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Report of Independent Registered Pub;lic Accounting Firm

|
To the Participants and Administrator of |

|
The Colonial BancGroup 401(k) Plan |
|
|

In our opinion, the accompanying statements of net assetsI available for benefits and the related
statement of changes in net assets available for benefits present fairly, in all material respects,
the net assets available for benefits of The Colonial BancGroup 401(k) Plan (the “Plan”) at
December 31, 2005 and 2004, and the changes in net assets available for benefits for the year
ended December 31, 2005 in conformity with accounting principles generally accepted in the
United States of America. These financial statements areithe responsibility of the Plan’s
management. Our responsibility is to express an opinion on these financial statements based
on our audits. We conducted our audits of these statements in accordance with the standards
of the Public Company Accounting Oversight Board (Umted States). Those standards require
that we plan and perform the audit to obtain reasonable as:surancje about whether the financial
statements are free of material misstatement. An audit in¢ludes examining, on a test basis,
evidence supporting the amounts and disclosures in the fihancial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audlts provide a reasonable basis
for our opinion. |

| ‘

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental schedule of assets (held at end of year) is
presented for the purpose of additional analysis and is not!a required part of the basic financial
statements but is supplementary information required by the Department of Labor's Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act
of 1974. This supplemental schedule is the responsibility jof the Plan's management. The
supplemental schedule has been subjected to the auditing procedures applied in the audits of
the basic financial statements and, in our opinion, is fa1r1y| stated in all material respects in
relation to the basic financial statements taken as a whole.

o
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Birmingham, Alabama |
June 16, 2006



The Colonial BancGroup 401(k) Plan
Statements of Net Assets Available for Benefits

December 31, 2005 and 2004

Assets
Investments at fair value
Cash, noninterest-bearing
Contributions receivable
Employees
Employer
Dividends receivable

Net Assets Available for Benefits

The accompanying notes are an integral part of these financial statements.

2005 2004
$ 96,911,518 $ 83,012,152
457,302 121,905
324,091 282,076
109,542 94,745
‘ - 10,216
83,521,094

$ 97,802,453 $
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The Colonial BancGroup 401(k) Plan
Statement of Changes in Net Assets Available for Benefts
Year Ended December 31, 2005

Additions
Dividend and interest income
Contributions
Employee
Employer
Transfer from plan merger
Employee rollover proceeds
Net appreciation in fair value of investments

Total additions

Deductions
Administrative expenses
Benefits

Total deductions

Net increase

Net Assets Available for Benefits
Beginning of year

End of year

The accompanying notes are an integral part of these financial statements.

3

2005
3,676,698

9,604,177
3,462,246
2,833,622

847,520
3,712,789

24,137,052

165,424
9,690,269

9,855,693

14,281,359

83,521,094

97,802,453




The Colonial BancGroup 401(k) Plan
Notes to Financial Statements
December 31, 2005 and 2004

1.  Description of Plan

The Colonial BancGroup 401(k) Plan (the “Plan”) is a salary reduction profit sharing plan sponsored
by The Colonial BancGroup, Inc. and its subsidiaries (collectively "BancGroup") to provide benefits
to their employees. BancGroup operates predominately in the domestic commercial banking industry
in the southeastern United States.

The Plan is administered by the Administrative Committee for the Colonial BancGroup 401(k) Plan.
The Charles Schwab Trust Company functions as the Plan Trustee and Milliman USA, Inc. serves as
the Plan Recordkeeper.

Participants should refer to the Plan agreement for more complete information regarding vesting,
benefits, and other plan provisions.

Eligibility and Participation

Prior to April 1, 2005, each employee who worked at least 20 hours per week were eligible to
become a participant on the first day of any calendar month following the completion of three
months of eligible service. Effective April 1, 2005, each employee of BancGroup who works at least
20 hours per week shall be eligible to become an active participant coincident with the employment
date of hire. Employees who work less than 20 hours a week shall be eligible to become an active
participant the date the employee completes one year of eligible service.

Employee Contributions ‘

Under the Plan, the amount of salary reduction for any plan year shall be no less than 1% of the
participant's compensation nor greater than 70% of the partlclpant's compensation (in 1%
increments). The amount of the salary reduction will be remltted by BancGroup to the Plan's
custodian at the end of each pay period. For 2005, the maximum employee contribution allowable by
the Internal Revenue Code, excluding catch-up conmbutlon provisions, was $14,000. The maximum
catch-up contribution for 2005 was $4,000.

Employee Rollover Contributions :
Employees may roll other funds from a prior employer’s quahﬁed retirement plan or certain IRAs
into the Plan. The funds must be rolled into the Plan w1th1n 60 days after the funds are received by
the employee from the other qualified plan. ;

Transfer from Plan Merger ! ‘

During 2005, BancGroup acquired Union Bank of Florlda and the Union Bank 401(k) Plan assets
were transferred into the Plan.

|
Employer Contributions :

For each participant who made a contribution during the Plan year, BancGroup shall also make an
employer matching contribution equal to fifty percent of the participant's salary reduction
contribution, limited to a maximum of three percent of the participant’s compensation.

BancGroup may also contribute to the Plan for each plan year a discretionary contribution, which
shall be in addition to the employer matching contribution. The amount of such discretionary
contribution, if any, for any plan year shall be determined by the Board of Directors of BancGroup.
No discretionary contributions were made during the year ended December 31, 2005.



The Colonial BancGroup 401(k) Plan

Notes to Financial Statements
December 31, 2005 and 2004

Investment Options

Participants direct the investment of both the salary reductlon contributions and employer matching
and discretionary contributions into various investment options offered by the Plan. The Plan
currently offers six mutual funds, one money market fund, and BancGroup common stock as
investment options for participants.

Forfeitures

The non-vested portion of a terminated employee's account balance shall be forfeited and used to
reduce BancGroup's future employer contributions otherwise payable for the plan year in which such
forfeitures arise or for any succeeding plan year. For the year ended December 31, 2005, employer
contributions were offset by non-vested forfeited amounts$ of approximately $274,000. At
December 31, 2005, forfeited non-vested accounts available for use totaled approximately $31,000.

Termination of Plan

While it is the intention of BancGroup to continue the Plan indefinitely, BancGroup reserves the
right to reduce, suspend, or discontinue contributions to the Plan or to terminate the Plan at any time
by vote of its Board of Directors. Upon such termination of the Plan, the interest of each participant
will be distributed to the participant or beneficiary at the time prescribed by the Plan agreement and
the Internal Revenue Code.

Participant Loans ' ‘

Participants may borrow from their accounts a minimum of $1,000 up to a maximum equal to the
lesser of (a) 50% of their vested account balance less any outstanding loans of the participant or (b)
$50,000 less the highest outstanding loan balance in the previous twelve months for that participant.
Loan transactions are treated as transfers between the 1nvestment fund and the participant loan fund.
Loan terms may not exceed five years. Additional restrictions on participant loans may be
implemented by the Plan Administrator. The loans are secured by the balance in the participant's
account and bear interest at Colonial Bank’s prime rate plus 1%. The interest rates on the existing
loans as of December 31, 2005 and 2004 ranged from 4.25% to 10.50%.

2. Benefits ;
{

Termination of Employment ‘

Any benefits payable to a participant whose employment with BancGroup has terminated for any
reason other than death or disability shall be distributed to the participant as follows: (1) if the value
of benefits is not greater than $1,000, the distribution shall be in a lump-sum payment, (2) if the
value of benefits is equal to $1,000 but not exceeding $5,000 and the distribution occurs prior to
attainment of normal retirement age, benefits shall be rolled to a BancGroup IRA in the participant’s
name in the absence of a written election from the participant or (3) if the value of benefits is greater
than $5,000, the distribution shall, at the election of the participant, be received as of any valuation
date on or after the termination date, but not later than age 65. The participant may elect to receive
the distribution in the following forms: (a) direct rollover,of entire distribution to a BancGroup IRA,

(b) direct rollover to another institution or qualified plan, or (¢) lump sum payment.



The Colonial BancGroup 401(k) Plan
Notes to Financial Statements
December 31, 2005 and 2004

Disability

A participant that incurs a disability will become fully vested in the employer matching account and
discretionary contribution account balances regardless of age and years of service. The vested
account balances may be received, in the form of a lump—sum payment, as of any valuation date on
or after the termination date, but no later than age 65.

Death

In the event of a participant’s death, account balances become fully vested and immediately payable,
in the form of a lump-sum payment, to the surviving spouse or properly designated non-spouse
beneficiary.

Vesting

A participant's interest in the salary reduction account shall at all times be fully vested and
nonforfeitable. A participant's interest in the employer matching and discretionary contributions shall
be fully vested and nonforfeitable upon the occurrence of any of the following events: death,
disability, or attainment of normal retirement date while in the service of BancGroup, termination of
the Plan, or complete discontinuance of all employer matching and discretionary contributions. Prior
to the occurrence of any of the preceding events, the vested interest in employer matching and
discretionary contributions shall be determined in accordance with the following vesting schedule:

‘ Vesting

Years of Service Percentage

Less than 1 year ‘ 0%
1 year ‘ 20%
2 years ‘ 40%
3 years , 60%
4 years ‘ 80%
5 years of more 100%

Summary of Significant Accounting Policies

General ‘
The Plan is on the accrual method of accounting and the financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America.

Risks and Uncertainties

The Plan provides for various investment options in any combination of stocks, mutual funds, and
other investment securities. Generally, all investments are exposed to various risks, such as interest
rate, market, and credit risks. Due to the level of risk associated with certain investments and the
level of uncertainty related to changes in the value of investments, it is at least reasonably possible
that changes in risks in the near term could materially afféct participants’ account balances and
amounts reported in the statements of net assets available for benefits and the statement of changes
in net assets available for benefits.

Additionally, due to the concentration of investment in the common stock of the plan sponsor
(BancGroup), it is at least reasonably possible that changes in fair value of the common stock in the
near term could materially affect particpants’ account balances and amounts reported in the



The Colonial BancGroup 401(k) Plan

Notes to Financial Statements
December 31, 2005 and 2004

statements of net assets available for benefit and the statement of changes in net assets available for
benefits.

Valuation of Investments ,

Investments are stated at fair value. Investments in money market funds, mutual funds, and
BancGroup common stock are valued at the last quoted miarket price on the last business day of the
year; securities traded in the over-the-counter market are valued at the latest bid price from published
sources (Note 4). Participant loans are valued at cost, which approximates fair value. The Plan
presents in the statement of changes in net assets available for benefits the net appreciation
(depreciation) in the fair value of its investments which consists of the realized gains (losses) and the
unrealized appreciation (depreciation) on those investments.

Purchases and sales of securities are reflected as of the settlement date. Gain or loss on sales of
securities is determined using the average cost of securities sold. Interest income from investments is
recorded when earned. Dividend income is recorded on the ex-dividend date.

Use of Estimates

The preparation of financial staternents in conformity w1th accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affect
the amounts reported in the financial statements and accompanymg notes. Actual results could differ
from those estimates.

4. Investments

Investment information at December 31, 2005 and 2004, and for the year ended December 31, 2005,
is as follows:

‘ Fair Value

Name & Title of Issuer 2005 2004

The Colonial BancGroup, Inc. Common Stock $ 38,637,183 * § 33,778,565 *
American Beacon International Equity Fund 3,894,330 2,596,732
American Century Income & Growth Fund 10,869,276 * 9,745,460 *
Charles Schwab Institutional Advantage Money Fund 5,869,319 * 4,913,586 *
Charles Schwab Manager's Special Equity Fund 8,485,960 * 7,441,041 *
Dodge & Cox Balanced Fund 13,942,962 * 12,314,412 *
Dreyfus Appreciation Fund 8,088,363 * 6,551,289 *
PIMCO Total Return Fund 5,141,211 * 3,801,704
Participant Loans 1,982,914 1,869,363

'$ 96,911,518 $ 83,012,152

* Represents 5% or more of the Plan's net assets available for benefits at December 31, 2005 and
2004.



The Colonial BancGroup 401(k) Plan
Notes to Financial Statements
December 31, 2005 and 2004

The Plan’s investments (including investments bought and sold, as well as those held during the
year) had net appreciation in fair value of $3,712,789 during the year ended December 31, 2005, as

follows:
Mutual Funds ‘ $ 114,351

Common Stock ‘ ‘ o 3,598,438
‘ $ 3,712,789

5. Income Tax Status .

The Plan obtained its latest determination letter on May 10, 2002, in which the Internal Revenue
Service stated that the Plan, as then designed, was in compliance with the applicable requirements of
the Internal Revenue Code. Subsequent to this determination by the Intemal Revenue Service, the
Plan was amended. The plan administrator and the Plan's tax counsel believe that the Plan continues
to qualify and operate as designed. Therefore, no provision for income taxes has been included in the
Plan's financial statements.

6. Related Party Transactions

BancGroup paid administrative expenses on behalf of the Plan, including legal, trust, administrative,
and accounting fees of approximately $360,000 for the year ended December 31, 2005.

For the year ended December 31, 2005, the Plan recognizéd dividend income, realized gains, and
unrealized gains of approximately $1,000,000, $1,564,000 and $2,034,000, respectively, on its
investment in The Colonial BancGroup, Inc. common stock.

For investment purposes, the Plan purchased approximately $6,323,000 and liquidated
approximately $4,359,000 of The Colonial BancGroup, Inc. common stock for the year ended
December 31, 2005.



The Colonial BancGroup 401(k) Plan
Schedule H, Line 4i - Schedule of Assets (Held at End of Year)
December 31, 2005

a, b. c. d. e.
Description of Investment
Identity of Issuer, Borrower Including Maturity Date, Rate of Interest, Current
Lessor, or Similar Party Collateral, Par Value, or Maturity Value Cost ** Value
*  The Colonial BancGroup, Inc. 1,622,048 shares, common stock ‘ $ 38,637,183
American Beacon 189,229 shares, American Beacon 3,894,330

International Equity Fund

American Century 358,367 shares, American Century 10,869,276
Income and Growth Fund, Mutyal Fund; '

*  Charles Schwab 5,869,319 shares, Charles Schwab 5,869,319
Institutional Advantage Money Fund,
!
Money Market Fund
*  Charles Schwab 97,798 shares, Charles Schwab Manager's 8,485,960

Special Equity Fund, Mutual Fund

Dodge & Cox 171,416 shares, Dodge & Cox Balanced 13,942,962
Fund, Mutual Fund
Dreyfus 203,481 shares, Dreyfus Apprecxatlon 8,088,363

Fund, Mutual Fund

PIMCO 489,639 shares, PIMCO Total Return 5,141,211
Fund, Mutual Fund

Participant Loans Various maturities and rates rangmg from 1,982,914
4.25%10 10.5%.

$ 96,911,518

*  Denotes a party-in-interest.
** Cost information has not been included as all investments are partlclpant-dlrected



SIGNATURES

The Plan. Pursuant to the requirement of the Securities Exchange Act of 1934, the
trustees (or other persons who administer the employee benefit plan) have duly caused
this annual report to be signed on its behalf by the undersigned hereunto duly authorized.

The Colonial BancGroup 401(k) Plan

Date: June 26, 2006

Andrew‘WiIsoh
Plan Administrator



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 033-
63347) of The Colonial BancGroup, Inc. of our report dated June 16, 2006 relating to the financial
statements of The Colonial BancGroup 401(k) Plan, which appears in this Form 11-K.
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PricewaterhouseCoopers LLP
Birmingham, Alabama
June 21, 2006




