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Title of each class Name of each exchange on which registered
Common Stock, $.01 par value New York Stock Exchange

8.875% Trust Preferred Securities of Regions Financing Trust III New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  þ    No  ¨

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  þ

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

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

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

Large accelerated filer  þ Accelerated filer  ¨
Non-accelerated filer  ¨ (Do not check if a smaller reporting company) Smaller reporting company  ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  þ

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to the price at which
the common equity was last sold, or the average bid and asked price of such common equity, as of the last business day of the registrant�s most
recently completed second fiscal quarter.

Common Stock, $.01 par value�$7,294,300,055 as of June 30, 2008.

Indicate the number of shares outstanding of each of the registrant�s classes of common stock, as of the latest practicable date.

Common Stock, $.01 par value�694,631,959 shares issued and outstanding as of February 17, 2009

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the proxy statement for the Annual Meeting to be held on April 16, 2009 are incorporated by reference into Part III.

Edgar Filing: REGIONS FINANCIAL CORP - Form 10-K

Table of Contents 2



Table of Contents

REGIONS FINANCIAL CORPORATION

Form 10-K

INDEX

PAGE
PART I
Forward-Looking Statements 1
Item 1. Business 2
Item 1A. Risk Factors 15
Item 1B. Unresolved Staff Comments 23
Item 2. Properties 23
Item 3. Legal Proceedings 23
Item 4. Submission of Matters to a Vote of Security Holders 24

PART II
Item 5. Market for Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities 25
Item 6. Selected Financial Data 26
Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operation 27
Item 7A. Quantitative and Qualitative Disclosures about Market Risk 27
Item 8. Financial Statements and Supplementary Data 90
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 155
Item 9A. Controls and Procedures 155
Item 9B. Other Information 155

PART III
Item 10. Directors, Executive Officers and Corporate Governance 156
Item 11. Executive Compensation 157
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 158
Item 13. Certain Relationships and Related Transactions, and Director Independence 158
Item 14. Principal Accounting Fees and Services 158

PART IV
Item 15. Exhibits, Financial Statement Schedules 159

SIGNATURES 165

i

Edgar Filing: REGIONS FINANCIAL CORP - Form 10-K

Table of Contents 3



Table of Contents

PART I

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, other periodic reports filed by Regions Financial Corporation (�Regions�) under the Securities Exchange Act
of 1934, as amended, and any other written or oral statements made by or on behalf of Regions may include forward-looking statements. The
Private Securities Litigation Reform Act of 1995 (the �Act�) provides a safe harbor for forward-looking statements which are identified as such
and are accompanied by the identification of important factors that could cause actual results to differ materially from the forward-looking
statements. For these statements, we, together with our subsidiaries, unless the context implies otherwise, claim the protection afforded by the
safe harbor in the Act. Forward-looking statements are not based on historical information, but rather are related to future operations, strategies,
financial results or other developments. Forward-looking statements are based on management�s expectations as well as certain assumptions and
estimates made by, and information available to, management at the time the statements are made. Those statements are based on general
assumptions and are subject to various risks, uncertainties and other factors that may cause actual results to differ materially from the views,
beliefs and projections expressed in such statements. These risks, uncertainties and other factors include, but are not limited to, those described
below:

� In October of 2008, Congress enacted, and President Bush signed into law, the Emergency Economic Stabilization Act of 2008, and
on February 17, 2009 the American Recovery and Reinvestment Act of 2009 was signed into law. Additionally, the U.S. Treasury
and federal banking regulators are implementing a number of programs to address capital and liquidity issues in the banking system,
all of which may have significant effects on Regions and the financial services industry, the exact nature and extent of which cannot
be determined at this time.

� Possible changes in interest rates may affect funding costs and reduce earning asset yields, thus reducing margins.

� Possible changes in general economic and business conditions in the United States in general and in the communities Regions serves
in particular.

� Possible changes in the creditworthiness of customers and the possible impairment of collectibility of loans.

� Possible other changes in trade, monetary and fiscal policies, laws and regulations, and other activities of governments, agencies, and
similar organizations, including changes in accounting standards, may have an adverse effect on business.

� The current stresses in the financial and real estate markets, including possible continued deterioration in property values.

� Regions� ability to manage fluctuations in the value of assets and liabilities and off-balance sheet exposure so as to maintain sufficient
capital and liquidity to support Regions� business.

� Regions� ability to achieve the earnings expectations related to businesses that have been acquired or that may be acquired in the
future.

� Regions� ability to expand into new markets and to maintain profit margins in the face of competitive pressures.
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� Regions� ability to develop competitive new products and services in a timely manner and the acceptance of such products and
services by Regions� customers and potential customers.

� Regions� ability to keep pace with technological changes.

� Regions� ability to effectively manage credit risk, interest rate risk, market risk, operational risk, legal risk, liquidity risk, and
regulatory and compliance risk.

� The cost and other effects of material contingencies, including litigation contingencies.
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� The effects of increased competition from both banks and non-banks.

� The effects of geopolitical instability and risks such as terrorist attacks.

� Possible changes in consumer and business spending and saving habits could affect Regions� ability to increase assets and to attract
deposits.

� The effects of weather and natural disasters such as droughts and hurricanes.
The words �believe,� �expect,� �anticipate,� �project� and similar expressions often signify forward-looking statements. You should not place undue
reliance on any forward-looking statements, which speak only as of the date made. We assume no obligation to update or revise any
forward-looking statements that are made from time to time.

See also Item 1A. �Risk Factors� of this Annual Report on Form 10-K.

Item 1. Business
Regions Financial Corporation (together with its subsidiaries on a consolidated basis, �Regions� or �Company�) is a financial holding company
headquartered in Birmingham, Alabama, which operates throughout the South, Midwest and Texas. Regions provides traditional commercial,
retail and mortgage banking services, as well as other financial services in the fields of investment banking, asset management, trust, mutual
funds, securities brokerage, insurance and other specialty financing. At December 31, 2008, Regions had total consolidated assets of
approximately $146.2 billion, total consolidated deposits of approximately $90.9 billion and total consolidated stockholders� equity of
approximately $16.8 billion.

Regions is a Delaware corporation that, on July 1, 2004, became the successor by merger to Union Planters Corporation and the former Regions
Financial Corporation. Its principal executive offices are located at 1900 Fifth Avenue North, Birmingham, Alabama 35203, and its telephone
number at that address is (205) 944-1300.

Banking Operations

Regions conducts its banking operations through Regions Bank, an Alabama chartered commercial bank that is a member of the Federal Reserve
System. At December 31, 2008, Regions operated approximately 2,300 ATMs and 1,900 banking offices in Alabama, Arkansas, Florida,
Georgia, Illinois, Indiana, Iowa, Kentucky, Louisiana, Mississippi, Missouri, North Carolina, South Carolina, Tennessee, Texas and Virginia.

The following chart reflects the distribution of branch locations in each of the states in which Regions conducts its banking operations.

Branches
Alabama 251
Arkansas 114
Florida 420
Georgia 155
Illinois 72
Indiana 66
Iowa 18
Kentucky 19
Louisiana 129
Mississippi 155
Missouri 68
North Carolina 9
South Carolina 37
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Tennessee 300
Texas 84
Virginia 3

Totals 1,900
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Other Financial Services Operations

In addition to its banking operations, Regions provides additional financial services through the following subsidiaries:

Morgan Keegan & Company, Inc. (�Morgan Keegan�), a subsidiary of Regions Financial Corporation, is a full-service regional brokerage and
investment banking firm. Morgan Keegan offers products and services including securities brokerage, asset management, financial planning,
mutual funds, securities underwriting, sales and trading, and investment banking. Morgan Keegan also manages the delivery of trust services,
which are provided pursuant to the trust powers of Regions Bank. Morgan Keegan, one of the largest investment firms in the South, employs
over 1,200 financial advisors offering products and services from over 300 offices located in Alabama, Arkansas, Florida, Georgia, Illinois,
Kentucky, Louisiana, Massachusetts, Mississippi, New York, North Carolina, South Carolina, Tennessee, Texas and Virginia.

Regions Insurance Group, Inc., a subsidiary of Regions Financial Corporation, is an insurance broker that offers insurance products through its
subsidiaries Regions Insurance, Inc. (formerly Rebsamen Insurance, Inc.), headquartered in Little Rock, Arkansas, and Regions Insurance
Services, Inc., headquartered in Memphis, Tennessee. Through its insurance brokerage operations in Alabama, Arkansas, Indiana, Louisiana,
Missouri, Mississippi, Tennessee and Texas, Regions Insurance, Inc. offers insurance coverage for various lines of personal and commercial
insurance, such as property, casualty, life, health and accident insurance. Regions Insurance Services, Inc. offers credit-related insurance
products, such as title, term life, credit life, environmental, crop and mortgage insurance, as well as debt cancellation products to customers of
Regions. With $117.1 million in annual revenues and 27 offices in eight states, Regions Insurance Group, Inc. is one of the largest insurance
brokers in the United States.

Regions has several subsidiaries and affiliates which are agents or reinsurers of credit life insurance products relating to the activities of certain
affiliates of Regions.

Regions Equipment Finance Corporation, a subsidiary of Regions Bank, provides domestic and international equipment financing products,
focusing on commercial clients.

Acquisition Program

A substantial portion of the growth of Regions from its inception as a bank holding company in 1971 has been through the acquisition of other
financial institutions, including commercial banks and thrift institutions, and the assets and deposits of those financial institutions. As part of its
ongoing strategic plan, Regions continually evaluates business combination opportunities. Any future business combination or series of business
combinations that Regions might undertake may be material, in terms of assets acquired or liabilities assumed, to Regions� financial condition.
Historically, business combinations in the financial services industry have typically involved the payment of a premium over book and market
values. This practice could result in dilution of book value and net income per share for the acquirer.

Segment Information

Reference is made to Note 24 �Business Segment Information� to the consolidated financial statements included under Item 8. of this Annual
Report on Form 10-K for information required by this item.

Supervision and Regulation

Regions and its subsidiaries are subject to the extensive regulatory framework applicable to bank holding companies and their subsidiaries.
Regulation of financial institutions such as Regions and its subsidiaries is intended primarily for the protection of depositors, the deposit
insurance fund of the Federal Deposit Insurance
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Corporation (�FDIC�) and the banking system as a whole, and generally is not intended for the protection of stockholders or other investors.
Described below are the material elements of selected laws and regulations applicable to Regions and its subsidiaries. The descriptions are not
intended to be complete and are qualified in their entirety by reference to the full text of the statutes and regulations described. Changes in
applicable law or regulation, and in their application by regulatory agencies, cannot be predicted, but they may have a material effect on the
business and results of Regions and its subsidiaries.

General.    Regions is a bank holding company, registered with the Board of Governors of the Federal Reserve System (the �Federal Reserve�) and
a financial holding company under the Bank Holding Company Act of 1956, as amended (�BHC Act�). As such, Regions and its subsidiaries are
subject to the supervision, examination and reporting requirements of the BHC Act and the regulations of the Federal Reserve.

Under the BHC Act, an eligible bank holding company may elect to be a �financial holding company� and thereafter may engage in a range of
activities that are financial in nature and that are not permissible for bank holding companies that are not financial holding companies. A
financial holding company may engage directly or through a subsidiary in the statutorily authorized activities of securities dealing, underwriting
and market making, insurance underwriting and agency activities, merchant banking and insurance company portfolio investments. A financial
holding company also may engage in any activity that the Federal Reserve determines by rule or order to be financial in nature, incidental to
such financial activity, or complementary to a financial activity and that does not pose a substantial risk to the safety and soundness of an
institution or to the financial system generally.

In addition to these activities, a financial holding company may engage in those activities permissible for a bank holding company that has not
elected to be treated as a financial holding company, including factoring accounts receivable, acquiring and servicing loans, leasing personal
property, performing certain data processing services, acting as agent or broker in selling credit life insurance and certain other types of
insurance in connection with credit transactions and conducting certain insurance underwriting activities. The BHC Act does not place territorial
limitations on permissible non-banking activities of bank holding companies. The Federal Reserve has the power to order any bank holding
company or its subsidiaries to terminate any activity or to terminate its ownership or control of any subsidiary when the Federal Reserve has
reasonable grounds to believe that continuation of such activity or such ownership or control constitutes a serious risk to the financial soundness,
safety or stability of any bank subsidiary of the bank holding company.

The BHC Act provides generally for �umbrella� regulation of financial holding companies by the Federal Reserve, and for functional regulation of
banking activities by bank regulators, securities activities by securities regulators, and insurance activities by insurance regulators.

For a bank holding company to be eligible for financial holding company status, all of its subsidiary insured depository institutions must be well
capitalized and well managed. A bank holding company may become a financial holding company by filing a declaration with the Federal
Reserve that it elects to become a financial holding company. The Federal Reserve must deny expanded authority to any bank holding company
with a subsidiary insured depository institution that received less than a satisfactory rating on its most recent Community Reinvestment Act of
1977 (the �CRA�) review as of the time it submits its declaration. If, after becoming a financial holding company and undertaking activities not
permissible for a bank holding company that is not a financial holding company, the company fails to continue to meet any of the prerequisites
for financial holding company status, the company must enter into an agreement with the Federal Reserve to comply with all applicable capital
and management requirements. If the company does not return to compliance within 180 days, the Federal Reserve may order the company to
divest its subsidiary banks or the company may discontinue or divest investments in companies engaged in activities permissible only for a bank
holding company that has elected to be treated as a financial holding company.

The BHC Act requires every bank holding company to obtain the prior approval of the Federal Reserve before: (1) it may acquire direct or
indirect ownership or control of any voting shares of any bank or savings and
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loan association, if after such acquisition, the bank holding company will directly or indirectly own or control more than 5.0% of the voting
shares of the institution; (2) it or any of its subsidiaries, other than a bank, may acquire all or substantially all of the assets of any bank or savings
and loan association; or (3) it may merge or consolidate with any other bank holding company.

The BHC Act further provides that the Federal Reserve may not approve any transaction that would result in a monopoly or would be in
furtherance of any combination or conspiracy to monopolize or attempt to monopolize the business of banking in any section of the United
States, or the effect of which may be substantially to lessen competition or to tend to create a monopoly in any section of the country, or that in
any other manner would be in restraint of trade, unless the anticompetitive effects of the proposed transaction are clearly outweighed by the
public interest in meeting the convenience and needs of the community to be served. The Federal Reserve is also required to consider the
financial and managerial resources and future prospects of the bank holding companies and banks concerned and the convenience and needs of
the community to be served. Consideration of financial resources generally focuses on capital adequacy, and consideration of convenience and
needs issues includes the parties� performance under the CRA, both of which are discussed below. In addition, the Federal Reserve must take into
account the institutions� effectiveness in combating money laundering.

Regions Bank is a member of the FDIC, and, as such, its deposits are insured by the FDIC to the extent provided by law. It is also subject to
numerous statutes and regulations that affect its business activities and operations, and is supervised and examined by one or more state or
federal bank regulatory agencies. See �FDIC Temporary Liquidity Guarantee Program� below.

Regions Bank is a state bank, chartered in Alabama and is a member of the Federal Reserve System. Regions Bank is generally subject to
supervision and examination by both the Federal Reserve and the Alabama Department of Banking. The Federal Reserve and the Alabama
Department of Banking regularly examine the operations of Regions Bank and are given authority to approve or disapprove mergers,
consolidations, the establishment of branches and similar corporate actions. The federal and state banking regulators also have the power to
prevent the continuance or development of unsafe or unsound banking practices or other violations of law. Various consumer laws and
regulations also affect the operations of Regions Bank. In addition, commercial banks are affected significantly by the actions of the Federal
Reserve as it attempts to control money and credit availability in order to influence the economy.

Community Reinvestment Act.    Regions Bank is subject to the provisions of the CRA. Under the terms of the CRA, Regions Bank has a
continuing and affirmative obligation consistent with safe and sound operation to help meet the credit needs of its communities, including
providing credit to individuals residing in low- and moderate-income neighborhoods. The CRA does not establish specific lending requirements
or programs for financial institutions nor does it limit an institution�s discretion to develop the types of products and services that it believes are
best suited to its particular community, consistent with the CRA. The CRA requires each appropriate federal bank regulatory agency, in
connection with its examination of a depository institution, to assess such institution�s record in assessing and meeting the credit needs of the
community served by that institution, including low- and moderate-income neighborhoods. The regulatory agency�s assessment of the institution�s
record is made available to the public. The assessment also is part of the Federal Reserve�s consideration of applications to acquire, merge or
consolidate with another banking institution or its holding company, to establish a new branch office that will accept deposits or to relocate an
office. In the case of a bank holding company applying for approval to acquire a bank or other bank holding company, the Federal Reserve will
assess the records of each subsidiary depository institution of the applicant bank holding company, and such records may be the basis for
denying the application. Regions Bank received a �satisfactory� CRA rating in its most recent examination.

USA PATRIOT Act.    A major focus of governmental policy relating to financial institutions in recent years has been aimed at combating money
laundering and terrorist financing. The USA PATRIOT Act of 2001 (the �USA PATRIOT Act�) broadened the application of anti-money
laundering regulations to apply to additional
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types of financial institutions such as broker-dealers, investment advisors and insurance companies, and strengthened the ability of the U.S.
Government to help prevent, detect and prosecute international money laundering and the financing of terrorism. The principal provisions of
Title III of the USA PATRIOT Act require that regulated financial institutions, including state member banks: (i) establish an anti-money
laundering program that includes training and audit components; (ii) comply with regulations regarding the verification of identity of any person
seeking to open an account; (iii) take additional required precautions with non-U.S. owned accounts; and (iv) perform certain verification and
certification of money laundering risk for their foreign correspondent banking relationships. Failure of a financial institution to comply with the
USA PATRIOT Act�s requirements could have serious legal and reputational consequences for the institution. Regions� banking, broker-dealer
and insurance subsidiaries have augmented their systems and procedures to meet the requirements of these regulations and will continue to
revise and update their policies, procedures and controls to reflect changes required by the USA PATRIOT Act and implementing regulations.

U.S. Treasury Capital Purchase Program.    Pursuant to the U.S. Department of the Treasury�s (the �U.S. Treasury�) Capital Purchase Program
(the �CPP�), on November 14, 2008, Regions issued and sold to the U.S. Treasury in an offering exempt from registration under Section 4(2) of
the Securities Act of 1933, (i) 3.5 million shares of Regions� Fixed Rate Cumulative Perpetual Preferred Stock, Series A, par value $1.00 and
liquidation preference $1,000 per share ($3.5 billion aggregate liquidation preference) (the �Series A Preferred Stock�) and (ii) a warrant (the
�Warrant�) to purchase 48,253,677 shares of Regions� common stock, at an exercise price of $10.88 per share, subject to certain anti-dilution and
other adjustments for an aggregate purchase price of $3.5 billion in cash. The securities purchase agreement, dated November 14, 2008, pursuant
to which the securities issued to the U.S. Treasury under the CPP were sold, limits the payment of dividends on Regions� common stock to the
current quarterly dividend of $0.10 per share without prior approval of the U.S. Treasury, limits Regions� ability to repurchase shares of its
common stock (with certain exceptions, including the repurchase of our common stock to offset share dilution from equity-based compensation
awards), grants the holders of the Series A Preferred Stock, the Warrant and the common stock of Regions to be issued under the Warrant certain
registration rights, and subjects Regions to certain of the executive compensation limitations included in the Emergency Economic Stabilization
Act of 2008.

FDIC Temporary Liquidity Guarantee Program.    Regions and Regions Bank have chosen to participate in the FDIC�s Temporary Liquidity
Guarantee Program (the �TLGP�), which applies to, among others, all U.S. depository institutions insured by the FDIC and all United States bank
holding companies, unless they have opted out. Under the TLGP, the FDIC guarantees certain senior unsecured debt of Regions and Regions
Bank, as well as non-interest bearing transaction account deposits at Regions Bank. Under the transaction account guarantee component of the
TLGP, all non-interest bearing transaction accounts maintained at Regions Bank are insured in full by the FDIC until December 31, 2009,
regardless of the standard maximum deposit insurance amounts. Under the debt guarantee component of the TLGP, the FDIC will pay the
unpaid principal and interest on an FDIC-guaranteed debt instrument upon the uncured failure of the participating entity to make a timely
payment of principal or interest. On December 11, 2008, Regions Bank issued and sold $3.5 billion aggregate principal amount of its senior
bank notes guaranteed under the TLGP. Regions Bank issued and sold an additional $250 million aggregate principal amount of guaranteed
senior bank notes on December 16, 2008. Neither Regions nor Regions Bank is permitted to use the proceeds from the sale of securities
guaranteed under the TLGP to prepay any of its other debt that is not guaranteed by the FDIC.

Comprehensive Financial Stability Plan of 2009.    On February 10, 2009, Treasury Secretary Timothy Geithner announced a new
comprehensive financial stability plan (the �Financial Stability Plan�), which builds upon existing programs and earmarks the second $350 billion
of unused funds originally authorized under the Emergency Economic Stabilization Act of 2008.

The major elements of the Financial Stability Plan include: (i) a capital assistance program that will invest in convertible preferred stock of
certain qualifying institutions, (ii) a consumer and business lending initiative to fund new consumer loans, small business loans and commercial
mortgage asset-backed securities issuances,
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(iii) a new public-private investment fund that will leverage public and private capital with public financing to purchase up to $500 billion to $1
trillion of legacy �toxic assets� from financial institutions, and (iv) assistance for homeowners by providing up to $75 billion to reduce mortgage
payments and interest rates and establishing loan modification guidelines for government and private programs. In addition, all banking
institutions with assets over $100 billion, such as Regions, will be required to undergo a comprehensive �stress test� to determine if they have
sufficient capital to continue lending and to absorb losses that could result from a more severe decline in the economy than projected.

Institutions receiving assistance under the Financial Stability Plan going forward will be subject to higher transparency and accountability
standards, including restrictions on dividends, acquisitions and executive compensation and additional disclosure requirements. Regions cannot
predict at this time the effect that the Financial Stability Plan may have on it or its business, financial condition or results of operations.

Payment of Dividends.    Regions is a legal entity separate and distinct from its banking and other subsidiaries. The principal source of cash flow
of Regions, including cash flow to pay dividends to its stockholders and principal and interest on any debt of Regions, is dividends from Regions
Bank. There are statutory and regulatory limitations on the payment of dividends by Regions Bank to Regions, as well as by Regions to its
stockholders.

As to the payment of dividends, Regions Bank is subject to the laws and regulations of the state of Alabama and to the regulations of the Federal
Reserve. The payment of dividends by Regions and Regions Bank may also be affected or limited by other factors, such as the requirement to
maintain adequate capital above regulatory guidelines.

If, in the opinion of a federal regulatory agency, an institution under its jurisdiction is engaged in or is about to engage in an unsafe or unsound
practice (which, depending on the financial condition of the institution, could include the payment of dividends), such agency may require, after
notice and hearing, that such institution cease and desist from such practice. The federal banking agencies have indicated that paying dividends
that deplete an institution�s capital base to an inadequate level would be an unsafe and unsound banking practice. Under the Federal Deposit
Insurance Act (�FDIA�), an insured institution may not pay any dividend if payment would cause it to become �undercapitalized� or if it already is
�undercapitalized.� See �Regulatory Remedies under the FDIA� below. Moreover, the Federal Reserve and the FDIC have issued policy statements
stating that bank holding companies and insured banks should generally pay dividends only out of current operating earnings.

Under the Federal Reserve�s Regulation H, Regions Bank may not, without the approval of the Federal Reserve, declare or pay a dividend to
Regions if the total of all dividends declared in a calendar year exceeds the total of (a) Regions Bank�s net income for that year and (b) its
retained net income for the preceding two calendar years, less any required transfers to additional paid-in capital or to a fund for the retirement
of preferred stock. As a result of our $5.6 billion loss in 2008, Regions Bank cannot, without approval from the Federal Reserve, declare or pay a
dividend to Regions until such time as Regions Bank is able to satisfy the criteria discussed in the preceding sentence. Given the loss in 2008,
Regions Bank does not expect to be able to pay dividends to Regions in the near term without obtaining regulatory approval. Under Alabama
law, a bank may not pay a dividend in excess of 90 percent of its net earnings until the bank�s surplus is equal to at least 20 percent of capital.
Regions Bank is also required by Alabama law to obtain approval of the Superintendent of Banking prior to the payment of dividends if the total
of all dividends declared by Regions Bank in any calendar year will exceed the total of (a) Regions Bank�s net earnings (as defined by statute) for
that year, plus (b) its retained net earnings for the preceding two years, less any required transfers to surplus. Also, no dividends may be paid
from Regions Bank�s surplus without the prior written approval of the Superintendent of Banking.

However, the ability of Regions to pay dividends to its stockholders is not totally dependent on the receipt of dividends from Regions Bank, as
Regions has other cash available to make such payment. As of December 31, 2008, Regions had $4.8 billion of cash and cash equivalents, which
is available for corporate purposes, including
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debt service and to pay dividends to its stockholders. This is compared to an anticipated common dividend requirement, assuming current
dividend payment levels, of approximately $277 million and preferred cash dividends of approximately $175 million for the full year 2009.
Expected debt maturities in 2009 are approximately $425 million.

Although Regions currently has capacity to make common dividend payments in 2009, the payment of dividends by Regions and the dividend
rate are subject to management review and approval by Regions� Board of Directors on a quarterly basis. Preferred dividends are to be paid in
accordance with the terms of the CPP. See Item 1A. �Risk Factors� of this Annual Report on Form 10-K for additional information.

In the current financial and economic environment, the Federal Reserve has indicated that bank holding companies should carefully review their
dividend policy and has discouraged payment ratios that are at maximum allowable levels unless both asset quality and capital are very strong.

Prior to November 14, 2011, unless Regions has redeemed all of the Series A Preferred Stock issued to the U.S. Treasury on November 14, 2008
or unless the U.S. Treasury has transferred all the preferred securities to a third party, the consent of the U.S. Treasury will be required for
Regions to declare or pay any dividend or make any distribution on common stock other than (i) regular quarterly cash dividends of not more
than the current level of $0.10 per share, as adjusted for any stock split, stock dividend, reverse stock split, reclassification or similar transaction,
(ii) dividends payable solely in shares of common stock and (iii) dividends or distributions of rights or junior stock in connection with a
stockholders� rights plan.

Capital Adequacy.    Regions and Regions Bank are required to comply with the applicable capital adequacy standards established by the
Federal Reserve. There are two basic measures of capital adequacy for bank holding companies that have been promulgated by the Federal
Reserve: a risk-based measure and a leverage measure.

The risk-based capital standards are designed to make regulatory capital requirements more sensitive to differences in credit and market risk
profiles among banks and financial holding companies, to account for off-balance sheet exposure, and to minimize disincentives for holding
liquid assets. Assets and off-balance sheet items are assigned to broad risk categories, each with appropriate weights. The resulting capital ratios
represent capital as a percentage of total risk-weighted assets and off-balance sheet items.

The minimum guideline for the ratio of total capital (�Total Capital�) to risk-weighted assets (including certain off-balance sheet items, such as
standby letters of credit) is 8.0%. At least half of the Total Capital must be composed of qualifying common equity, qualifying noncumulative
perpetual preferred stock, including related surplus, and senior perpetual preferred stock issued to the U.S. Treasury under the CPP, minority
interests relating to qualifying common or noncumulative perpetual preferred stock issued by a consolidated U.S. depository institution or
foreign bank subsidiary, and certain �restricted core capital elements�, as discussed below, less goodwill and certain other intangible assets (�Tier 1
Capital�).

Tier 2 Capital may consist of, among other things, qualifying subordinated debt, mandatorily convertible debt securities, other preferred stock
and trust preferred securities and a limited amount of the allowance for loan losses. Non-cumulative perpetual preferred stock, trust preferred
securities and other so-called �restricted core capital elements� are currently limited to 25% of Tier 1 Capital. The minimum guideline for Tier 1
Capital is 4.0%. At December 31, 2008, Regions� consolidated Tier 1 Capital ratio was 10.38% and its Total Capital ratio was 14.64%.

In addition, the Federal Reserve has established minimum leverage ratio guidelines for bank holding companies. These guidelines provide for a
minimum ratio of Tier 1 Capital to average total assets, less goodwill and certain other intangible assets (the �Leverage Ratio�), of 3.0% for bank
holding companies that meet certain specified criteria, including having the highest regulatory rating. All other bank holding companies
generally are required to maintain a Leverage Ratio of at least 4%. Regions� Leverage Ratio at December 31, 2008 was 8.47%.
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The guidelines also provide that bank holding companies experiencing internal growth or making acquisitions will be expected to maintain
strong capital positions substantially above the minimum supervisory levels without significant reliance on intangible assets. Furthermore, the
Federal Reserve has indicated that it will consider a �tangible Tier 1 Capital leverage ratio� (deducting all intangibles) and other indicators of
capital strength in evaluating proposals for expansion or new activities.

A subsidiary bank is subject to substantially similar risk-based and leverage capital requirements as those applicable to Regions. Regions Bank
was in compliance with applicable minimum capital requirements as of December 31, 2008. Neither Regions nor Regions Bank has been
advised by any federal banking agency of any specific minimum capital ratio requirement applicable to it as of December 31, 2008.

In 2004, the Basel Committee on Banking Supervision published a new set of risk-based capital standards (�Basel II�) in order to update the
original international capital standards that had been put in place in 1988 (�Basel I�). Basel II provides two approaches for setting capital standards
for credit risk�an internal ratings-based approach tailored to individual institutions� circumstances and a standardized approach that bases
risk-weighting on external credit assessments to a much greater extent than permitted in the existing risk-based capital guidelines. Basel II also
would set capital requirements for operational risk and refine the existing capital requirements for market risk exposures. The U.S. banking and
thrift agencies are developing proposed revisions to their existing capital adequacy regulations and standards based on Basel II. A definitive final
rule for implementing the advanced approaches of Basel II in the United States, which applies only to internationally active banking
organizations, or �core banks� (defined as those with consolidated total assets of $250 billion or more or consolidated on-balance sheet foreign
exposures of $10 billion or more) became effective on April 1, 2008. Other U.S. banking organizations may elect to adopt the requirements of
this rule (if they meet applicable qualification requirements), but are not required to comply. The rule also allows a banking organization�s
primary Federal supervisor to determine that application of the rule would not be appropriate in light of the bank�s asset size, level of complexity,
risk profile or scope of operations. Regions Bank is currently not required to comply with Basel II.

In July 2008, the agencies issued a proposed rule that would provide banking organizations that do not use the advanced approaches with the
option to implement a new risk-based capital framework. This framework would adopt the standardized approach of Basel II for credit risk, the
basic indicator approach of Basel II for operational risk, and related disclosure requirements. While this proposed rule generally parallels the
relevant approaches under Basel II, it diverges where United States markets have unique characteristics and risk profiles, most notably with
respect to risk weighting residential mortgage exposures. Comments on the proposed rule were due to the agencies by October 27, 2008, but a
definitive final rule had not been issued as of December 31, 2008. The proposed rule, if adopted, will replace the agencies� earlier proposed
amendments to existing risk-based capital guidelines to make them more risk sensitive (formerly referred to as the �Basel I-A� approach)

Failure to meet capital guidelines could subject a bank to a variety of enforcement remedies, including the termination of deposit insurance by
the FDIC, and to certain restrictions on its business. See �Regulatory Remedies under the FDIA� below.

Support of Subsidiary Banks.    Under Federal Reserve policy, Regions is expected to act as a source of financial strength to, and to commit
resources to support, its subsidiary bank. This support may be required at times when, absent such Federal Reserve policy, Regions may not be
inclined to provide it. In addition, any capital loans by a bank holding company to its subsidiary bank are subordinate in right of payment to
deposits and to certain other indebtedness of such subsidiary bank. In the event of a bank holding company�s bankruptcy, any commitment by the
bank holding company to a federal bank regulatory agency to maintain the capital of a subsidiary bank will be assumed by the bankruptcy
trustee and entitled to a priority of payment.

Cross-Guarantee Provisions.    Each insured depository institution �controlled� (as defined in the BHC Act) by the same bank holding company
can be held liable to the FDIC for any loss incurred, or reasonably expected
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to be incurred, by the FDIC due to the default of any other insured depository institution controlled by that holding company and for any
assistance provided by the FDIC to any of those banks that is in danger of default. Such a �cross-guarantee� claim against a depository institution
is generally superior in right of payment to claims of the holding company and its affiliates against that depository institution. At this time,
Regions Bank is the only insured depository institution controlled by Regions for this purpose. If in the future, however, Regions were to control
other insured depository institutions, such cross-guarantee would apply to all such insured depository institutions.

Transactions with Affiliates.    There are various legal restrictions on the extent to which Regions and its non-bank subsidiaries may borrow or
otherwise obtain funding from Regions Bank. Under Sections 23A and 23B of the Federal Reserve Act and the Federal Reserve�s Regulation W,
Regions Bank (and its subsidiaries) may only engage in lending and other �covered transactions� with non-bank and non-savings bank affiliates to
the following extent: (a) in the case of any single such affiliate, the aggregate amount of covered transactions of Regions Bank and its
subsidiaries may not exceed 10% of the capital stock and surplus of Regions Bank; and (b) in the case of all affiliates, the aggregate amount of
covered transactions of Regions Bank and its subsidiaries may not exceed 20% of the capital stock and surplus of Regions Bank. Covered
transactions also are subject to certain collateralization requirements. �Covered transactions� are defined by statute to include a loan or extension
of credit, as well as a purchase of securities issued by an affiliate, a purchase of assets (unless otherwise exempted by the Federal Reserve) from
the affiliate, the acceptance of securities issued by the affiliate as collateral for a loan, and the issuance of a guarantee, acceptance or letter of
credit on behalf of an affiliate. All covered transactions, including certain additional transactions, (such as transactions with a third party in
which an affiliate has a financial interest) must be conducted on market terms.

Regulatory Remedies under the FDIA.    The FDIA establishes a system of regulatory remedies to resolve the problems of undercapitalized
institutions. The federal banking regulators have established five capital categories (�well capitalized,� �adequately capitalized,� �undercapitalized,�
�significantly undercapitalized� and �critically undercapitalized�) and must take certain mandatory supervisory actions, and are authorized to take
other discretionary actions, with respect to institutions in the three undercapitalized categories, the severity of which will depend upon the capital
category in which the institution is placed. Generally, subject to a narrow exception, the FDIA requires the banking regulator to appoint a
receiver or conservator for an institution that is critically undercapitalized. The federal banking agencies have specified by regulation the
relevant capital level for each category.

Under the agencies� rules implementing the FDIA�s remedy provisions, an institution that (1) has a Total Capital ratio of 10.0% or greater, a Tier
1 Capital ratio of 6.0% or greater, and a Leverage Ratio of 5.0% or greater and (2) is not subject to any written agreement, order, capital
directive or regulatory remedy directive issued by the appropriate federal banking agency is deemed to be �well capitalized.� An institution with a
Total Capital ratio of 8.0% or greater, a Tier 1 Capital ratio of 4.0% or greater, and a Leverage Ratio of 4.0% or greater is considered to be
�adequately capitalized.� A depository institution that has a Total Capital ratio of less than 8.0%, a Tier 1 Capital ratio of less than 4.0%, or a
Leverage Ratio of less than 4.0% is considered to be �undercapitalized.� An institution that has a Total Capital ratio of less than 6.0%, a Tier 1
Capital ratio of less than 3.0%, or a Leverage Ratio of less than 3.0% is considered to be �significantly undercapitalized,� and an institution that
has a tangible equity capital to assets ratio equal to or less than 2.0% is deemed to be �critically undercapitalized.� For purposes of the regulation,
the term �tangible equity� includes core capital elements counted as Tier 1 Capital for purposes of the risk-based capital standards plus the amount
of outstanding cumulative perpetual preferred stock (including related surplus), minus all intangible assets with certain exceptions. A depository
institution may be deemed to be in a capitalization category that is lower than is indicated by its actual capital position if it receives an
unsatisfactory examination rating.

An institution that is categorized as undercapitalized, significantly undercapitalized or critically undercapitalized is required to submit an
acceptable capital restoration plan to its appropriate federal banking agency. Under the FDIA, in order for the capital restoration plan to be
accepted by the appropriate federal
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banking agency, a bank holding company must guarantee that a subsidiary depository institution will comply with its capital restoration plan,
subject to certain limitations. The bank holding company must also provide appropriate assurances of performance. The obligation of a
controlling bank holding company under the FDIA to fund a capital restoration plan is limited to the lesser of 5.0% of an undercapitalized
subsidiary�s assets or the amount required to meet regulatory capital requirements. An undercapitalized institution is also generally prohibited
from increasing its average total assets, making acquisitions, establishing any branches or engaging in any new line of business, except in
accordance with an accepted capital restoration plan or with the approval of the FDIC. In addition, the appropriate federal banking agency is
given authority with respect to any undercapitalized depository institution to take any of the actions it is required to or may take with respect to a
significantly undercapitalized institution as described below if it determines �that those actions are necessary to carry out the purpose� of the
FDIA.

Institutions that are significantly undercapitalized or undercapitalized and either fail to submit an acceptable capital restoration plan or fail to
implement an approved capital restoration plan may be subject to a number of requirements and restrictions, including orders to sell sufficient
voting stock to become adequately capitalized, requirements to reduce total assets and cessation of receipt of deposits from correspondent banks.
Critically undercapitalized depository institutions are subject to appointment of a receiver or conservator.

At December 31, 2008, Regions Bank had the requisite capital levels to qualify as well capitalized.

FDIC Insurance Assessments.    Regions Bank pays deposit insurance premiums to the FDIC based on an assessment rate established by the
FDIC. In 2006, the FDIC enacted various rules to implement the provisions of the Federal Deposit Insurance Reform Act of 2005 (the �FDI
Reform Act�). Pursuant to the FDI Reform Act, in 2006 the FDIC merged the Bank Insurance Fund with the Savings Association Insurance Fund
to create a newly named Deposit Insurance Fund (the �DIF�) that covers both banks and savings associations. Effective January 1, 2007, the FDIC
revised the risk-based premium system under which the FDIC classifies institutions based on the factors described below and generally assesses
higher rates on those institutions that tend to pose greater risks to the DIF.

For most banks and savings associations, including Regions Bank, FDIC rates will depend upon a combination of CAMELS component ratings
and financial ratios. CAMELS ratings reflect the applicable bank regulatory agency�s evaluation of the financial institution�s capital, asset quality,
management, earnings, liquidity and sensitivity to risk. For large banks and savings associations that have long-term debt issuer ratings,
assessment rates will depend upon such ratings and CAMELS component ratings. Initially, assessment rates for institutions such as Regions
Bank, which are in the lowest risk category, generally varied from five to seven basis points per $100 of insured deposits. On December 16,
2008, however, the FDIC adopted a final rule, effective as of January 1, 2009, increasing risk-based assessment rates uniformly by seven basis
points (on an annual basis) for the first quarter of 2009. In October 2008, the FDIC also proposed changes to take effect beginning in the second
quarter of 2009 that would require riskier institutions to pay a larger share. The comment period for these proposed changes expired on
December 17, 2008, and the FDIC has announced its intention to discuss the proposed rule in early 2009.

The FDIA, as amended by the FDI Reform Act, requires the FDIC to set a ratio of deposit insurance reserves to estimated insured deposits, the
designated reserve ratio (the �DRR�), for a particular year within a range of 1.15% to 1.50%. For 2009, the FDIC has set the DRR at 1.25%, which
is unchanged from 2008 levels. Under the FDI Reform Act and the FDIC�s revised premium assessment program, every FDIC-insured institution
will pay some level of deposit insurance assessments regardless of the level of the DRR. We cannot predict whether, as a result of an adverse
change in economic conditions or other reasons, the FDIC will be required in the future to increase deposit insurance assessments above current
levels. The FDIC also adopted rules providing for a one-time credit assessment to each eligible insured depository institution based on the
assessment base of the institution on December 31, 1996. The credit may be applied against the institution�s 2007 assessment, and for the three
years thereafter the institution may apply the credit against up to 90% of its assessment. Regions
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Bank qualified for a credit of approximately $110 million, of which $34 million was applied in 2007, $41 million in 2008, and the remaining
balance of $35 million will be applied in 2009, thereby exhausting the credit. For more information, see the �Bank Regulatory Capital
Requirements� section of Item 7. �Management�s Discussion and Analysis of Financial Condition and Results of Operation� of this Annual Report
on Form 10-K.

In addition, the Deposit Insurance Funds Act of 1996 authorized the Financing Corporation (�FICO�) to impose assessments on DIF applicable
deposits in order to service the interest on FICO�s bond obligations from deposit insurance fund assessments. The amount assessed on individual
institutions by FICO will be in addition to the amount, if any, paid for deposit insurance according to the FDIC�s risk-related assessment rate
schedules. FICO assessment rates may be adjusted quarterly to reflect a change in assessment base. The FICO annual assessment rate for the
fourth quarter of 2008 was 1.10 cents per $100 deposits and will rise to 1.14 cents per $100 deposits for the first quarter of 2009. Regions Bank
had a FICO assessment of $10.0 million in FDIC deposit premiums in 2008.

Under the FDIA, insurance of deposits may be terminated by the FDIC upon a finding that the institution has engaged in unsafe and unsound
practices, is in an unsafe or unsound condition to continue operations, or has violated any applicable law, regulation, rule, order or condition
imposed by the FDIC.

Safety and Soundness Standards.    The FDIA requires the federal bank regulatory agencies to prescribe standards, by regulations or guidelines,
relating to internal controls, information systems and internal audit systems, loan documentation, credit underwriting, interest rate risk exposure,
asset growth, asset quality, earnings, stock valuation and compensation, fees and benefits, and such other operational and managerial standards
as the agencies deem appropriate. Guidelines adopted by the federal bank regulatory agencies establish general standards relating to internal
controls and information systems, internal audit systems, loan documentation, credit underwriting, interest rate exposure, asset growth and
compensation, fees and benefits. In general, the guidelines require, among other things, appropriate systems and practices to identify and manage
the risk and exposures specified in the guidelines. The guidelines prohibit excessive compensation as an unsafe and unsound practice and
describe compensation as excessive when the amounts paid are unreasonable or disproportionate to the services performed by an executive
officer, employee, director or principal stockholder. In addition, the agencies adopted regulations that authorize, but do not require, an agency to
order an institution that has been given notice by an agency that it is not satisfying any of such safety and soundness standards to submit a
compliance plan. If, after being so notified, an institution fails to submit an acceptable compliance plan or fails in any material respect to
implement an acceptable compliance plan, the agency must issue an order directing action to correct the deficiency and may issue an order
directing other actions of the types to which an undercapitalized institution is subject under the �prompt corrective action� provisions of FDIA. See
�Regulatory Remedies under the FDIA� above. If an institution fails to comply with such an order, the agency may seek to enforce such order in
judicial proceedings and to impose civil money penalties.

Depositor Preference.    The Omnibus Budget Reconciliation Act of 1993 provides that deposits and certain claims for administrative expenses
and employee compensation against an insured depository institution would be afforded a priority over other general unsecured claims against
such an institution in the �liquidation or other resolution� of such an institution by any receiver.

Regulation of Morgan Keegan.    As a registered investment adviser and broker-dealer, Morgan Keegan is subject to regulation and examination
by the Securities and Exchange Commission (�SEC�), the Financial Industry Regulatory Authority (�FINRA�), the New York Stock Exchange
(�NYSE�) and other self-regulatory organizations (�SROs�), which may affect its manner of operation and profitability. Such regulations cover a
broad range of subject matter. Rules and regulations for registered broker-dealers cover such issues as: capital requirements; sales and trading
practices; use of client funds and securities; the conduct of directors, officers and employees; record-keeping and recording; supervisory
procedures to prevent improper trading on material non-public information; qualification and licensing of sales personnel; and limitations on the
extension of credit in securities transactions. Rules and regulations for registered investment advisers include limitations on the
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ability of investment advisers to charge performance-based or non-refundable fees to clients, record-keeping and reporting requirements,
disclosure requirements, limitations on principal transactions between an adviser or its affiliates and advisory clients, and anti-fraud standards.

Morgan Keegan is subject to the net capital requirements set forth in Rule 15c3-1 of the Securities Exchange Act of 1934. The net capital
requirements measure the general financial condition and liquidity of a broker-dealer by specifying a minimum level of net capital that a
broker-dealer must maintain, and by requiring that a significant portion of its assets be kept liquid. If Morgan Keegan failed to maintain its
minimum required net capital, it would be required to cease executing customer transactions until it came back into compliance. This could also
result in Morgan Keegan losing its FINRA membership, its registration with the SEC or require a complete liquidation.

The SEC�s risk assessment rules also apply to Morgan Keegan as a registered broker-dealer. These rules require broker-dealers to maintain and
preserve records and certain information, describe risk management policies and procedures, and report on the financial condition of affiliates
whose financial and securities activities are reasonably likely to have a material impact on the financial and operational condition of the
broker-dealer. Certain �material associated persons� of Morgan Keegan, as defined in the risk assessment rules, may also be subject to SEC
regulation.

In addition to federal registration, state securities commissions require the registration of certain broker-dealers and investment advisers. Morgan
Keegan is registered as a broker-dealer with every state, the District of Columbia, and Puerto Rico. Morgan Keegan is registered as an
investment adviser in over 40 states and the District of Columbia.

Violations of federal, state and SRO rules or regulations may result in the revocation of broker-dealer or investment adviser licenses, imposition
of censures or fines, the issuance of cease and desist orders, and the suspension or expulsion of officers and employees from the securities
business firm. In addition, Morgan Keegan�s business may be materially affected by new rules and regulations issued by the SEC or SROs as
well as any changes in the enforcement of existing laws and rules that affect its securities business.

Regulation of Insurers and Insurance Brokers.    Regions� operations in the areas of insurance brokerage and reinsurance of credit life insurance
are subject to regulation and supervision by various state insurance regulatory authorities. Although the scope of regulation and form of
supervision may vary from state to state, insurance laws generally grant broad discretion to regulatory authorities in adopting regulations and
supervising regulated activities. This supervision generally includes the licensing of insurance brokers and agents and the regulation of the
handling of customer funds held in a fiduciary capacity. Certain of Regions� insurance company subsidiaries are subject to extensive regulatory
supervision and to insurance laws and regulations requiring, among other things, maintenance of capital, record keeping, reporting and
examinations.

Financial Privacy.    The federal banking regulators have adopted rules that limit the ability of banks and other financial institutions to disclose
non-public information about consumers to non-affiliated third parties. These limitations require disclosure of privacy policies to consumers and,
in some circumstances, allow consumers to prevent disclosure of certain personal information to a non-affiliated third party. These regulations
affect how consumer information is transmitted through diversified financial companies and conveyed to outside vendors. In addition,
consumers may also prevent disclosure of certain information among affiliated companies that is assembled or used to determine eligibility for a
product or service, such as that shown on consumer credit reports and asset and income information from applications. Beginning October 1,
2008, consumers also have the option to direct banks and other financial institutions not to share information about transactions and experiences
with affiliated companies for the purpose of marketing products or services.

Office of Foreign Assets Control Regulation.    The United States has imposed economic sanctions that affect transactions with designated
foreign countries, nationals and others. These are typically known as the
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�OFAC� rules based on their administration by the U.S. Treasury Department Office of Foreign Assets Control (�OFAC�). The OFAC-administered
sanctions targeting countries take many different forms. Generally, however, they contain one or more of the following elements: (i) restrictions
on trade with or investment in a sanctioned country, including prohibitions against direct or indirect imports from and exports to a sanctioned
country and prohibitions on �U.S. persons� engaging in financial transactions relating to making investments in, or providing investment-related
advice or assistance to, a sanctioned country; and (ii) a blocking of assets in which the government or specially designated nationals of the
sanctioned country have an interest, by prohibiting transfers of property subject to U.S. jurisdiction (including property in the possession or
control of U.S. persons). Blocked assets (e.g., property and bank deposits) cannot be paid out, withdrawn, set off or transferred in any manner
without a license from OFAC. Failure to comply with these sanctions could have serious legal and reputational consequences.

Other.    The U.S. Congress and state lawmaking bodies continue to consider a number of wide-ranging proposals for altering the structure,
regulation and competitive relationships of the nation�s financial institutions. It cannot be predicted whether or in what form further legislation
may be adopted or the extent to which Regions� business may be affected thereby.

Competition

All aspects of Regions� business are highly competitive. Regions� subsidiaries compete with other financial institutions located in the states in
which they operate and other adjoining states, as well as large banks in major financial centers and other financial intermediaries, such as
savings and loan associations, credit unions, consumer finance companies, brokerage firms, insurance companies, investment companies, mutual
funds, mortgage companies and financial service operations of major commercial and retail corporations. Regions expects competition to
intensify among financial services companies due to the recent consolidation of certain competing financial institutions and the conversion of
certain investment banks to bank holding companies.

Customers for banking services and other financial services offered by Regions� subsidiaries are generally influenced by convenience, quality of
service, personal contacts, price of services and availability of products. Although Regions� position varies in different markets, Regions believes
that its affiliates effectively compete with other financial services companies in their relevant market areas.

Employees

As of December 31, 2008, Regions and its subsidiaries had 30,784 employees.
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Available Information

Regions maintains a website at www.regions.com. Regions makes available on its website free of charge its annual reports on Form 10-K,
quarterly reports on Form 10-Q and current reports on Form 8-K, and amendments to those reports which are filed with or furnished to the SEC
pursuant to Section 13(a) of the Securities Exchange Act of 1934. These documents are made available on Regions� website as soon as
reasonably practicable after they are electronically filed with or furnished to the SEC. Also available on the website are Regions� (i) Corporate
Governance Principles, (ii) Code of Business Conduct and Ethics, (iii) Code of Ethics for Senior Financial Officers and (iv) the charters of its
Nominating and Corporate Governance Committee, Audit Committee, Compensation Committee and Risk Committee. You may also request a
copy of any of these documents, at no cost, by writing or telephoning Regions at the following address:

ATTENTION: Investor Relations

Regions Financial Corporation

1900 Fifth Avenue North

Birmingham, Alabama 35203

(205) 581-7890

Item 1A. Risk Factors
Making or continuing an investment in securities issued by Regions, including our common stock, involves certain risks that you should
carefully consider. The risks and uncertainties described below are not the only risks that may have a material adverse effect on Regions.
Additional risks and uncertainties also could adversely affect our businesses, financial condition and results of operations. If any of the following
risks actually occur, our businesses, financial condition or results of operations could be negatively affected, the market price for your securities
could decline, and you could lose all or a part of your investment. Further, to the extent that any of the information contained in this Annual
Report on Form 10-K constitutes forward-looking statements, the risk factors set forth below also are cautionary statements identifying
important factors that could cause Regions� actual results to differ materially from those expressed in any forward-looking statements made by or
on behalf of Regions.

Our businesses have been and may continue to be adversely affected by current conditions in the financial markets and economic conditions
generally.

The capital and credit markets have been experiencing unprecedented levels of volatility and disruption for more than a year. In some cases, the
markets have produced downward pressure on stock prices and credit availability for certain issuers without regard to those issuers� underlying
financial strength. As a consequence of the recession that the United States now finds itself in, business activity across a wide range of industries
face serious difficulties due to the lack of consumer spending and the extreme lack of liquidity in the global credit markets. Unemployment has
also increased significantly.

A sustained weakness or weakening in business and economic conditions generally or specifically in the principal markets in which we do
business could have one or more of the following adverse effects on our businesses:

� A decrease in the demand for loans and other products and services offered by us;

� A decrease in the value of our loans held for sale or other assets secured by consumer or commercial real estate;

� An impairment of certain intangible assets, such as goodwill;
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� An increase in the number of clients and counterparties who become delinquent, file for protection under bankruptcy laws or default
on their loans or other obligations to us. An increase in the number of delinquencies, bankruptcies or defaults could result in a higher
level of nonperforming assets, net charge-offs, provision for loan losses, and valuation adjustments on loans held for sale.

15

Edgar Filing: REGIONS FINANCIAL CORP - Form 10-K

Table of Contents 21



Table of Contents

Overall, during the past year, the general business environment has had an adverse effect on our business, and there can be no assurance that the
environment will improve in the near term. Until conditions improve, we expect our businesses, financial condition and results of operations to
be adversely affected.

Current market developments may adversely affect our industry, businesses and results of operations.

Dramatic declines in the housing market during the prior year, with falling home prices and increasing foreclosures and unemployment, have
resulted in, and may continue to result in, significant write-downs of asset values by us and other financial institutions, including
government-sponsored entities and major commercial and investment banks. These write-downs, initially of mortgage-backed securities but
spreading to credit default swaps and other derivative securities, have caused many financial institutions to seek additional capital, to merge with
larger and stronger institutions and, in some cases, to fail. Reflecting concern about the stability of the financial markets generally and the
strength of counterparties, many lenders and institutional investors have reduced, and in some cases, ceased to provide funding to borrowers
including financial institutions.

This market turmoil and tightening of credit have led to an increased level of commercial and consumer delinquencies, lack of consumer
confidence, increased market volatility and widespread reduction of business activity generally. The resulting lack of available credit, lack of
confidence in the financial sector, increased volatility in the financial markets and reduced business activity could materially and adversely
affect our business, financial condition and results of operations.

Further negative market developments may affect consumer confidence levels and may cause adverse changes in payment patterns, causing
increases in delinquencies and default rates, which may impact our charge-offs and provisions for credit losses. A worsening of these conditions
would likely exacerbate the adverse effects of these difficult market conditions on us and others in the financial services industry.

The soundness of other financial institutions could adversely affect us.

Since mid-2007, the financial services industry as a whole, as well as the securities markets generally, have been materially and adversely
affected by very significant declines in the values of nearly all asset classes and by a very serious lack of liquidity. Financial institutions in
particular have been subject to increased volatility and an overall loss in investor confidence.

Our ability to engage in routine funding transactions could be adversely affected by the actions and commercial soundness of other financial
institutions. Financial services companies are interrelated as a result of trading, clearing, counterparty, or other relationships. We have exposure
to many different industries and counterparties, and we routinely execute transactions with counterparties in the financial services industry,
including brokers and dealers, commercial banks, investment banks, mutual and hedge funds, and other institutional clients. As a result, defaults
by, or even rumors or questions about, one or more financial services companies, or the financial services industry generally, have led to
market-wide liquidity problems and could lead to losses or defaults by us or by other institutions. Many of these transactions expose us to credit
risk in the event of default of our counterparty or client. In addition, our credit risk may be exacerbated when the collateral held by us cannot be
realized or is liquidated at prices not sufficient to recover the full amount of the loan or derivative exposure due us. There is no assurance that
any such losses would not materially and adversely affect our businesses, financial condition or results of operations.

There can be no assurance that the Emergency Economic Stabilization Act of 2008 and other recently enacted government programs will
help stabilize the U.S. financial system.

On October 3, 2008, President Bush signed into law the Emergency Economic Stabilization Act of 2008, as amended (the �EESA�). The
legislation was the result of a proposal by Treasury Secretary Henry Paulson to the U.S. Congress on September 20, 2008 in response to the
financial crises affecting the banking system and
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financial markets and going concern threats to investment banks and other financial institutions. The U.S. Treasury and federal banking
regulators are implementing a number of programs under this legislation and otherwise to address capital and liquidity issues in the banking
system, including the CPP, in which Regions participated. In addition, other regulators have taken steps to attempt to stabilize and add liquidity
to the financial markets, such as the FDIC�s TLGP.

On February 10, 2009, Treasury Secretary Timothy Geithner announced the Financial Stability Plan, which earmarks the second $350 billion
originally authorized under the EESA. The Financial Stability Plan is intended to, among other things, make capital available to financial
institutions, purchase certain legacy loans and assets from financial institutions, restart securitization markets for loans to consumers and
businesses and relieve certain pressures on the housing market, including the reduction of mortgage payments and interest rates.

In addition, the American Recovery and Reinvestment Act of 2009 (the �ARRA�), which was signed into law on February 17, 2009, includes,
among other things, extensive new restrictions on the compensation arrangements of financial institutions participating in TARP.

There can be no assurance, however, as to the actual impact that the EESA, as supplemented by the Financial Stability Plan, the ARRA and
other programs will have on the financial markets, including the extreme levels of volatility and limited credit availability currently being
experienced. The failure of the EESA, the ARRA, the Financial Stability Plan and other programs to stabilize the financial markets and a
continuation or worsening of current financial market conditions could materially and adversely affect our businesses, financial condition,
results of operations, access to credit or the trading price of our common stock.

The EESA, ARRA and the Financial Stability Plan are relatively new initiatives and, as such, are subject to change and evolving interpretation.
There can be no assurances as to the effects that any further changes will have on the effectiveness of the government�s efforts to stabalize the
credit markets or on our businesses, financial condition or results of operations.

The limitations on incentive compensation contained in the ARRA may adversely affect Regions� ability to retain its highest performing
employees.

In the case of a company such as Regions that received CPP funds, the ARRA contains restrictions on bonus and other incentive compensation
payable to the five executives named in a company�s proxy statement and the next twenty highest paid employees. Depending upon the
limitations placed on incentive compensation by the final regulations issued under the ARRA, it is possible that Regions may be unable to create
a compensation structure that permits Regions to retain its highest performing employees. If this were to occur, Regions� businesses and results
of operations could be adversely affected, perhaps materially.

We are subject to extensive governmental regulation, which could have an adverse impact on our operations.

The banking industry is extensively regulated and supervised under both federal and state law. We are subject to the regulation and supervision
of the Federal Reserve, the FDIC and the Superintendent of Banking of the State of Alabama. These regulations are intended primarily to protect
depositors, the public and the FDIC insurance fund, and not our shareholders. These regulations govern matters ranging from the regulation of
certain debt obligations, changes in the control of bank holding companies and state-chartered banks, and the maintenance of adequate capital to
the general business operations and financial condition of Regions Bank, including permissible types, amounts and terms of loans and
investments, to the amount of reserves against deposits, restrictions on dividends, establishment of branch offices, and the maximum interest rate
that may be charged by law. Additionally, certain subsidiaries of Regions and Regions Bank, such as Morgan Keegan, are subject to regulation,
supervision and examination by other regulatory authorities, such as the SEC, FINRA and state securities and insurance regulators. We are
subject to changes in federal and state law, as well as regulations and governmental policies, income tax laws and accounting principles.
Regulations affecting banks and other
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financial institutions are undergoing continuous change, and the ultimate effect of such changes cannot be predicted. Regulations and laws may
be modified at any time, and new legislation may be enacted that will affect us, Regions Bank and our subsidiaries.

Given the current disruption in the financial markets and regulatory initiatives that are likely to be proposed by the new administration and
Congress, new regulations and laws that may affect us are increasingly likely. Compliance with such regulation may increase our costs and limit
our ability to pursue business opportunities. Also, participation in specific programs may subject us to additional restrictions. We cannot assure
you that such modifications or new laws will not adversely affect us. Our regulatory position is discussed in greater detail under Item 1.
�Business�Supervision and Regulation� of this Annual Report on Form 10-K.

In addition, Regions will be required to pay significantly higher FDIC premiums because market developments have significantly depleted the
insurance fund of the FDIC and reduced the ratio of reserves to insured deposits.

We may need to raise additional capital in the future and such capital may not be available when needed or at all.

We may need to raise additional capital in the future to provide us with sufficient capital resources and liquidity to meet our commitments and
business needs. Our ability to raise additional capital, if needed, will depend on, among other things, conditions in the capital markets at that
time, which are outside of our control, and our financial performance. The ongoing liquidity crisis and the loss of confidence in financial
institutions may increase our cost of funding and limit our access to some of our customary sources of capital, including, but not limited to,
inter-bank borrowings, repurchase agreements and borrowings from the discount window of the Federal Reserve.

We cannot assure you that such capital will be available to us on acceptable terms or at all. Any occurrence that may limit our access to the
capital markets, such as a decline in the confidence of debt purchasers, depositors of Regions Bank or counterparties participating in the capital
markets, or a downgrade of our debt rating, may adversely affect our capital costs and our ability to raise capital and, in turn, our liquidity. An
inability to raise additional capital on acceptable terms when needed could have a materially adverse effect on our businesses, financial
condition and results of operations.

We are a holding company and depend on our subsidiaries for dividends, distributions and other payments.

We are a legal entity separate and distinct from our banking and other subsidiaries. Our principal source of cash flow, including cash flow to pay
dividends to our stockholders and principal and interest on our outstanding debt, is dividends from Regions Bank. There are statutory and
regulatory limitations on the payment of dividends by Regions Bank to us, as well as by us to our stockholders. Regulations of both the Federal
Reserve and the State of Alabama affect the ability of Regions Bank to pay dividends and other distributions to us and to make loans to us.
Given the loss recorded at Regions Bank during the fourth quarter of 2008, under the Federal Reserve�s rules, Regions Bank does not expect to
be able to pay dividends to us in the near term without first obtaining regulatory approval. If Regions Bank is unable to make dividend payments
to us and sufficient capital is not otherwise available, we may not be able to make dividend payments to our common stockholders or principal
and interest payments on our outstanding debt. See �Supervision and Regulation�Payment of Dividends� of this Annual Report on Form 10-K.

In addition, our right to participate in a distribution of assets upon a subsidiary�s liquidation or reorganization is subject to the prior claims of the
subsidiary�s creditors.

18

Edgar Filing: REGIONS FINANCIAL CORP - Form 10-K

Table of Contents 24



Table of Contents

Any reduction in our credit rating could increase the cost of our funding from the capital markets.

The major rating agencies regularly evaluate us and their ratings of our long-term debt based on a number of factors, including our financial
strength as well as factors not entirely within our control, including conditions affecting the financial services industry generally. On February 2,
2009, Moody�s Investors Service (�Moody�s�) downgraded our long-term senior debt from A2 to A3, and downgraded the ratings of certain of our
subsidiaries, including Regions Bank. Moody�s downgraded its rating of Regions Bank�s financial strength from B- to C+ and its rating of
Regions Bank�s long-term deposits from A1 to A2 and all of our debt and deposit ratings remain on negative outlook. In light of the difficulties in
the financial services industry and the housing and financial markets, there can be no assurance that we will not be subject to further
downgrades. Credit ratings measure a company�s ability to repay its obligations and directly affect the cost and availability to that company of
unsecured financing. Further downgrades could adversely affect the cost and other terms upon which we are able to obtain funding and increase
our cost of capital.

We may not pay dividends on your common stock.

Holders of shares of our common stock are only entitled to receive such dividends as our board of directors may declare out of funds legally
available for such payments. Although we have historically declared cash dividends on our common stock, we are not required to do so and may
reduce or eliminate our common stock dividend in the future. This could adversely affect the market price of our common stock. Also,
participation in the CPP limits our ability to increase our dividend or to repurchase our common stock for so long as any securities issued under
such program remain outstanding, as discussed in greater detail below.

If we experience greater credit losses than anticipated, our earnings may be adversely affected.

As a lender, we are exposed to the risk that our customers will be unable to repay their loans according to their terms and that any collateral
securing the payment of their loans may not be sufficient to assure repayment. Credit losses are inherent in the business of making loans and
could have a material adverse effect on our operating results. Our credit risk with respect to our real estate and construction loan portfolio will
relate principally to the creditworthiness of corporations and the value of the real estate serving as security for the repayment of loans. Our credit
risk with respect to our commercial and consumer loan portfolio will relate principally to the general creditworthiness of businesses and
individuals within our local markets.

We make various assumptions and judgments about the collectibility of our loan portfolio and provide an allowance for estimated credit losses
based on a number of factors. We believe that our allowance for credit losses is adequate. However, if our assumptions or judgments are wrong,
our allowance for credit losses may not be sufficient to cover our actual credit losses. We may have to increase our allowance in the future in
response to the request of one of our primary banking regulators, to adjust for changing conditions and assumptions, or as a result of any
deterioration in the quality of our loan portfolio. The actual amount of future provisions for credit losses cannot be determined at this time and
may vary from the amounts of past provisions.

Further disruptions in the residential real estate market could adversely affect our performance.

As of December 31, 2008, residential homebuilder loans, home equity loans secured by second liens in Florida and condominium loans
represented approximately 9.3% of our total loan portfolio. These portions of our loan portfolio have been under stress for over a year and, due
to weakening credit quality, we increased our loan loss provision and our total allowance for credit losses. In addition, we have implemented
several measures to support the management of these portions of the loan portfolio, including reassignment of experienced, key relationship
managers to focus on work-out strategies for distressed borrowers.

While we expect that these actions will help mitigate the overall effects of the credit down cycle, the weakness in these portions of our loan
portfolio is expected to continue well into 2009. Accordingly, it is anticipated that our non-performing asset and charge-off levels will remain
elevated.
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Further, the effects of recent mortgage market challenges, combined with the ongoing decrease in residential real estate market prices and
demand, could result in further price reductions in home values, adversely affecting the value of collateral securing the residential real estate and
construction loans that we hold, as well as loan originations and gains on sale of real estate and construction loans. Specifically, a significant
portion of our residential mortgages and commercial real estate loan portfolios are composed of borrowers in the Southeastern United States, in
which certain markets have been particularly adversely affected by declines in real estate value, declines in home sale volumes, and declines in
new home building. For example, prices of Florida properties remain under significant pressure, with rising unemployment levels and the impact
of the real estate downturn on the general economy. These factors could result in higher delinquencies and greater charge-offs in future periods,
which would materially adversely affect our financial condition and results of operations. A decline in home values or overall economic
weakness could also have an adverse impact upon the value of real estate or other assets which we own upon foreclosing a loan.

Our profitability and liquidity may be affected by changes in economic conditions in the areas where our operations or loans are
concentrated.

Our success depends to a certain extent on the general economic conditions of the geographic markets served by Regions Bank in the states of
Alabama, Arkansas, Florida, Georgia, Illinois, Indiana, Iowa, Kentucky, Louisiana, Mississippi, Missouri, North Carolina, South Carolina,
Tennessee, Texas and Virginia. The local economic conditions in these areas have a significant impact on Regions Bank�s commercial, real estate
and construction loans, the ability of borrowers to repay these loans and the value of the collateral securing these loans. Adverse changes in the
economic conditions of these geographical areas for over a year have had a negative impact on the financial results of our banking operations
and may continue to have a negative effect on our businesses, financial condition and results of operations.

We are exposed to intangible asset risk; specifically, our goodwill may become impaired.

We have determined that a portion of our goodwill was impaired and recorded a non-cash goodwill impairment charge of $6.0 billion in the
fourth quarter of 2008. In addition, a further significant and sustained decline in our stock price and market capitalization, a significant decline in
our expected future cash flows, a significant adverse change in the business climate or slower growth rates could result in further impairment of
goodwill. If we were to conclude that a future write-down of our goodwill is necessary, then we would record the appropriate charge, which
could be materially adverse to our operating results and financial position. For further discussion, see Notes 1 and 10, �Summary of Significant
Accounting Policies� and �Intangible Assets�, to the Consolidated Financial Statements included in Item 8. of this Annual Report on Form 10-K.

Rapid and significant changes in market interest rates may adversely affect our performance.

Most of our assets and liabilities are monetary in nature and subject us to significant risks from changes in interest rates. Our profitability
depends to a large extent on our net interest income, and changes in interest rates can impact our net interest income as well as the valuation of
our assets and liabilities.

Our current one-year interest rate sensitivity position is asset sensitive, meaning that an immediate increase in interest rates would likely have a
positive cumulative impact on Regions� twelve-month net interest income. Alternatively, a gradual decrease in rates over a twelve-month period
would likely have a negative impact on twelve-month net interest income. However, like most financial institutions, our results of operations are
affected by changes in interest rates and our ability to manage interest rate risks. Changes in market interest rates, or changes in the relationships
between short-term and long-term market interest rates, or changes in the relationships between different interest rate indices, can affect the
interest rates charged on interest-earning assets differently than the interest rates paid on interest-bearing liabilities. This difference could result
in an increase in interest expense relative to interest income, or a decrease in our interest rate spread. For a more detailed discussion of these
risks and our management strategies for these risks, see Item 7. �Management�s Discussion and Analysis of Financial Condition and Results of
Operation� and Item 7A. �Quantitative and Qualitative Disclosures about Market Risk� of this Annual Report on Form 10-K.
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Our net interest margin depends on many factors that are partly or completely out of our control, including competition, federal economic
monetary and fiscal policies, and general economic conditions. Despite our strategies to manage interest rate risks, changes in interest rates can
still have a material adverse impact on our businesses, financial condition and results of operations.

The performance of our investment portfolio is subject to fluctuations due to changes in interest rates and market conditions.

Changes in interest rates can negatively affect the performance of most of our investments. Interest rate volatility can reduce unrealized gains or
create unrealized losses in our portfolios. Interest rates are highly sensitive to many factors, including governmental monetary policies, domestic
and international economic and political conditions, and other factors beyond our control. Fluctuations in interest rates affect our returns on, and
the market value of, our investment securities.

The fair market value of the securities in our portfolio and the investment income from these securities also fluctuate depending on general
economic and market conditions. In addition, actual net investment income and/or cash flows from investments that carry prepayment risk, such
as mortgage-backed and other asset-backed securities, may differ from those anticipated at the time of investment as a result of interest rate
fluctuations. See the �Securities� section of Item 7. �Management�s Discussion and Analysis of Financial Condition and Results of Operation� of this
Annual Report on Form 10-K.

Hurricanes and other weather-related events could cause a disruption in our operations or other consequences that could have an adverse
impact on our results of operations.

A significant portion of our operations are located in the areas bordering the Gulf of Mexico and the Atlantic Ocean, regions that are susceptible
to hurricanes. Such weather events can cause disruption to our operations and could have a material adverse effect on our overall results of
operations. We maintain hurricane insurance, including coverage for lost profits and extra expense; however, there is no insurance against the
disruption to the markets that we serve that a catastrophic hurricane could produce. Further, a hurricane in any of our market areas could
adversely impact the ability of borrowers to timely repay their loans and may adversely impact the value of any collateral held by us. Some of
the states in which we operate have in recent years experienced extreme droughts. The effects of past or future hurricanes, droughts and other
weather-related events are difficult to predict, but could have an adverse effect on our businesses, financial condition and results of operations.

Our participation in the U.S. Treasury�s CPP imposes restrictions and obligations on us that limit our ability to increase dividends,
repurchase shares of our common stock and access the equity capital markets.

On November 14, 2008, we issued and sold preferred stock and a warrant to purchase our common stock to the U.S. Treasury as part of its CPP.
Prior to November 14, 2011, unless we have redeemed all of the preferred stock or the U.S. Treasury has transferred all of the preferred stock to
a third party, the agreement pursuant to which such securities were sold, among other things, limits the payment of dividends on our common
stock to the current quarterly dividend of $0.10 per share without prior regulatory approval, limits our ability to repurchase shares of our
common stock (with certain exceptions, including the repurchase of our common stock to offset share dilution from equity-based compensation
awards), and grants the holders of such securities certain registration rights which, in certain circumstances, impose lock-up periods during
which we would be unable to issue equity securities. In addition, unless we are able to redeem the preferred stock during the first five years, the
dividends on of this capital will increase substantially at that point, from 5% ($175 million annually) to 9% ($315 million annually). Depending
on market conditions at the time, this increase in dividends could significantly impact our liquidity. See �Regulation and Supervision�U.S.
Treasury Capital Purchase Program.�
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The market price of shares of our common stock will fluctuate.

The market price of our common stock could be subject to significant fluctuations due to a change in sentiment in the market regarding our
operations or business prospects. Such risks may be affected by:

� Operating results that vary from the expectations of management, securities analysts and investors;

� Developments in our businesses or in the financial sector generally;

� Regulatory changes affecting our industry generally or our businesses and operations;

� The operating and securities price performance of companies that investors consider to be comparable to us;

� Announcements of strategic developments, acquisitions and other material events by us or our competitors;

� Changes in the credit, mortgage and real estate markets, including the markets for mortgage-related securities; and

� Changes in global financial markets and global economies and general market conditions, such as interest or foreign exchange rates,
stock, commodity, credit or asset valuations or volatility.

Stock markets in general and our common stock in particular have, over the past year, and continue to be experiencing significant price and
volume volatility. As a result, the market price of our common stock may continue to be subject to similar market fluctuations that may be
unrelated to our operating performance or prospects. Increased volatility could result in a decline in the market price of our common stock.

Industry competition may have an adverse effect on our success.

Our profitability depends on our ability to compete successfully. We operate in a highly competitive environment. Certain of our competitors are
larger and have more resources than we do. In our market areas, we face competition from other commercial banks, savings and loan
associations, credit unions, internet banks, finance companies, mutual funds, insurance companies, brokerage and investment banking firms, and
other financial intermediaries that offer similar services. Some of our non-bank competitors are not subject to the same extensive regulations that
govern Regions or Regions Bank and may have greater flexibility in competing for business. Regions expects competition to intensify among
financial services companies due to the recent consolidation of certain competing financial institutions and the conversion of certain investment
banks to bank holding companies. Should competition in the financial services industry intensify, Regions� ability to market its products and
services may be adversely affected.

Changes in the policies of monetary authorities and other government action could adversely affect our profitability.

The results of operations of Regions are affected by credit policies of monetary authorities, particularly the Federal Reserve. The instruments of
monetary policy employed by the Federal Reserve include open-market operations in U.S. government securities, changes in the discount rate or
the federal funds rate on bank borrowings, and changes in reserve requirements against bank deposits. In view of changing conditions in the
national economy and in the money markets, we cannot predict possible future changes in interest rates, deposit levels, and loan demand on our
businesses and earnings. Furthermore, ongoing military operations in the Middle East or elsewhere around the world, including those in response
to terrorist attacks, may result in currency fluctuations, exchange controls, market disruption and other adverse effects.

Anti-takeover laws and certain agreements and charter provisions may adversely affect share value.

Edgar Filing: REGIONS FINANCIAL CORP - Form 10-K

Table of Contents 28



Certain provisions of state and federal law and our certificate of incorporation may make it more difficult for someone to acquire control of us
without our Board of Directors� approval. Under federal law, subject to certain exemptions, a person, entity or group must notify the federal
banking agencies before acquiring control of

22

Edgar Filing: REGIONS FINANCIAL CORP - Form 10-K

Table of Contents 29



Table of Contents

a bank holding company. Acquisition of 10% or more of any class of voting stock of a bank holding company or state member bank, including
shares of our common stock, creates a rebuttable presumption that the acquiror �controls� the bank holding company or state member bank. Also,
as noted under �Supervision and Regulation�General,� a bank holding company must obtain the prior approval of the Federal Reserve before,
among other things, acquiring direct or indirect ownership or control of more than 5% of the voting shares of any bank, including Regions Bank.
There also are provisions in our certificate of incorporation that may be used to delay or block a takeover attempt. As a result, these statutory
provisions and provisions in our certificate of incorporation could result in Regions being less attractive to a potential acquiror.

Future issuances of additional securities could result in dilution of your ownership.

We may determine from time to time to issue additional securities to raise additional capital, support growth, or to make acquisitions. Further,
we may issue stock options or other stock grants to retain and motivate our employees. These issuances of our securities will dilute the
ownership interests of our stockholders.

We need to stay current on technological changes in order to compete and meet customer demands.

The financial services market, including banking services, is undergoing rapid changes with frequent introductions of new technology-driven
products and services. In addition to better serving customers, the effective use of technology increases efficiency and may enable us to reduce
costs. Our future success may depend, in part, on our ability to use technology to provide products and services that provide convenience to
customers and to create additional efficiencies in our operations.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties
Regions� corporate headquarters occupy the main banking facility of Regions Bank, located at 1900 Fifth Avenue North, Birmingham, Alabama
35203.

Regions Bank, Regions� banking subsidiary, operates 1,900 banking offices. Regions provides investment banking and brokerage services from
over 300 offices of Morgan Keegan. At December 31, 2008, there were no significant encumbrances on the offices, equipment and other
operational facilities owned by Regions and its subsidiaries.

See Item 1. �Business� of this Annual Report on Form 10-K for a list of the states in which Regions Bank branches and Morgan Keegan�s offices
are located.

Item 3. Legal Proceedings
Reference is made to Note 25 �Commitments, Contingencies and Guarantees,� to the consolidated financial statements under Item 8. of this
Annual Report on Form 10-K.

Regions and its affiliates are subject to litigation, including the litigation discussed below, and claims arising in the ordinary course of business.
Punitive damages are routinely claimed in these cases. Regions continues to be concerned about the general trend in litigation involving large
damage awards against financial service company defendants. Regions evaluates these contingencies based on information currently available,
including advice of counsel and assessment of available insurance coverage. Although it is not possible to predict the ultimate resolution or
financial liability with respect to these litigation contingencies, management is currently of the opinion that the outcome of pending and
threatened litigation would not have a material effect on Regions� consolidated financial position or results of operations, except to the extent
indicated in the discussion below.
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In late 2007 and during 2008, Regions and certain of its affiliates were named in class-action lawsuits filed in federal and state courts on behalf
of investors who purchased shares of certain Regions Morgan Keegan Select Funds (the �Funds�) and shareholders of Regions. The complaints
contain various allegations, including claims that the Funds and the defendants misrepresented or failed to disclose material facts relating to the
activities of the Funds. No class has been certified, and at this stage of the lawsuits Regions cannot determine the probability of a material
adverse result or reasonably estimate a range of potential exposures, if any. However, it is possible that an adverse resolution of these matters
may be material to Regions� consolidated financial position or results of operations. In addition, the Company has received requests for
information from the SEC Staff regarding the matters subject to the litigation described above.

Certain of the shareholders in these Funds and other interested parties have entered into arbitration proceedings and individual civil claims, in
lieu of participating in the class actions. Although it is not possible to predict the ultimate resolution or financial liability with respect to these
contingencies, management is currently of the opinion that the outcome of these proceedings would not have a material effect on Regions�
consolidated financial position or results of operations.

Item 4. Submission of Matters to a Vote of Security Holders
None.

Executive Officers of the Registrant.

Information concerning the Executive Officers of Regions is set forth under Item 10. �Directors, Executive Officers and Corporate Governance� of
this Annual Report on Form 10-K.
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PART II

Item 5. Market For Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Regions� common stock, par value $.01 per share, is listed for trading on the New York Stock Exchange under the symbol RF. Quarterly high
and low sales prices of and cash dividends declared on Regions� common stock are set forth in Table 25 �Quarterly Results of Operations� of
�Management�s Discussion and Analysis�, which is included in Item 7. of this Annual Report on Form 10-K. As of February 17, 2009, there were
83,232 holders of record of Regions� common stock (including participants in the Computershare Investment Plan for Regions Financial
Corporation).

Restrictions on the ability of Regions Bank to transfer funds to Regions at December 31, 2008, are set forth in Note 15 �Regulatory Capital
Requirements and Restrictions� to the consolidated financial statements, which are included in Item 8. of this Annual Report on Form 10-K. A
discussion of certain limitations on the ability of Regions Bank to pay dividends to Regions and the ability of Regions to pay dividends on its
common stock is set forth in Item 1. �Business� under the heading �Supervision and Regulation�Payment of Dividends� of this Annual Report on
Form 10-K.

The following table presents information regarding issuer purchases of equity securities during the fourth quarter of 2008.

Period

Total Number
of Shares
Purchased

Average
Price

Paid Per
Share

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans
or Programs

Maximum Number
of Shares that May
Yet Be Purchased
Under the Plans or

Programs
October 1, 2008�October 31, 2008 �  $ �  �  23,072,300
November 1, 2008�November 30, 2008 �  �  �  23,072,300
December 1, 2008�December 31, 2008 �  �  �  23,072,300

Total $ �  23,072,300

On January 18, 2007, Regions� Board of Directors assessed the repurchase authorization of Regions and authorized the repurchase of an
additional 50 million shares of Regions� common stock through open market or privately negotiated transactions and announced the authorization
of this repurchase. As indicated in the table above, approximately 23.1 million shares remain available for repurchase under the existing plan. As
discussed in the �Supervision and Regulation� section of Item 1. �Business� of this Annual Report on Form 10-K, the Company�s ability to
repurchase its common stock is limited by the terms of the Purchase Agreement between Regions and the U.S. Treasury. Under the CPP, prior to
the earlier of (i) November 14, 2011, or (ii) the date on which the Series A Preferred Stock is redeemed in whole or the U.S. Treasury has
transferred all of the Series A Preferred Stock to unaffiliated third parties, the consent of the U.S. Treasury is required to repurchase any shares
of common stock except in connection with benefit plans in the ordinary course of business and certain other limited exceptions.
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PERFORMANCE GRAPH

Set forth below is a graph comparing the yearly percentage change in the cumulative total return of Regions� common stock against the
cumulative total return of the S&P 500 Index and the S&P Banks Index for the past five years. This presentation assumes that the value of the
investment in Regions� common stock and in each index was $100 and that all dividends were reinvested.

Period Ending
12/31/2003 12/31/2004 12/31/2005 12/31/2006 12/31/2007 12/31/2008

Regions $ 100.00 $ 123.30 $ 123.34 $ 141.74 $ 94.06 $ 33.88
S&P 500 Index 100.00 110.88 116.32 134.69 142.09 89.52
S&P Banks Index 100.00 114.95 116.74 134.99 104.37 66.10

Item 6. Selected Financial Data
The information required by Item 6. is set forth in Table 1 �Financial Highlights� of �Management�s Discussion and Analysis of Financial Condition
and Results of Operation�, which is included in Item 7. of this Annual Report on Form 10-K.
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Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operation

Item 7A. Quantitative and Qualitative Disclosures about Market Risk
INTRODUCTION

GENERAL

The following discussion and financial information is presented to aid in understanding Regions Financial Corporation�s (�Regions� or the
�Company�) financial position and results of operations. The emphasis of this discussion will be on the years 2008, 2007 and 2006; in addition,
financial information for prior years will also be presented when appropriate. Certain amounts in prior year presentations have been reclassified
to conform to the current year presentation, except as otherwise noted.

Regions� profitability, like that of many other financial institutions, is dependent on its ability to generate revenue from net interest income and
non-interest income sources. Net interest income is the difference between the interest income Regions receives on interest-earning assets, such
as loans and securities, and the interest expense Regions pays on interest-bearing liabilities, principally deposits and borrowings. Regions� net
interest income is impacted by the size and mix of its balance sheet components and the interest rate spread between interest earned on its assets
and interest paid on its liabilities. Non-interest income includes fees from service charges on deposit accounts, brokerage, investment banking,
capital markets, and trust activities, mortgage servicing and secondary marketing, insurance activities, and other customer services which
Regions provides. Results of operations are also affected by the provision for loan losses and non-interest expenses such as salaries and
employee benefits, occupancy and other operating expenses, including income taxes. In addition, in 2008 Regions non-interest expense was
impacted by a non-cash goodwill impairment charge.

Economic conditions, competition, and the monetary and fiscal policies of the Federal government significantly affect most financial
institutions, including Regions. Lending and deposit activities and fee income generation are influenced by levels of business spending and
investment, consumer income, consumer spending and savings, capital market activities, and competition among financial institutions, as well as
customer preferences, interest rate conditions and prevailing market rates on competing products in Regions� market areas. Other factors,
including the Company�s balance sheet capacity, capital levels and its liquidity management efforts also influence Regions� lending and deposit
taking activities as well as its overall profitability.

Regions� business strategy has been and continues to be focused on providing a competitive mix of products and services, delivering quality
customer service and maintaining a branch distribution network with offices in convenient locations. Regions delivers this business with the
personal attention and feel of a community bank and with the service and product offerings of a large regional bank.

Acquisitions

The acquisitions of banks and other financial services companies have historically contributed significantly to Regions� growth. The acquisitions
of other financial services companies have also allowed Regions to better diversify its revenue stream and to offer additional products and
services to its customers. From time to time, Regions evaluates potential bank and non-bank acquisition candidates.

On January 1, 2008, Regions Insurance Group, Inc., a subsidiary of Regions Financial Corporation, acquired certain assets of Barksdale Bonding
and Insurance, Inc., a multi-line insurance agency headquartered in Jackson, Mississippi. During the third quarter of 2008, the Company
assumed approximately $900 million of deposits from a failed Atlanta-area bank in a Federal Deposit Insurance Corporation (�FDIC�)-assisted
transaction. In addition, in December 2008, Morgan Keegan & Company, Inc. (�Morgan Keegan�) a subsidiary of Regions Financial Corporation,
acquired Revolution Partners, LLC, a Boston-based investment banking boutique specializing in mergers and acquisitions and private capital
advisory services for the technology industry.
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On February 6, 2009, Regions acquired from the FDIC approximately $285 million in total deposits from a failed bank headquartered in Henry
County, Georgia. Under the terms of the agreement with the FDIC, Regions assumed operations of the bank�s four branches and provides
banking services to its former customers.

During 2007, Regions acquired two financial services entities. On January 2, 2007, Regions Insurance Group, Inc. acquired certain assets of
Miles & Finch, Inc., a multi-line insurance agency headquartered in Kokomo, Indiana, with annual revenues of approximately $10 million. On
June 15, 2007, Morgan Keegan acquired Shattuck Hammond Partners LLC (�Shattuck Hammond�), an investment banking and financial advisory
firm headquartered in New York, New York.

On November 4, 2006, Regions merged with AmSouth Bancorporation (�AmSouth�), headquartered in Birmingham, Alabama. In the
stock-for-stock merger, 0.7974 shares of Regions were exchanged, on a tax-free basis, for each share of AmSouth common stock. AmSouth had
total assets of approximately $58 billion (including goodwill) and operated in 6 states at the time of the merger. This transaction was accounted
for as a purchase of 100 percent of the voting interests of AmSouth by Regions and, accordingly, financial results for periods prior to
November 4, 2006 have not been restated. The Company completed the operational integration of AmSouth into Regions during 2007. As part
of the integration process, Regions converted its mortgage, brokerage, trust, and payroll and benefits platforms, as well as its entire network of
branches to a common operating platform. Concurrent with the branch conversions, 160 branches in close proximity to one another were
consolidated into the remaining branch system. Also related to the merger, during the first quarter of 2007, Regions divested 52 branches, which
is discussed later in the �Dispositions� section of this report.

Regions incurred approximately $822 million in one-time pre-tax merger-related costs to bring the two companies together. Regions recorded
$185.4 million of such costs in goodwill during 2006. This amount was subsequently adjusted down by $2.9 million in 2007. The majority of
merger costs flowed directly through the income statement. These included $200.2 million, $350.9 million, and $88.7 million in pre-tax merger
expenses during 2008, 2007 and 2006, respectively. No merger expenses related to the AmSouth transaction were recorded after the third quarter
of 2008.

Anticipated cost savings are an important driver of any merger transaction. Regions estimates that it achieved an ongoing annual cost savings
run-rate in excess of $800 million as of year-end 2008, as a result of the merger. These savings were primarily recognized in areas such as
personnel, occupancy and equipment, operations and technology, and corporate functions.

Dispositions

During the first quarter of 2007, through sales to three separate buyers, Regions completed the divestiture of 52 former AmSouth branches
having approximately $2.7 billion in deposits and $1.7 billion in loans. These divestitures were required in markets where the merger may have
affected competition.

On March 30, 2007, Regions sold its wholly-owned non-conforming mortgage origination subsidiary, EquiFirst Corporation (�EquiFirst�) for an
initial sales price of approximately $76 million. The business related to EquiFirst has been accounted for as discontinued operations and the
results are presented separately on the consolidated statements of operations for all periods presented. Resolution of the sales price was
completed in October 2008, and resulted in an after-tax loss of approximately $10 million. See Note 4 �Discontinued Operations� to the
consolidated financial statements for further details.

Business Segments

Regions provides traditional commercial, retail and mortgage banking services, as well as other financial services in the fields of investment
banking, asset management, trust, mutual funds, securities brokerage, insurance and other specialty financing. Regions carries out its strategies
and derives its profitability from the following business segments:
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General Banking/Treasury

Regions� primary business is providing traditional commercial, retail and mortgage banking services to its customers. Regions� banking
subsidiary, Regions Bank, operates as an Alabama state-chartered bank with branch offices in Alabama, Arkansas, Florida, Georgia, Illinois,
Indiana, Iowa, Kentucky, Louisiana, Mississippi, Missouri, North Carolina, South Carolina, Tennessee, Texas and Virginia. The Treasury
function includes the Company�s securities portfolio and other wholesale funding activities. In 2008, Regions� general banking and treasury
operations reported a loss of approximately $5.6 billion, primarily the result of a $6.0 billion non-cash goodwill impairment charge.

Investment Banking, Brokerage and Trust

Regions provides investment banking, brokerage and trust services in approximately 332 offices of Morgan Keegan, a subsidiary of Regions and
one of the largest investment firms based in the South. Morgan Keegan contributed $128.3 million of income in 2008. Its lines of business
include private client, retail brokerage services, fixed-income capital markets, equity capital markets, trust, and asset management.

Insurance

Regions provides insurance-related services through Regions Insurance Group, Inc., a subsidiary of Regions and a full-line insurance brokerage
firm. Regions Insurance Group is one of the 25 largest insurance brokers in the country. The insurance segment includes all business associated
with insurance coverage for various lines of personal and commercial insurance, such as property, casualty, life, health and accident insurance.
The insurance segment also offers credit-related insurance products, such as term life, credit life, environmental, crop and mortgage insurance,
as well as debt cancellation products to customers of Regions. Insurance activities contributed approximately $20.1 million of income in 2008.

See Note 24 �Business Segment Information� to the consolidated financial statements for further information on Regions� business segments.
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Table 1�Financial Highlights

2008 2007 2006 2005 2004
(In thousands, except per share data)

EARNINGS SUMMARY
Interest income $ 6,563,390 $ 8,074,663 $ 5,649,118 $ 4,271,145 $ 2,918,405
Interest expense 2,720,434 3,676,297 2,340,816 1,489,756 842,651

Net interest income 3,842,956 4,398,366 3,308,302 2,781,389 2,075,754
Provision for loan losses 2,057,000 555,000 142,373 166,746 124,215

Net interest income after provision for loan losses 1,785,956 3,843,366 3,165,929 2,614,643 1,951,539
Non-interest income 3,073,231 2,855,835 2,029,720 1,686,820 1,484,230
Non-interest expense 10,791,614 4,660,351 3,204,028 2,942,895 2,315,548

Income (loss) before income taxes from continuing operations (5,932,427) 2,038,850 1,991,621 1,358,568 1,120,221
Income taxes (benefits) (348,114) 645,687 619,100 395,861 330,478

Income (loss) from continuing operations (5,584,313) 1,393,163 1,372,521 962,707 789,743

Income (loss) from discontinued operations before income taxes (18,405) (217,387) (32,606) 63,527 55,361
Income tax expense (benefit) (6,944) (75,319) (13,230) 25,690 21,339

Income (loss) from discontinued operations (11,461) (142,068) (19,376) 37,837 34,022

Net income (loss) $ (5,595,774) $ 1,251,095 $ 1,353,145 $ 1,000,544 $ 823,765

Income (loss) from continuing operations available to common shareholders $ (5,610,549) $ 1,393,163 $ 1,372,521 $ 962,707 $ 783,723

Net income (loss) available to common shareholders $ (5,622,010) $ 1,251,095 $ 1,353,145 $ 1,000,544 $ 817,745

Earnings (loss) per common share from continuing operations� basic $ (8.07) $ 1.97 $ 2.74 $ 2.09 $ 2.13
Earnings (loss) per common share from continuing operations�diluted (8.07) 1.95 2.71 2.07 2.10
Earnings (loss) per common share�basic (8.09) 1.77 2.70 2.17 2.22
Earnings (loss) per common share�diluted (8.09) 1.76 2.67 2.15 2.19
Return on average tangible common stockholders� equity
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