive compensation. However, these outside consultants do not recommend either the form or amount of compensation that is to be paid to
the NEOs. The Human Resources department is responsible for analyzing the information obtained from the consultants and presenting it to the
CEO. The CEO then considers all of the information provided by the Human Resources department and the Chief Human Resources Officer and
makes his compensation recommendations to the Committee and the independent directors.

Neither the CEO nor the Human Resources department has a contractual arrangement with any compensation consultant to determine or
recommend compensation programs for our NEOs. The Committee’s Consultant is present at Committee meetings during which NEO
compensation is discussed and provides market data as well as an outsider’s perspective regarding NEO compensation practices.

Market Data

The Committee reviews pertinent data from a group of comparator companies within the financial services industry. These organizations are
intended to represent the marketplace of companies with whom Capital One competes for business and for executive talent.

The Committee’s Consultant plays a lead role in evaluating and adjusting the comparator group on an annual basis. The Consultant presents a
comprehensive report to the Committee that highlights size, scope and performance information from the comparator companies across a variety
of metrics. The Committee specifically considers the Company’s percentile rank versus comparator companies across the following metrics:

e Revenue;

e Assets;

e Market capitalization;

e Net income;

e Diluted earnings per share growth;
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¢ Return on average assets;
® Return on average equity;
e Asset growth; and

e Total shareholder return.

After reviewing this information, the Committee recommends a final comparator group to the independent directors for approval. The
comparator group is adjusted each year, as appropriate, to ensure the size, scope, performance, and business focus of the comparator companies
reflect Capital One’s competitive environment. Significant turmoil in the financial sector over the past year and a half has resulted in considerable
consolidation within the 17-company comparator group that the Committee approved in 2008. More specifically, three of the companies from

the 2008 comparator group—National City Corporation, Wachovia Corporation and Washington Mutual—were acquired by other financial
institutions. In addition, Freddie Mac has been placed under federal government conservatorship and is now being run by the Federal Housing
Finance Agency. Furthermore, the Committee determined that SLM Corporation may no longer be appropriate for the Corporation’s comparator
group given its continued focus solely on student lending. As a result, the current comparator group, approved in July 2009, consists of the
following 12 companies:

American Express Fifth Third Bancorp Regions Financial

Bank of America Corporation J.P. Morgan Chase SunTrust Bank

BB&T Corporation KeyCorp U.S. Bancorp

Citigroup PNC Financial Services Wells Fargo & Company

As of December 31, 2009, Capital One was positioned at or near the median of the 12-company comparator group in terms of total assets,
revenues and net income. For 2009, the Company’sdiluted earnings per share growth was above the 90th percentile relative to the comparator
group.

Typically, compensation data from the comparator group are used to develop compensation targets for the CEO and the other NEOs that are at
or slightly above median for each element of compensation and total compensation. In 2009, due to the economic and regulatory environments,
reliable market data were not available at the time that the Committee and the independent directors set CEO and NEO total compensation
amounts.

Tally Sheets

In addition to considering market data from our comparator group (when available), the Committee also considers information contained on total
compensation tally sheets for the CEO and each NEO. The tally sheets summarize multiple components of current and historical compensation,
as well as the potential value of post-termination arrangements. The tally sheets are just one point of information used by the Committee in the
process of determining CEO and NEO compensation. They help to ensure that the Committee understands the historical context that is relevant
to current compensation decisions, such as the CEO and each NEO’s accumulated equity value. The tally sheets also help to ensure that the
Committee understands the potential downstream consequences of their decisions, such as the potential value to be received by the CEO and
each NEO upon separation due to a change of control, normal retirement or other termination scenario.

Chief Executive Officer Compensation
Goals and Principles

The Committee’s top priority is to align the interests of our CEO with the interests of our stockholders over the short- and long-term while also
directly linking his awards with his performance over appropriate time horizons. The Committee believes that the CEO should have a high
relative proportion of pay at-risk based on his and the Company’s performance. Each year theCommittee makes recommendations to the
independent directors regarding the form, timing and amount of CEO compensation. The Committee takes into account the CEO’s historical
performance and how to most effectively align our CEO’s interests with the interests of our stockholders over the short- and long-term, support
safety and soundness and encourage appropriate risk-taking. Final decisions regarding CEO compensation are made by all of the independent
directors.

Equity-Based Focus

From 1997 through 2009, the compensation structure for the CEO consisted entirely of equity awards (typically stock options) in lieu of any
salary, bonus, retirement plan contributions or other traditional forms of compensation. In 2009, the CEO’s compensation plan was delivered
through a mix of three equity-based vehicles: performance shares, stock options, and the opportunity to earn restricted shares or units in early
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2010 based on his and the Company’s performance in 2009. Because the CEO’s compensation plan consists solely of equity-based vehicles, with
no base salary or other form of cash compensation, the independent directors approve his compensation plan and typically grant some or all
equity awards early in the performance year to which the compensation relates. Mr. Fairbank’s 2009 compensation plan was described in detail in
the 2009 proxy statement.
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Restricted Stock Unit Award

As noted above, a portion of Mr. Fairbank’s 2009 compensation award consisted of an opportunity to receive an award of restricted shares or
units in early 2010. The award had a target value of $2 million, but the ultimate value of the award was determined based on, among other
things, Mr. Fairbank’s and the Company’s performance during 2009 relative to the following financial, operating, safety and soundness and
strategic performance factors (which are evaluated on a qualitative basis without specific targets in mind):

Financial Performance Operating Performance Safety and Soundness Strategic Performance
o Operating earnings o Revenue generation o Capital adequacy o CEO leadership and performance of
o Earnings per share o Expense management o Risk management and executive team
e Return on tangible o Operating effectiveness compliance o Capital management
capital o Customer satisfaction o Credit loss management o Progress toward achievement of long-term
o Underwriting quality strategy
o Balance sheet management o Execution against corporate imperatives

o Recruitment and development of world
class talent

o Disciplined investment in infrastructure

e Corporate reputation and community
engagement

e Preservation of corporate culture and
values

The Committee and the independent directors considered the Company’s performance as described in the Introduction of this section on page 24.
In particular, the Committee considered: the Company’s sound credit management practices and the business choices it made in the credit card
business, which resulted in net income in excess of $975 million for that business in 2009 when many major credit card businesses were
substantially unprofitable; the Company’s strong and flexible balance sheet; and the many steps taken to position the Company for success after
complying with the CARD Act. In addition, the Committee considered the CEQO’s leadership in making the strategic choices over many years that
ensured the Company’s stable performance through the economic crisis. The Committee also noted the Company’s strong financial results in 2009
relative to its peers, which included operating earnings of $986.7 million or $0.99 per share and GAAP earnings of $883.8 million or $0.75 per
share. The Committee and the independent directors also discussed Mr. Fairbank’s effective, disciplined leadership in guiding the Company in all
of these areas throughout 2009 as well as the progress and results achieved by a wide range of business and staff units as the Company faced

some of the greatest economic, credit, legislative and infrastructure challenges in its history.

The Committee and the independent directors also considered evolving external market conditions and the level of government assistance
received by the Company as compared to other financial institutions, including the fact that the Company did not participate in any financial
institution government assistance programs other than the CPP. Finally, the independent directors took into account comparator group CEO
compensation levels, although the availability of such information was limited due to the evolving market conditions.

After considering all of the above factors together, the Committee determined to award Mr. Fairbank $5 million in restricted stock units in
January 2010 for the Company’s and his performance in 2009. The units will vest in full in three years and settle in cash based on the Company’s
average stock price over the twenty trading days preceding the vesting date. The Committee believes that an award of 2.5 times the target award
was appropriate given the factors noted above.

2010 Compensation Decisions

The Committee and the independent directors determined that the compensation framework adopted in 2009 remained appropriate for Mr.

Fairbank in 2010 given that the compensation plan comprises entirely equity-based vehicles and is at-risk based on the Company’s and Mr.
Fairbank’s individual performance. In particular, the Committee and the independent directors determined that a compensation design that

includes three different equity-based vehicles continued to be appropriate because it aligns Mr. Fairbank’s compensation with the Company’s
performance over short- and long-term time horizons, supports the Company’s safety and soundness and encourages appropriate risk-taking.

In determining the value for each component of the award, the Committee considered the factors noted above as well as in the Introduction of
this section on page 24. The Committee also considered:

e The economic environment and the Company’s overall performance in 2009 relative to its objectives;
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e The Company’s performance in 2009 relative to the comparator companies’ performance in 2009;

e The fact that the Company was among the first financial institutions permitted by regulators to repurchase the preferred shares it issued
to the U.S. Treasury under the CPP;

e The structure and amount of Mr. Fairbank’s compensation awards in prior years, as well as his historical compensation value realized,
existing stock holdings and remaining unexercised options;

e The Company’s risk profile and the time horizon over which the deferred, equity-based vehicles will vest;

e Mr. Fairbank’s expected leadership of the Company’s strategic initiatives in 2010, including building a scalable banking infrastructure
and guiding the Company’s credit card business for continued success in the changed regulatory environment; and

o The fact that the ultimate value of a deferred, equity-based award will depend on the Company and Mr. Fairbank’s performance over
time.

After considering all of the above factors together, without giving particular weight to any specific factor, the
Committee determined that a target award of $13 million was appropriate.

Performance Share Award

After considering all of the above factors, Mr. Fairbank was awarded an opportunity to receive from 0% to 200% of a target number of 88,920
shares of the Company’s common stock based on the Company’s performance over the three-year period from January 1, 2010 through December
31, 2012. The Company’s performance will be assessed on the basis of relative cash return on average tangible assets against a comparator group
consisting of companies in the KBW Philadelphia Bank index, excluding custody banks (the “KBW index”). The independent directors believe
that cash return on average tangible assets provides an objective measure of a bank’s returns on its respective businesses while not incenting
choices that may not be in the bank’s best interest. In addition, the independent directors believe that the KBW index is an appropriate index
against which to assess the Company’s performance because its members are principally lending businesses, as is the Company.

Mr. Fairbank will receive the target number of shares if the Company’s performance is at the 50th percentile relative to the comparator group, the
maximum number of shares if the Company’s performance is at the 80th percentile or above, and no shares if the Company’s performance is
below the 20th percentile relative to the comparator group. After the end of the three-year performance period, the Committee will certify the
Company’s performance and issue the appropriate number of shares of the Company’s common stock, if any. The award has a fixed grant date
value of $3.25 million; however, the number of shares that Mr. Fairbank ultimately receives, if any, as well as the value of those shares, will be
solely dependent on the Company’s performance over time.

Percentage of Target Shares Based on Capital One’s Cash Return on Average Tangible Assets from 2010-2012
Three-Year TSR Relative to Comparator Group

(Percentile Achievement) 80 and Above 75 50 20 Below 20
Final Award (Percent of Target Shares) 200% 150% 100% 40% 0%
Stock Option Award

Mr. Fairbank also received a grant of 559,333 nonstatutory stock options at an exercise price of $36.55 per share (which was the fair market
value of the Company’s common stock on the grant date). The benefits to Mr. Fairbank of the stock options are deferred; the options cannot be
exercised until three years after the grant date and will expire ten years after the grant date. The option grant has a fixed grant date value of $6.5
million; however, the ultimate value Mr. Fairbank realizes, if any, is solely dependent on the long-term appreciation in Capital One’s stock price.
Mr. Fairbank can only realize value from the stock options if and to the extent the Company’s stock price increases after the grant date and the
market value of the stock exceeds the exercise price at some point after the three-year vesting period when the options are exercised.

Opportunity for Additional Equity Award

Mr. Fairbank also has an opportunity to be awarded restricted stock units in late 2010 or early 2011 based on the Committee’s and the
independent directors’ qualitative evaluation of the financial, operating, safety and soundness and strategic factors described above during 2010.
The Committee and the independent directors will also consider evolving external market conditions and comparator company CEO pay levels.
All of these factors will be considered together, and the Committee and the independent directors will determine the weight and impact of each
factor as they conduct their assessment of 2010 Company and CEO performance. The Committee and the independent directors will have
absolute discretion to determine whether to make this grant, as well as to determine the value of the grant relative to the target amount of $3.25
million. The award, if any, would vest in full in three years and settle in cash based on the Company’s average stock price over the twenty trading
days preceding the vesting date.

Additional Pay Elements
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As part of the CEO compensation package, the independent directors also approved certain other programs intended to support Mr. Fairbank’s
productivity and well-being. These include:

e Executive term life insurance with a benefit level of $5,000,000;
¢ The ability to participate in a comprehensive voluntary annual health screening;
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® The use of a driver who also provides for Mr. Fairbank’s personal security; and
¢ The monitoring and maintenance of an electronic home security system.

There are no other perquisites provided to Mr. Fairbank by the Company that constitute additional compensation.
Named Executive Officer Compensation
Goals and Principles

As with our CEO, the Committee seeks to compensate our other NEOs in a manner that encourages the creation of long-term stockholder value
as well as the delivery of consistent, strong short-term results. The Committee annually reviews and recommends to the independent directors
for approval the compensation structure for all of our executive officers, including those who are ultimately reported as NEOs. The Committee
takes into account each NEO’s historical performance, individual roles and responsibilities and contributions expected from each NEO in the
future. In determining 2009 NEO compensation, the Committee also considered the specific factors disclosed under “NEO Compensation
Decisions” below.

Impact of EESA

In early 2009, the Committee endeavored to design a compensation program for the year that would comply with rules not then issued but
expected to be implemented under EESA while also satisfying the Company’s compensation program objectives. Under the provisions of EESA,
incentive compensation in the form of restricted stock could not exceed one-half of the executive’s base salary, and cash bonuses and all other
forms of equity incentive compensation were prohibited. As a result, as noted above, the NEOs’ 2009 compensation plan comprised a
combination of salary and restricted stock, as defined by and in the proportions set forth by EESA.

Given the uncertain and turbulent economic environment and the compensation restrictions expected to be implemented under EESA, the
Committee and the independent directors endeavored to ensure that the Company’s most senior executive talent remained committed to Capital
One and focused on the Company’s business objectives. To this end, the Committee and the independent directors entered into employment
agreements with each NEO in March 2009 documenting the terms of the 2009 compensation plan and outlining each NEO’s base salary and
restricted stock award opportunity. These agreements originally were intended to cover the period during which the U.S. Treasury held the
preferred stock that Capital One issued under the CPP. In June 2009, after the Company repurchased the preferred stock, the Committee and the
independent directors extended these employment agreements to ensure the NEOs’ continued focus on the Company’s business objectives, to
provide continuity for the remainder of 2009 given the turbulent environment, and to have the opportunity to further consider an appropriate
compensation plan going forward given the lack of available relevant market data. The agreements terminated on February 28, 2010.

NEO Compensation Decisions

As noted above, the Committee and the independent directors designed the 2009 NEO compensation plan to comply with the provisions of
EESA. The Committee and the independent directors determined the total compensation opportunity for each NEO by considering the following
factors:

e Each NEO’s performance relative to the Company’s strategic objectives;

e Capital One’s historical performance;

¢ The role and qualifications of each NEO (for example, the NEO’s scope of responsibility, experience and
tenure, and the demonstration of competencies consistent with the Company’s values and the ability to deliver
strong, sustainable business results);

e Appropriate internal pay differentials and the desire to foster teamwork and collaboration;

¢ Available role-specific market compensation data from comparator companies;

¢ Available information on the structure of compensation packages for senior executives at comparator
companies;

® Market trends in executive compensation (for example, current rates of pay and the prevalence and types of
short- and long-term incentive vehicles);

® The Company’s participation in the CPP; and

® The overall structure of the compensation plan, which provided for at least two-thirds of total compensation to
be delivered as base salary.

55



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form DEF 14A

As noted above, the NEO’s 2009 compensation design was intended to comply with the provisions of EESA at the time. Under EESA, at least
two-thirds of total compensation had to be paid in the form of base salary and up to one-third could be paid as incentive compensation, but only
in the form of restricted stock. Because this structure had a considerably lower percentage of total compensation at risk and subject to the
long-term performance of the Company than previously provided under the Company’s compensation principles, the Committee significantly
reduced the
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total amount of compensation that each NEO was eligible to receive in 2009. Compared to the target levels of compensation for 2008, the total
target compensation for each NEO for 2009 was reduced by 20% to 33%.

After analyzing all of the above factors, the Committee and the independent directors approved the following 2009 base salary amounts for the
NEOs:

Named Executive Officer PULJLERRS
Salary
Gary L. Perlin $3,175,000
Lynn A. Pike $2,625,000
John G. Finneran, Jr. $2,300,000
Peter A. Schnall $2,350,000

In addition, each NEO was awarded an opportunity to receive restricted stock in early 2010 valued at up to 50% of each NEO’s base salary based
on the NEO’s performance in 2009.

Annual Long-Term Incentive Awards

On January 27, 2010, the Committee and the independent directors awarded restricted stock grants to the NEOs under the 2009 compensation
plan. At Capital One, long-term incentive (“LTI”) awards are linked to performance in two ways:

® The size of the award is based on each NEO’s individual performance rating for the year just completed; and
® The ultimate value of the award is dependent on Capital One’s performance over time.

LTI awards are designed to emphasize elements that are of particular importance to Capital One given the Company’s unique goals and business
objectives. In determining the actual amounts to be awarded to each NEO, the CEO, the Committee and the independent directors considered
each NEO’s contribution to the Company’s strategic accomplishments as described in the Introduction of this section on page 24 as well as
specific performance factors for each NEO. These awards would not have vested while the U.S. Treasury held the Company’s preferred stock
under the CPP, but because the Company repurchased the preferred stock in June 2009, the awards will vest in equal annual installments over
the three-year period beginning on the date of grant.

Mr. Perlin, the Company’s Chief Financial Officer, was awarded 37,229 shares of restricted stock with a grant date value of $1,360,720. The
Committee and the independent directors determined to award these shares based in part upon Mr. Perlin’s management of the Company’s
balance sheet throughout 2009. The Committee and the independent directors specifically considered the Company’s capital ratios and funding
levels throughout 2009, which the Company maintained even after repurchasing the preferred stock issued to the U.S. Treasury under the CPP.

Ms. Pike, President, Banking, was awarded 30,780 shares of restricted stock, with a grant date value of $1,125,009. Throughout 2009, Ms. Pike
was responsible for managing the Company’s banking business and has been devoted to building Capital One’s national bank while maintaining
the Company’s commitment to local banking and serving the communities in which we do business. In 2009, Ms. Pike was particularly focused
on overseeing initiatives to improve the Company’s banking infrastructure to position the Company for further success in its consumer and
commercial banking businesses.

Mr. Finneran, General Counsel and Corporate Secretary, was awarded 26,969 shares of restricted stock, with a grant date value of $985,717.
Among other things, Mr. Finneran led the Company’s Regulatory Relations and Policy Affairs teams, which were critical to the Company’s
ability to deal with the changing regulatory and legislative environments.

Mr. Schnall, the Company’s Chief Risk Officer, was awarded 33,028 shares of restricted stock, with a grant date value of $1,207,173, which was
slightly more than 50% of his 2009 base salary. The Committee and the independent directors determined that an award slightly in excess of
50% of Mr. Schnall’s base salary was appropriate given the increased prominence of the risk management function in 2009. In particular, Mr.
Schnall was essential to developing the Company’s rigorous credit risk management strategies, which resulted in the overall superior
performance of the Company’s credit card business in 2009. Mr. Schnall also led the Company’s response to the Stress Test, which was a
necessary precondition to the Company being able to repurchase the preferred stock it issued to the U.S. Treasury under the CPP in June 2009.

Total actual compensation amounts awarded for 2009 represent a 20% to 30% decrease from total actual compensation amounts awarded for
2008. The Committee and the independent directors believe this decrease in total compensation was appropriate given the overall economic
environment and the amount of 2009 pay-certain compensation.
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Additional Pay Elements

The Committee provides certain other programs intended to support the NEOs’ productivity, well-being and security.
These programs provide some level of personal benefit and are not generally available to all associates. For 2009,
these included the following:

¢ The ability to participate in a comprehensive voluntary annual health screening;
e Executive term life insurance with a benefit level of approximately $5 million;
e An automobile lease; and

¢ The monitoring and maintenance of an electronic home security system.

In addition, under the terms of an employment agreement, the Company provided Ms. Pike with a housing allowance
through December 31, 2009. This arrangement was intended to assist in Ms. Pike’s transition from California to New
York to become head of the Company’s banking businesses. In addition, Ms. Pike occasionally has been provided
limited personal use of the corporate aircraft.

The Committee has determined that the nature and value of these programs are comparable to those offered to similarly situated executives.
Additional details on these programs can be found in the “Named Executive Officer Compensation” section beginning on page 36.

2010 NEO Compensation Program

For 2010, the Committee and the independent directors approved an NEO compensation plan that is more consistent with the Company’s
pay-for-performance philosophy. The plan consists of multiple compensation vehicles that directly link the NEOs’ compensation with the
Company’s performance over multiple time and risk horizons, align the NEOs’ interests with the interests of the Company’s stockholders, support
safety and soundness and encourage appropriate risk-taking.

Under the plan, approximately 35% of each NEQO’s total compensation will be paid as base salary, with approximately 20% of such total
compensation paid as regular salary throughout the performance year and the remaining 15% of such total compensation paid in the form of
restricted stock units granted on January 27, 2010. The restricted stock units will vest on December 31, 2010 and will be settled in cash based on
the Company’s average stock price for the twenty trading days preceding the vesting date.

Approximately 15% of each NEO’s compensation is expected to be delivered in the form of restricted stock units that will vest over a period of
three years and will be settled in cash based on the Company’s stock price for the twenty trading days preceding the vesting date. The units, if
any, will be awarded at the end of 2010 or in early 2011 at the discretion of the Compensation Committee and the independent directors based
on the Company’s actual performance in 2010 relative to a variety of individual and Company performance factors.

The remaining 50% of each NEO’s total compensation is expected to consist of long-term incentive awards that will be granted to the NEOs at
the end of 2010 or early in 2011 and will vest in full a minimum of three years following the grant date. These equity awards, if any, will be
granted to each NEO solely at the discretion of the independent directors and will be completely at-risk based on each NEO’s performance in
2010.

The independent directors believe that this mix of equity-based vehicles, some of which ultimately pay out in cash, is
appropriate because it aligns the NEOs’ compensation with the Company’s performance over short- and long-term time
horizons, supports the Company’s safety and soundness and encourages appropriate risk-taking.

Other Aspects of Executive Compensation
Stock Ownership Policies

Consistent with their responsibilities to our stockholders, Capital One’s NEOs, including the CEQ, are required to maintain a significant financial
stake in the Company. To this end, the CEO and the NEOs must own shares of Capital One stock with a fair market value of at least the
following annual salary multiples:

Role Salary Multiple
CEO 5X
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Other NEOs and Executive
Officers 3X

Given that the CEO’s compensation package does not include a base salary, his ownership requirement is based on a notional salary established
by the Committee and the independent directors, which is currently $1,000,000. For the other NEOs, the 2009
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ownership requirements also were based on a notional salary of approximately 26% to 32% of actual base salary in light of the temporarily
increased salaries paid to each NEO under the 2009 compensation program.

Ownership requirements may be fulfilled using the following shares:

e Shares owned without restriction;

e Unvested restricted stock;

® Shares acquired through the Associate Stock Purchase Plan (“ASPP”); and
® Shares owned through Capital One’s 401(k) Plan.

The Committee annually reviews the guidelines and monitors the CEO and the NEOs’ compliance with them. New executive officers are given
two years from the date of appointment, promotion to or designation as an executive officer, or commencement of employment as an executive
officer to comply with these requirements. In the event that an executive officer is not in compliance with these requirements, the Committee has
the right to take action, including reducing the executive officer’s compensation. The CEO and the NEOs are currently in compliance with this
requirement.

In addition, all of Capital One’s executive officers are prohibited from engaging in hedging transactions in Capital One stock and from using their
Capital One stock as collateral for margin loans.

Equity Grant Practices

Capital One strives to maintain equity grant practices that demonstrate high standards of corporate governance. Annual long-term incentive
awards are approved by the Committee and the independent directors at regularly scheduled meetings in the first quarter of each year. The date
of grant is the actual date on which the Committee approves the awards. The Committee may grant awards of restricted stock or stock options
other than annual long-term incentive awards, usually in connection with hiring a new executive officer. For a newly hired executive officer, the
date of grant is the later of the date of Committee approval or the executive’s start date. The Committee has delegated authority to the CEO to
award restricted stock to newly hired executives who are not executive officers, unless the target value of such award is in excess of $1 million.
These awards are granted quarterly in the first month following the end of each fiscal quarter (January, April, July and October), and the grant
date must be after the executive’s start date. The Committee reviews all grants made by the CEO in each quarter at the next regularly scheduled
meeting following the grant date.

With respect to awards of stock options, the exercise price is always the Fair Market Value of the Company’s stock on the date of grant. Under
the terms of our 2004 Stock Incentive Plan, as amended and restated, Fair Market Value is equal to the closing price of the Company’s common
stock on the date of grant.

The Company does not seek to time equity grants to take advantage of material non-public information and in no event is the grant date set to a
date that is prior to the date of Committee approval.

Post-Employment Compensation Practices

The CEO has no employment or severance arrangement with the Company other than a Change of Control Employment Agreement. If another
NEO separates from Capital One, he or she is entitled to receive the amounts set forth in the Company’s Executive Severance Plan, which
provides for a payment of up to two times the NEO’s current base salary plus standard health, welfare and outplacement services. For 2009, these
payments were instead calculated against a “notional” salary that adjusted for the temporarily increased base salary each NEO received under the
2009 compensation program. The Committee may exercise its business judgment in approving additional amounts in light of all relevant
circumstances, including the NEO’s term of employment, past accomplishments, reasons for separation from the Company, potential risks, and
the NEO’s willingness to restrict his or her future action(s), such as through an agreement not to compete or solicit the Company’s customers or
employees. Capital One has asked certain NEOs to enter into various agreements that contain restrictive covenants related to confidentiality,
non-competition, non-solicitation of employees and ownership of work product. For additional information, please see “Restrictive Covenants” on
page 50. Each NEO (including the CEO) also has a Change of Control Employment Agreement as described below.

Change of Control Agreements

Each of the NEOs (including the CEO) is a party to a Change of Control Employment Agreement with the Company. The Committee
determined that such agreements were appropriate based on their prevalence within the banking and financial services industry and given the
dynamic nature of merger and acquisition activity among these institutions.
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The change of control agreements define compensation and benefits payable to the NEOs (including the CEO) in certain merger and acquisition

scenarios, giving them some degree of certainty regarding their individual outcomes in these circumstances. The Committee believes these
agreements allow the NEOs (including the CEO) to remain neutral and consider a full range of
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decisions that are focused on maximizing stockholder value. The change of control agreements are also intended to allow Capital One’s
businesses to operate with minimal disruption in the event of a change of control by providing NEOs with an incentive to remain in their
leadership roles up to and beyond the transaction date. The NEOs (including the CEO) are only entitled to benefits under the agreements if their
employment is actually terminated as a result of (or in anticipation of) certain merger and acquisition scenarios.

Both eligibility for participation and the structure of payments under these agreements are designed to be aligned with market norms in the
banking and financial services industry. This ensures that our stockholders are not faced with disproportionate severance costs that may impair
potential merger opportunities. It also supports our ability to attract and retain talented executives by providing them with a market-competitive
level of benefit.

Projections of potential payouts to NEOs under these agreements are included in the total compensation tally sheets reviewed by the Committee
on an annual basis. While the potential change of control payouts do not necessarily impact annual decisions on CEO and NEO pay, reviewing
this information ensures the Committee fully understands the downstream implications of its decisions and the resulting impact to the Company
and its stockholders.

Our change of control agreements for NEOs provide for excise tax and “gross up” payments in certain

circumstances. These payments are only intended to place the NEO in the same after-tax position that they would have
been in if they had received their severance payments for reasons other than a change of control, and are not intended
to pay the NEO’s normal income tax amounts. If severance payments made to an NEO following a change of control
termination exceed a certain threshold, those amounts are not tax deductible by the Company, and the NEO may be
subject to a 20% excise tax on the payments in addition to the NEO’s normal payroll and income taxes. In this
scenario, Capital One will make payments to reimburse the NEO for this excise tax, as well as additional amounts to
cover the tax imposed on the reimbursement itself (commonly called a “gross up”).

Our change of control agreements contain a feature intended to minimize the additional cost to the Company of these
excise tax and gross up payments. If the value of the payments exceed the safe harbor amount by 10% or less, the
agreements call for the payments to be reduced by an amount that would result in the payment value being exactly
equal to the safe harbor, thereby eliminating the need for excise tax or gross up payments.

Pension and Non-Qualified Deferred Compensation Plans

Capital One does not currently have any active pension plans for the CEO or the other NEOs. We offer a voluntary, non-qualified deferred
compensation plan that restores participating NEOs to the level of savings they would have achieved if they had not been impacted by IRS limits
governing our qualified 401(k) plan. It also allows the NEOs to defer additional pre-tax compensation in order to save for retirement.

Capital One annually reviews programs and practices at our comparator companies and across the financial services industry. We also review
changes in the legal and regulatory environment pertaining to retirement programs. Mr. Perlin, Ms. Pike, Mr. Finneran and Mr. Schnall each
participated in Capital One’s Voluntary Non-Qualified Deferred Compensation Plan (the “Plan”) in 2009. Details of the Plan can be found in the
“Named Executive Officer Compensation” section beginning on page 36.

Other Compensation Arrangements
Employment Agreements

Capital One typically does not enter into employment agreements with our NEOs in order to maintain maximum flexibility in establishing
separation terms at the appropriate time considering the current circumstances. The Committee retains full discretion to approve employment
agreements on an exception basis and has done so in the past. As discussed above in “Named Executive Officer Compensation,” the Committee
and the independent directors approved employment agreements for the NEOs (other than the CEO) documenting the 2009 NEO compensation
program. These agreements terminated on February 28, 2010.

The Company also entered into an employment agreement with Ms. Pike in April 2007 when she joined the Company. The Agreement defined
the terms of her compensation package until its termination date and the amounts that she would be entitled to receive upon the termination of
her employment. The general terms and compensation provisions of the agreement expired on April 23, 2009. Under an amendment to the
agreement, Ms. Pike also received a monthly housing allowance through December 31, 2009, to maintain her residence in New York.

Tax Accounting and Regulatory Considerations
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The Committee carefully considers the tax and regulatory impact of its Compensation programs on the Company, as well as on its executives.
To maintain flexibility in compensating executive officers, the Committee does not require all compensation to be awarded in a tax-deductible
manner. However, it is the Committee’s intent to maximize tax deductibility to the extent reasonable, provided the Company’s programs remain
consistent with the Company’s overall executive compensation philosophy.
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With respect to the CEO and the other NEOs (other than the CFO), in the past, Section 162(m) of the Internal Revenue Code allowed a federal

tax deduction for compensation paid to an NEO that was $1 million or less. For amounts in excess of $1 million, a deduction was allowed if that
compensation could be classified as “performance-based.” The Company’s 2004 Stock Incentive Plan, as amended and restated, provides for the
establishment of specific performance thresholds to be tied to NEO annual cash incentive awards and LTI awards in order to qualify these
incentive awards as “performance-based.” Historically, the Committee would establish annual performance thresholds to ensure deductibility over
the $1 million limit for incentive compensation paid to our NEOs.

For the periods during which the Company participated in the CPP, the Company’s ability to deduct amounts paid in respect of CEO and NEO
compensation was limited to $500,000 per executive, and the circumstances under which restricted stock could qualify as performance-based
compensation were also limited. The award of stock options and performance shares to the CEO continued to be deductible as
“performance-based” compensation.
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SECTION VI - NAMED EXECUTIVE OFFICER COMPENSATION
General

The Summary Compensation Table below provides information concerning compensation for the fiscal years ended December 31, 2009, 2008
and 2007 for our CEO and our other NEOs.

As discussed under “Named Executive Officer Compensation” on page 30, for 2009, the provisions of EESA, although not yet

effective, determined the structure that the Committee and the independent directors adopted for the NEOs’ (other than the CEO) 2009
compensation design. Under the NEOs’ compensation plan, at least two-thirds of total compensation was paid in the form of base salary and up
to one-third could be paid as equity incentive compensation in the form of restricted stock. The NEOs were not eligible for annual cash bonuses
or other forms of equity incentive compensation for 2009. For the year 2009, the table below includes the increased base salaries paid to the
NEOs (other than the CEO) under the 2009 compensation plan. The restricted stock component of the 2009 compensation plan was awarded in
January 2010 and will be included in the 2010 Summary Compensation Table next year.

The table below also includes, as 2009 compensation, the long-term incentives (in the form of stock options, restricted stock and performance
shares) that were awarded to the NEOs (other than the CEO) in January 2009 based on performance for the fiscal year ended December 31, 2008
under a plan that more heavily emphasized pay-for-performance through long-term incentives than did the 2009 plan. These long-term
incentives comprised approximately 85% of the value of total compensation for each of the NEOs (other than the CEO) under the 2008
compensation plan. The stock options granted in 2009 become exercisable in three equal annual installments beginning one year after the date of
grant, generally contingent on continued employment. Most restricted stock vests in three annual installments beginning one year after the date
of grant, generally contingent on continued employment; a portion of the
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