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Dear Feflow Shareholders

2012 was transformative year for Regions

To use sports analogy after being forced

to play defense for some time now 2012

was the year when we began to play

offense We made substantial investments

during the past 12 months to grow our

bank again and we will accelerate those

efforts further in the year ahead We are

focused on several initiatives that will

drive future growth and will address

SfC

those in more detail shortly but first lets

review the achievements of the past year

Most importantly 2012 marked return

to sustainable profitability
for Regions

Your company earned $1.1 billion from

continuing operations in 2012 or $0.76

per diluted share Notably our progress

was reflected in our stock price with

66% rebound ranking us among the best

performers of any bank in 2012

For the past three years the management team at Regions has

worked diligently to navigate through difficult environment as

well as to strengthen and prepare the company for opportunities

post the financial crisis This has required trust and patience

on the part of our shareholders for whom am very grateful

Thanks to the efforts of the more than 23000 associates at

Regions am pleased to report that we returned to profitability in

2012 and are moving forward from better position of strength
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We also strengthened our balance sheet with fewer
problem loans and stronger capital which further

positions us well for future growth The improvement
in our asset quality metrics was

significant with

non-performing assets including assets held for sale
decreasing 36%

year-over-year At the end of 2012
non-performing assets stood at $1.9 billion which
was the lowest level in four years Our capital position

remains strong as our estimated Tier
Capital ratio at

December 31 stood at 12% and our estimated Tier

Common ratio increased
approximately 230 basis

points from the end of 2011 to 10.8%

As positive as this performance was it also reflected

the
challenging economic environment in which we

still operate We realize that Regions like the rest

of the
industry must now demonstrate that we can

prudently generate organic growth We understand
the challenge and our management team is focused
on moving forward and

addressing that challenge

am confident that the steps we have taken over the

past three years and particularly in 2012 have

positioned Regions to capture more than its share
of growth in 2013 and beyond We have emerged
from the financial crisis stronger than before with
solid capital base and strong presence in some of

the fastest
growing markets in the country We also

expect Regions and our customers to benefit from
our investments in single operating platform which
today gives our associates an integrated view of

every
account each customer holds We believe this is

distinct competitive advantage And given that our

loan-to-deposit ratio remains
relatively low at 78%

we still have substantial
lending capacity to tap as

the economy strengthens and as our customers

borrowing needs increase

We achieved several milestones in 2012
that put us back in growth mode

We raised new equity capital The Federal Reserve

conducted an industrywide stress test and Regions
ranked fifth of the 19 banks in its Comprehensive
Capital Analysis and Review With the markets

showing renewed confidence in banks we raised

approximately $900 million in new common equity
last March to repay our TARP obligation In October
we raised $500 million in preferred stock that also

strengthened regulatory capital and at the end of

2012 our Tier Common ratio was 10.8%

We divested Morgan Keegan In April 2012 we
completed the sale of our brokerage and investment

banking company Morgan Keegan to Raymond
James Financial Inc for

approximately $1.2 billion

This move gave us the ability to better focus on the
fundamentals of our core business Following the sale
we also established the Regions Wealth Management
Group which provides clients with comprehensive
financial planning investment and banking solutions
as well as access to premier investment managers
through our open architecture solution This

strategy
allows us to offer clients unique value proposition
while

providing us with growth potential But most

importantly this simplifies our business model and
allows us to focus on serving customers as one team

We repaid our TARP obligation In 2008 during the
financial crisis Regions and many other banks issued
new preferred stock and warrants to the U.S Treasury
under the Troubled Asset Relief Program TARP
am pleased to report that in April we completed our

repurchase of the $3.5 billion of Series Preferred
Stock issued under TARPs Capital Purchase Program
The repurchase not only eliminated the payment of

$175 million in annual dividends on these securities
but it also strengthened our ability to compete more
effectively going forward

78% 80% 80% 82% 86% 87% 88% 88% 88% 92%

LOAN-TO-DEPOSIT RATIO VS PEERS
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These werent our only achievements in 2012 We

also received upgrades in our credit ratings invested

in new risk-management resources and made

further improvements in our loan portfolio None of

these achievements could have occurred without

the dedication and determination of our team

Our associates rose to the many challenges of the

past three years and achieved some of the highest

customer-service ratings in the financial industry

As optimistic as am in my outlook for Regions

need to acknowledge the many challenges that

our industry still faces not the least of which is

that the pace of economic recovery remains slow

We are encouraged by the recent improvement in

the housing recovery but our internal forecast at

Regions is that the US economy may not grow by

more than 2% in 2013 This means we could still

face challenges in finding demand for credit from

consumers and businesses

In addition our industry is still resolving the legal and

regulatory overhang from the crisis and adjusting to

new more comprehensive framework that is still

being implemented Given the many complexities in

the Dodd-Frank Wall Street Reform and Consumer

Protection Act regulators have implemented less

than half of the regulations required by Dodd-Frank

which means our industry will continue to adjust

and comply with the many additional regulations

and interpretations

But from my perspective these challenges are

far less daunting than the ones the industry faced

few years ago And our performance in 2012

gives me confidence that we are moving forward

and positioned to achieve growth and operating

performance that has not been possible in recent

years Lets look at few other measures of our

2012 performance as our progress there provides

the foundation on which to build Specifically we

believe three key factors to our improved results

have been the improvement in the quality of our

loan portfolio our ability to reduce our already low

funding costs and our expense disciplines

Lending

Lower Losses Better Balance

Through the efforts of our risk management team

our workout specialists and our bankers we made

measurable improvements in the quality and

performance of our loan portfolio The provision

we set aside for loan losses totaled $213 million in

2012 The companys loan loss allowance to non-

performing loan coverage ratio was 114 times and

the allowance for loan losses was 2.59% of all loans

outstanding as of December 31 2012 It is worth

noting that charge-offs started trending down in

2012 and net charge-offs declined 47% for the full

year the lowest annual level since 2008

Total new and renewed loan production was strong

$57 billion for the full year New production totaled

$28 billion up 14% from the prior year However

our total loan portfolio fell by 5% to $74 billion as we

continued to experience declines in investor real estate

and consumers and small business owners continued

to deleverage We expect our lending production to

remain strong in 2013 and one of our top priorities

is to increase consumer lending At the end of

2012 consumer lending represented 39% of our

loan portfolio with business services comprising the

remaining 61% Many of our peer banks have better

balance between consumer and business lending

and we are striving to achieve similar balance

In some lending segments we did see growth Our

consumer portfolio excluding real estate grew 10%

This was due in part to the 26% increase in auto

loans we made through our growing network of over

1900 dealers and our move in 2011 to reacquire

our Regions-branded credit card portfolio We also

instituted many new programs to grow our credit card

portfolio For instance we made enhancements to the

technology platforms in our branches that inform our

tellers which customers are the best candidates for

various banking products including our credit card

In our commercial and industrial portfolio loan

demand remained strong throughout 2012 This

success was driven in part by our integrated approach
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to specialized lending where our local bankers work

with experienced lenders to meet customer needs

Total new production for this portfolio was solid $15

billion up 3% from 2011 We finished the year with

new business pipelines slightly above the same level

at the end of 2011 and loan commitments increased

12% from the prior year

Funding Costs

Competitive Opportunity

Another key to our performance in 2012 was our

ability to improve our funding costs Thanks to our

success at attracting low-cost deposits through our

more than 1700 branches we continued to enjoy

favorable improvement in funding costs Our funding

mix has continued to improve as low-cost deposits

grew 8% to $82 billion during 2012 and higher cost

time deposits declined 31% to $13 billion falling

from 20% of total deposits at the end of 2011 to 14%

at the end of 2012 As result we entered 2013 with

better funding mix and total funding costs of 0.58%

which is 19 basis points lower than in the prior year

The opportunity remains for us to improve our funding

costs even further given that another $8.3 billion in

higher-cost CDs and other time deposits will mature

during 2013 This gives us an opportunity that should

enable us to generate better margins when interest

rates rise again Also we will continue to prudently

evaluate
liability management opportunities as we look

to further reduce our total funding costs including

long-term debt

Expense Control

Culture Not Campaign

Even as we were making some structural changes

to the bank we maintained strong discipline on

expenses Non-interest expenses from continuing

operations totaled $3.5 billion or 9% below our

2011 expenses At the end of 2012 our efficiency

ratio defined as non-interest expenses as share

of revenues stood at 62.7% which was in line with

our peer group Among the banks in our peer group

we have the second lowest expense-to-assets ratio

at 2.79%

347/ 3.51%

322/ 25/ 3.36/a

2.79%
2.97/ 2.98/ 306/

EXPENSE-TO-ASSETS RATIO VS PEERS

We have an extensive and competitive branch

network one of the largest among our peers

However we continuously analyze our locations to

ensure that we have the correct number of branches

in our markets In fact as cost-efficiency strategy

we have reduced our number of branches by 13%

since 2007 We continue to believe that physical

branches are key component of our distribution

strategy and provide competitive advantage over

many of our competitors We are investing aggressively

in our contact center technology mobile banking and

web-based services We are committed to providing

comprehensive set of distribution capabilities to

serve our customers with efficiency and convenience

We have been able to shift where appropriate more

customer activity to the Internet from the branches

and contact center In fact more than 40% of our

consumer checking customers now use Regions

online banking services The launch of our mobile

1.64%

1.09%

0.77%

2009

0.58%

2010 2011 2012

FUNDING COSTS
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remote deposit capture product in 2013 is expected

to provide increased efficiency and convenience to

our customers who prefer mobile banking

CUSTOMERS USING ONLINE BANKING

30%

33%

38%

40%

While we believe there will always be opportunities to

improve our efficiency ratio we are being disciplined in

our approach to expense management We believe we

should be very thoughtful in making investments and

eliminating expenditures in order to mitigate the risk of

unintended consequences so that we do not reduce

our ability to serve customers and grow our business

Our belief is that expense reductions and investing

for growth should be balanced We also believe that

expense discipline should be part of our banks

culture rather than introducing occasional efficiency

campaigns where the pressure to meet short-term

cost cutting targets supercedes good judgment over

the long term

Creating Shared Value When Our

Customers Win We Win Too

In recent years we have implemented many new

growth initiatives most of which are showing great

promise But just as important is our value system

which serves as the cornerstone for how we run this

company

Our mission is to achieve superior

economic value for our shareholders over

time by making life better for our customers

our associates and our communities and

creating shared value as we help them

meet their financial goals and aspirations

In the wake of the financial crisis we have reaffirmed

our commitment to these values and our mission

During the crisis the banking industry was criticized

for variety of practices that led to lack of trust in

banks and bankers As result the industry still has

work to do to rebuild confidence among its customers

and the public at large

There is little doubt that rebuilding public trust will

take time In the meantime believe it is incumbent

upon Regions to take fundamental approach to

dealing with customers one based on relationships

rather than transactions To that end we have shifted

Regions away from the transactional mindset toward

business model that is built on the values of respect

integrity and relationships and always acting in the

customers best long-term interests Truth be told

banking should be simple and straightforward and

result in customers being sold products they need

and understand This is basic banking In many ways
it is just return to the fundamentals of banking

historically practiced by this industry

There is term for this approach creating shared

value with relationship banking

For Regions creating shared value means that we

will develop sustainable relationships that are driven

by serving the long-term interests of our customers

and communities

As part of our commitment to shared value we now

ask ourselves three questions when we develop

new product or service

Does it meet our customers needs

and do so in the best way for these customers

Does It deliver long-term sustainable value

to Regions

Does it create value for our communities

This decision-making process ensures that we are

doing more than just offering products and services

that produce profit We are also building stronger

customer relationships sustainable business and
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communities that thrive By way of example this

approach motivated us to provide the financing

needed by the Karns Volunteer Fire Department in

Knoxville Tenn to construct new fire station It

is also why we said yes when TD Farms needed

funding for successful farming business it operates

in Inverness Miss an impoverished community in

the Mississippi Delta that needs all the jobs it can

get And we were able to see the opportunity when

Oakhurst Medical Centers in Atlanta Ga needed

help expanding its facility so that more patients could

be served While the total project costs exceeded

$6 million Oakhurst received grant of only $5

million from the U.S Department of Health and

Human Services for new construction and expansion

Regions was able to step in and provide $1 million

construction loan and permanent financing thereafter

By supporting these enterprises and creating new

jobs Regions helps promote the economic activity

that builds on itself and makes growth reality for

Regions and these communities alike

in addition to our shared value approach we are also

proud of our charitable contributions as well as the

volunteer efforts of our associates that strengthen the

communities we serve In the first half of 2012 alone

Regions associates volunteered for nearly 5300

community service activities which included teaching

more than 3300 financial education classes But we

believe that we can make an even bigger impact on

our communities by helping our customers achieve

their financial goals If we provide the products and

services that help our customers and communities

succeed financially we will create value as result

for our shareholders

The Transition to Growth Mode

As we move forward and transition to growth the

concept of creating shared value will serve as our

guiding principle We understand that growth will be

somewhat challenging as overall economic growth

remains muted and consumers and businesses are

reluctant to make new investments or take on more

debt given the economic uncertainties However

we are confident that as the economic recovery

strengthens Regions should be well positioned to

earn more than its fair share of the growth

For example we operate in 16 states but in seven

Southeastern states where we hold 85% of our customer

deposits these markets have been growing above the

national average Regions has significant share in each

of these markets At mid-year 2012 Regions held

9.4% share of the weighted average deposits in our

core markets placing us close third in market share

among all banks We hold the leading market share in

Alabama Tennessee and Mississippi and rank fourth

or better in Florida Louisiana and Arkansas

We believe that performance results have to be built on

foundation of service Cur associates have worked

hard to bolster Regions reputation and delivery of

customer service In recent years our associates have

earned high marks in consumer studies conducted

by Gallup iD Power and Associates INS Prime

Performance and Temkin Regions conducts more

than 200000 customer surveys every year in all

of its businesses and these surveys give us more

confidence in our ability to provide customers with

the products and services that meet their needs

When you consider that million households bank

with Regions today and that 50% have only one service

such as checking account or mortgage you start

to understand our incredible opportunity

Ranked fourth or better

in market share

REGIONS FOOTPRINT
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The Regions36o program we introduced last fall helps

us seize this opportunity with focus on deepening

customer relationships Regions36o begins with getting

full detailed understanding of our customers

financial situations It continues with connecting their

goals with the best products and services across all

of our lines of business to help them achieve these

goals The end result is that we have created shared

value for our customers and built stronger and deeper

relationships with them Our associates have been

going through companywide training in new techniques

and technologies to improve their ability to identify our

customers needs and provide the advice guidance

and education to help our customers meet their

goals regardless of which of our various business

lines can help them meet those goals

We have developed new protocols for identifying

and then meeting our customers needs and

believe we have done just that with the Now Banking

service we launched in 2012 This service gives

unbanked and underbanked customers the ability

to cash checks transfer funds reload prepaid debit

cards and expedite bill payment More than 350000

of our customers currently use the Now Banking

service half of whom are new to the bank In addition

we have invested tremendous resources in providing

financial education to our customers and communities

Enhancing financial education improves the quality of

financial decisions and strengthens our communities

believe this is great example of where Regions is

identifying the unmet needs of our community and

then meeting them with educational programs as

well as products and services that are fair affordable

understandable and sustainable

Forallof our accomplishments in 2012 we realize that

the task before us is to grow our business revenues

New programs such as Now Banking Regions36o

and our many new referral initiatives should position

Regions to meet more of our customers needs as

the economy strengthens and loan demand picks

up feel confident that Regions associates have

the resources the relationships and the resolve to

make 2013 fulfilling year for our customers our

communities and our shareholders

Thank You

With the guidance of our Board of Directors Regions

has clear path forward want to thank these

dedicated individuals for the support and expertise

they have provided over the past year also want

to express my personal gratitude to our chairman

Earnie Deavenport for his wise counsel leadership

and support

want to recognize Dr Condoleezza Rice for the

wisdom and insights she has provided as an advisor

to our Board of Directors also want to thank the

members of our Operating Committee for the leadership

they have provided in recent years Additionally want

to express my sincere appreciation to our remarkable

team of Regions associates In every way they are the

heart and soul of this great organization

Finally thankyou our shareholders foryour continuing

support and your investment

Grayson Hall

President and Chief Executive Officer
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PART

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 safe harbor for forward-looking statements which are identified as

such and are accompanied by the identification of important factors that ºould cause actual results to differ

materially from the forward-looking statements For these statements we together with our subidiaries unless

the contextimplies 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 managements 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 variousrisks 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

The Dodd-Frank Wall Street Reform and Consumer Protection Act the Dodd-Frank Act became

law in July 2010 and number of legislative regulatory and tax proposals remain pending

Additionally the U.S Treasury and federal banking regulators continue to implement but are also

beginning to wind down number of programs to address capital and liquidity in the banking system
Puture and proposed rules including those that are part of the Basel lit

process are expected to require

banking institutions to increase levels of capital and to meet more stringent liquidity requirements All

of the foregoingmay have significant effects on Regions and the financial services industry the exact

nature and extent of which cannot be determined at this time

Possible additional loan losses impairment of goodwill and other intangibles and adjustment of

valuation allowances on deferred tax assets and the impacton earnings and capital

Possible changes in interest rates may increase funding costs and reduce earning asset yields thus

reducing.margins Increases in benchmark interest rates could also increase debt service requirements

for customers whose terms include variable interest rate which may negatively impact the ability of

borrowers to pay as contractually obligated

Possible changes in general economic and business conditions in theUnited States in general and in the

communities Regions serves in particular including any prolonging or worsening of the current

challenging economic conditions including unemployment levels

Possible changes in the creditworthiness of customers and the possible impairment of the collectability

of loans

Possible changes in trade monetary and fiscalpolicies laws and regulations and other activities of

governments agencies and similar organizations may have an adverse effect on business

Possible regulations issued by the Consumer Financial Protection Bureau or other regulators which

might adversely impact Regions business model or products and services

Possible stresses in the financial and real estate markets including possible 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 expand into new markets and to maintain profit margins in the face of competitive

pressures



Regions ability to develop competitive new products and services in timely manner and the

acceptance of such products and services by Regions customers and potential customers

Regions ability to keep pace with technological changes

Regicum ability to effectivelymanage credit risk .interest.rate risk market risk operational risk legal

risk liquidity risk repiltational risk counterparty risk international risk and regulatory and

compliance risk

Regions ability to ensure adequate capitalization which is impacted by inherent uncertainties in

forecasting credit losses

The cost and other effects of matØrial contingencies including litigation contingencies and any

adverse judicialadrninistrative or arbitral rulings or proceedings

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 atiract deposits

The effects of weather and natural disasters such as floods droughts wind tornadoes and hurricanes

and the effects of man made disasters

Possible downgrades in ratings issuedhy rating agencies

Possible changes in the speed of loan prepayments by Regions customers and loan ongination or sales

volumes

Possibleaccelerationof prepayments on mortgage-backed securities due to low interest rates and the

related acceleration of premium amortization on those securities

The effects of problems encountered by larger or similar financial institutions that adversely affect

Regions or the banking industry generally

Regions ability toreceivedividendsfrpm its subsidiaries

The effects of the failure of any component of Regions business infrastructure which is provided by

third party

Changes in accounting policies or procedures as may be required by the Financial Accounting

Standards Board or other regulatory agencies

The effects of any damage to Regions repUtation resulting from developments related to any of the

items idUntified above

The words believe expect anticipate project and similar expressions often signify forward

looking statements You should not place undue reliance on any forward-lookingstatements 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 Business

Regions Financial Corporation together withrits subsidiaries ona consolidated basis Regions or

Company is financial holding company headquartered in Birmingham Alabama which operates in the

South Midwest and Texas Regions provides traditiQnal commercial retail and mortgage banking services as

well as other financial services in the filds of asset management wealth management securities brokerage

insurance and other specialty financing At December 31 2012 Regions had total consolidated assets of

approximately $121.3 billion total consolidated deposits of approximately $95.5 billion and total consolidated

stockhoi4ers equity of approximately $15.5 billion

Regions is Delaware corporation and on July 2004 becaijie 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 800 734-4667

Banking Operations

Regions conducts its banking operations through Regions Bank an Alabama chartered commercial bank

that is member of the Federal Reserve System At December 31 2012 Regions operated approximately 2100
ATMs and 1700 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 242

Arkansas 97

Florida 374

Georgia 137

Illinois 65

Indiana 63

Iowa 13

Kentucky 16

Louisiana 114

Mississippi 144

Missouri 67

North Carolina

South Carolina 30

Tennessee 259

Texas 82

Virginia

Total 1711

Other Financial Services Operations

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

subsidiaries

Regions Insurance Group Inc subsidiary of Regions Financial Corporation is an insurance broker that

offers insurance products through its subsidiaries Regions Insurance Inc headquartered in Birmingham

Alabama and Regions Insurance Services Inc headquartered in Memphis Tennessee Through its insurance



brokerage operations in Alabama Arkansas Indiana Georgia Louisiana Missouri Mississippi Tennesse 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 mortgage crop term life accidental death and dismemberment and

environmental insurance as well as debt cancellation products to customers of Regions Regions Insurance

Group Inc is one of the twenty five largest insurance brokers in the United Sthtes based on annual revenues

Regions has several subsidianes and affiliates that are agents or reinsurers of debt cancellations products

and credit life insurance products relating to the activities of certain affiliates of Regions Rgions Investment

Services Inc which sells annuities and life insurance products to Regions Bank customers is wholly-owned

subsidiary of Regions Bank Regions Equipment Finance Corporation subsidiary of Regions Bank provides

domestic and international equipment financing products focusing on commercial clients

Also Regions Bank has entered into an agreement with Cetera Financial Institutions to provide advisory

and investment solutions to Regions customers Through this agreement Regions Bank customers will haye

access to full range of financial advisory services including managed accounts mutual funds annuities

financial aid and finaiteial and retirement planning tools provided by licensed busines consultants based in

Regions Bank branches

Acquisition Program

substantial portion of the growth of Regions from its inception as bank holding company in 1971 has

been through the acquisition of other financial institutions including commercial banks and thrifVinsti1utions

and the assets and deposits of those financial institutions As part of its ongoing strategic plan Regions

periodically evaluates business combination opportunities Any future business combination or series of business

combinations that Regions might undertake may be material to Regions financial condition in terms of assets

acquired or liabilities assumed Historically business combinations in the financial services industry have

typically involved the payment of premium over book and market values of assets and liabilities acquired This

practice could result in dilution of book value and net income per share for the acquirer

Segment Information

Reference is made to Note 22 Business Segment Information to the consolidated financial statements

included under Item 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 Federal Deposit Insurance Corporations FDIC
Deposit Insurance Fund the DIF and the banking system as whole and generally is not intended for the

protection of stockholders or other investors Described below are the material elements of selected laws and

regulationsapplicable 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 interpretation and application by regulatory agencies and other
governmental authorities cannot be predicted but they may have material effect on the busijiess and iesults of

Regions and its subs.idiaries

Overview

Regions is registered with the Board of Governors of the Federal ReserveSystem the Federal Reserveas

bank holding company and has elected to be treated as financial holding company under the Bank Holding



Compariy Act if 1956 as amended BHC.Act As sUch Regions and its subsidiaries are subject to the

supeivisibti examination and Eeporting requirements of the BHCAct arid the regulations of the Federal Reserve

Generally the BHC Act provides for umbrella regulation of financial holding companies by the Federal

Reserve and functional regulation of holding company subsidiaries.by applicable regulatory agencies TheBHC
Act however requires the Federal Reserve to examine any subsidiary of bank holding company other than

depository institution engaged in activities permissible for depository institution The Federal Reserve is also

granted the authorityin certain circumstances to require reports of examine and adopt rules applicable to any

holding company subsidiary

In general the BHC Act li its the activities permissible tor bank holding cqI1panies Bank holding

companies electiig to be treated as financial holding.companies howeyer may engage in additi9nal activities

under the BHC Act as described below under Perimssible Activities under the BFIC Act For bank holding

company to .be eligible to elect financial hqlding company status all pf its subsidiary insured depository

institutions must be el1Tcapitali.ze.dand.we1l-managed as described below under Regiilatory Rernedis

Under the FDL aiçi.mus.t haiereceived at leasta satisfactory rating .on such institutions most recent

exaiijnation under the comniunity.Reinvestrnent At of 1977 the .CRA The banJ.jiolding.company itself

must also be well-capitalized and well-managed in order to be eligible oelect financial holding company status

If afrnncial holcing company fails to continue to meet any of the prerequisites forfinnial holding company

status after engaging in activities not permissible for bank holding companies that have not elected to be freted

as financial holding companies the company must enter into an agreement with the Federal Reserve to comply

with all.applicable capital and manqgement requirements If the company does not return to compliance within

180 days th Fe1eal Rpservp may order the company to divest its subsidiary banks or the company may be

required ço discontinue or divest investments in compames engaged in activities permissible only for bank

holding company electing to be treated as financial holding company

Regions Bank is member of the FDIC and as such its deposits are insured by the FDIC to the extent

provided by law Regions Bank is an Alabama state chartered bank and meliiber of the Federal Reserve

System It is generally subject to supervision and examination by both the Federal Reserve and the Alabama

Banking Depaftment The Federal Reserve and the Alabama Banking Department regularly examine the

operations of Regions Bank and are given authonty to approve or disapprove mergers acqusitions

consolidations the establishment of branches and similarcorporate 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 iolations of law Regions Bank is subject to numerous statutes and regulations that affect its business

activities and operations including various consumer protectioniaws and regulations As described below under

Regulatory Reforms Regions Bank is also subject to supervision by the Consumer Financial Protection

Bureau Some of Regions non bank subsidiaries are also subject to regulation by various federal and state

agencies

Regulatory Reforms

The evdnts of the past few years have led to numerous newlaws and regulations in the United States

applicable to financial institutiOris Th Dodd-FrankWÆlI Street Reform and ConsumeiPtOtection Act the

Dodd-Frank Act whiŁh was enacted inJuly 2010 .signifiCantl restructules th financial regUlatory regime in

the United States and provides for enhanced supervision and prudential standards for among other things bank

holding companies like Regions that have total consolidated assets of $50 billion or more The implications of

the Dodd-Frank Act for our business will depend to large exterit oæthe manner in whiCh ruled adopted pursuant

to the Dodd-Frank Act are implemented by thU Federal RUserve the ConsumerFinaheläl Protection BureaU the

FDIC the SEC and other government agencins as well as potential changes in market practices and structures in

response to the reqUirements of those rUleS

NeWlaws or regulations or changes to existing laws and regulations including changes in interpretation or

enforcement couldmaterially adversely affect ourfinancial condition or resultsof operations As discussed



further in this section many aspects of the Dodd-Frank Act are subject to further rulemaking andwill talce effect

over several years making it difficult to anticipate the overall financial impact on Regions and its subsidiaries

the financial services industry generally In addition to the discussion in this section see Risk FactorsRecent

legislation regarding the financial services industry may have significant adverse effect on Our Operations for

discussion of the potential impact legislative and regulatory reforms may have on our resuhs of operations and

financialcondition

Financial Stability Oversight Council The Dodd-Frank Act creates new systemic.risk oversight body

the Financial Stability Oversight Council FSOC to coordinate the efforts of the primaly US financial

regulatory agencies including the Federal Reserve the FDIC and the SEC in establishing regulations to address

systemic fInancial stability conÆØrns The Dodd-Frank Act directs the FSOC to make recommetidations to the

Federal Reserve regarding supervisory requirements and prudential standards applicable to systethically

important financial institutions often referred to as S1F1 which includes bthik holding companies with over

$50 billion iii assets such as Regions including capital leverage liquidity and risk-management requirements

The Dodd-Frank Act mandates that the requirements applicable to systemically important financial institutios

be more stringent than those applicable to other financial companies The Federal ReserVe has discretionary

authority to establish additional prudential standards on its own or at the FSOCs recommendation The Dodd

FrankAct also requires the Federal Reserve to conduct annual analyses of such bank holding companies to

evaluate whether the companies have sufficient capital on total consolidated basis necessary to tibsorb losses as

result of adverse economic conditions

Enhanced Supervision and Prudential Standards In December 2011 the FederalReserve introdücØd

new proposal aimed at minimizingrisks associated with covered companies including U.S bank holding

companies with consolidated assets of $50 billionot more and other financial Companies desighatØd bythe

FSOC as systemically important Proposed SIFI Rules ThºFederal Reserves proposal includes risk-based

capital and leverage requirements liquidity requirements stress tests single-counterparty
credit limits and

overall risk management requirements early remediation requirements and resolution planning and credit

exposure reporting The proposed rules would address wide diverse
array

of regulatory areas each of which is

highly complex In some cases they would implement financial regulatory requirements being proposed for the

first time and in others overlap with other regulatory reforms The proposed rules also address the Dodd Frank

Act early remediation requirements applicable to bank holding companies that have total consolidated assets of

$50 billion or more The proposed remediation rules are modeled after the prompt corrective action regime

described under Safety and Soundness Standards below but are designed to require action beginning in the

earlier stages of company financial distress by mandating action on the basis of arranged triggers including

capital and leverage stress test results liquidity and risk management Except as described in the second

paragraph under Federal Reserve Comprehensive Capital Analysis and Review below regarding stress

testing the Proposed SIFI Rules have not become final as of February 2013 The full impact of the Proposed SIFI

Rules on Regions is being analyzed but will not be known until the rules and other regulatory initiatives that

overlap with these rules are finalized and their combined impacts can be understood

Federal Reserves Comprehensive apita Analysis and Review In November 2011 the Federal Reserve

published final rule which requires U.S bank holding companies with total consDlidated assets of $50 billion pr

more such as Regions to submit annual capital plans along with related stress test requirements to theFedera1

Reserve for approval The capital analysis and reyiew process provided for in the is known as the

Comprehensive Capital Analysis and Review CçAR Thepurpose of the capital planis to ensure tiat these

bank holding companies have robust forward-looking capital planning processes that account for each

company unique
risks and that permit continued operations during times of economic and financial stress The

capital plans are required to be submitted on an annual basis Such bank holding companies will also be required

to collect and report certain related data on quarterly basis to allow the Federal Reseryc to monitor the

companies progress against their annual capital plans The comprehensive capital plans which Regions prepares

using Baseli capital guidelines include view of capital adequacy under the stress test scenarios described

below The effect of the rules is that among other things covered bank holding company may not make



capital distribution unless it will meet all minimum regulatory capital ratios and will have a.ratio of Tier

common e4uity to rik-weighthd assets of at least 5% after making the distribution The rules also provide that

the Federal Reserve may object to capital plan if the plan does not show that the covered bank holding

company will maintain Tier common equity ratio of at least 5% on pro forma basis under expected and

stressful conditions throughout the nine-quarter planning horizon covered by the capital plan Covered bank

holding companies including Regions may execute capital actions such as paying dividends aæchpurchasing

stock only in acOordance with capital plan that has been reviewed and approved by the Federal Reserve The

CCAR rules consistent with prior Federal Reserve guidance provide that capital plans contemplating dividend

payout ratios exceeding 30% of after-tax net income willreceive particularly close scrutiny

The Proposed SIFT Rules discussed earlier in this section under Enhanced Supervision and Pruarential

Standards pr6posed toexpand the 5tress testing requirements to include among other things stress testing by

the Federal Reserve under three economic and financial scenarios baseline adverse and severely adverse

scenarios In October 2012 the Federal Reserve published final rules implementing that portion of the Proposed

SIFT Rules expanding the stress testing requirements Also we are required to conduct our own semi annual

stress analysis together with the Federal Reserve stress analysis the Stress Tests to asseSs the potential

impact on Regions including our consolidated earnings losses and capital under each of the economic and

financial conditions used as part of the Federal Reserves annual stress analysis The Federal Reserve may also

use and require companies to use additional components in the adverse and severely adverse scenarios or

additional or more complet scenarios designed to capture salient risks to specific fines of business Regions Bank

is also required by final Federal Reserve rules to conduct annual stress testing and report the results to the

Federal Reserve

Under the Feçleral Reserve guidance the CCAR annual process for 2013 will be implemented in

conjunction with the stress testing requirements described above summary of results of the Federal Reserve

analysis under the severely adverse stress scenario will be publicly disclosed and the bank holding companies

subject to the rules including Regions must disclose sunimary of the company-run severely adverse stress test

results Regions is required include in its disclosure summary of the severely adverse scenario stress tçst

conducted by Regions Bank
using the scenarios defined by the Federal Reserve Regions submitted its 2013

CCAR rule capital plan to the Federal Reserve on January 2013 and the Federal Reserve committed to

responding by March 14 2013

Living Will Requirement As required by the Dodd-Frank Act the Federal Reserve and the FDIC have

jointly issued final rule that requires certain organizations including each bank holding company with

consolidated assets of $50 billion or more to report periodically to regulators plan so-called living will
for their rapid and orderly resolution in the event of material financial distrpss or failure Regions resolutionplan

must among other things ensure that our depository institution subsidiary is adequately protected from risks

arising from our other subsidiaries The final rLile sets specific standards for the resolution plans including

requiring strategic analysis othe plans components description of the range of specific actions the company

proposes to take in resolution and description of the company orgamzational structure material entities

interconneptions and interdependenciçs and management information systems among other elenents The plan

must be submitted annually for review to the Federal Reserve and the FDIC

In addition the FDIC has issued final rule that requires insured depository institOtions with$50 billion or

more in total assets such as Regions Bank to submit to the FDIC for review periodic contingency plans for

resolution in the event of the institutiOns failure The rule requires these insured institutions to submit

resolution plan that will enable the FDIC as receiver to resolve the bank in manner that ensures that depositors

receive access to their insured depositswithinone business day of the institution.s failure maximizes the net-

present-value returnfrom the sale or disposition of its assets and minimizes the amount of any loss to berealized

by the institution creditors The final rule also sets specific standards for the resolution plans including

requiring strategic analysis of the plans components description of the strategies for achieving the least



costly resolution and analyses of the financial cQrnpany organization material emities- interconnections -and

interdependencies and management information systems amoægothereiements The two living will rules are

complementary
--

Consumer Financial Protection Bureau The Dodd-Frank Actcreated the Consumer Financial Protection

Bureau -the CFPB new consumer financial services regulator The CFPB is directed to prevent-unfair

deceptive and-abusive practices and ensure that ailconsumers have access to fairtransparent and competitive

markets for consumer financial products andservices The Dodd-Frank Act gives the CFPB authority to enforce

and issue rules and regulations implementing existing consumer protection laws and responsibility for all such

existing regulations Depository institutions with assets exceeding $10 billion such as Regions Bank their

affiliates and other larger participants in the markets for consumer financial services as determined by the

CFPB are subject to direct supervision by the CFPB including any applicable examination enforcement and

reporting requirements the CFPB may establish

Orderly Liquidation Authority The Dodd Frank Act creates the Orderly Liquidation Authority OLA

resolution regime for systemically important non-bank financial companies and-their non-bank affiliates-

including bank holding companies underwhich the FDIC may be appointed receiver toliquidate sucha

company if among other conditions the company is in danger of default and presnts systemic risk to

financial stability This determination must come after superrnajority reçomrnendations by the Federal Reserve

and the-FDIC and consultation between the Secretary of the U.S Treasury -and the President This resolution

authority is generally based on the FDIC resolution model for depository institutions and substantial differences

exist between the rights of creditors under the U.S Bankruptcy Code and in an orderly liquidation authority

proceeding including the ability of the FDIC to disregard the strict priority of creditor claims in some

circumstances the use of an administrative claims procedure to determine creditors claims as opposed to the

judicial procedure utilized in bankruptcy proceedings and the ability of the FDIC to transfer claims to

bridge entity In addition OLA limits the ability of creditors to enforce contractual cross defaults against

potentially viable affiliates of the institution in receivership

An Orderly Liquidation Fund will fund OLA liquidation proceedings through borrowings from the Treasury

Department and risk based assessments made first on entities that received more in the resolution than they

would have received in liquidation to the extent of such excess and second if necessary on bank holding

companies with total consolidated assets of $50 billion or more such as Regions If an orderly liquidation is

triggered Regions could face assessments for the Orderly Liquidation Fund We do not yet have an indication of

the level of such assesSments

u.S Department of Treasurys Assessment Fee ProgróYn In December 2011 the U.S Department of the

Treasury U.S TreasUry issued proposed ruletb implement SectiOn 1-55 of the Dodd-Frank Act Section 155

requires the U.S Treasury to -establish an aSSessment schedule fdr bank holding companies with total

consolidated assets of $50 billion or more The rule became effective for bank holding companies dn July 20

2012 and under the program Regions is requiredto pay assessments- on sethiannual basis to cover expenses

associated with the Office of Financial Research the FSOC and the FDIC Orderly Liquidation Authority

Regions believes the assessment wi-il not be -material to- its consolidated financiafpos-ition results of operations or

cash flows -----

Voicker Rule The Dodd-Frank Act requires the federal financial regulatory agencies to-adopt rules that

prohibit banks and their affiliates from engaging hi proprietary trading and investing in-and- sponsoring certain

unregistered investment companies defined as hedge funds and private equity -funds The statutory -provision is

commonly called the Volcker Rule In October 2011 federal regulators proposed rules to implement the

Voicker Rule that included an extensive request for comments on-the proposal -which comment period closed in

February-2012 The proposed rules -are -highly complex and-because final-rules have not
-yet been-adopted many

aspects of their application remain uncertain Based on- the proposed -rules Regions does not currently anticipate

that the Volcker Rule will have material effect on the operations of Regions and its subsidiaries.- Regions may



incur costs ifit is required to adoptadditional policies iand systemto ensure compliance with the Voicker Rule

Until final rule is adopted the recise finaicial inipactof the mie onRegions its customers or the financiaL

industrymore generally cannot bedetermined

Permissible Activities under the BHC Act

In general the BHC Act limits the activities permissible for bank holding companies to the business of

banking managing or controlling banks and such other activitie as the Federal Reserve has determined to be so

closely related to banking as to be properly incident thereto bank holding company electing to be treated as

financial holding company may also engage in range of activities that are financial in nature or incidental to

such financial activity or ii complementary to financial activit and that do not pose substantial risk to the

safety and soundness ofadpositoryinstitütionbr to the financial system generally These activitieinclude

securities dealing underwriting and market making insUrance underwriting and agency activities mercllant

banking and insurance company portfolio investments

The BHC Act does not placç territorial restrictions 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 serious

nsk to the financial soundness safety or stability of any bank subsidiary of the bank holding company

CapitaiRequirements

Regions and Regions Bank are required to comply with the apicable cäpitâl adequacy standards

established by the Federal Reserve There are.t plasic easuresof capital adequacyforbank holding

companies that have been promulgated by the Fedejal Reserve risk bae1 measure and leverage measure

Risk based Capital Standards The ns1 based capital standards are designed to make regulatory capital

requirements more sens4tive to differences in credit and market risk profiles arpong banks and financial holding

companies to account for off balance sheet exposure
and to minimize dismcentives for holding liquid assets

Assets and off bajance sheet items are assigned to broad risk categories each with appropriate weights The

resulting capital ratios represent capital as percentage of total risk weghted assets and off balance sheet items

Currently 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 percent The regulatory capital

rules state that voting common stockholders equity should be the predominant element within Tier capital and

that banking organizations should avoid over-reliance on n9n-common equity elenients least half of the Total

capital must be Tier capital which currently consists of qualifying common equity qualifying iioncumulative

perpetual preferred stock including related swplmis senior perpetual preferred tocIç issued to the U.S. Trcasury

as part of the Troubled Asset Relief Program Capital iurchase Program minority interests relating to qualifying

common or noncurnulative perpetual preferred stock issuecl.by agnsolidatedU.S depository institution or

foreign bank subsidiary and certain restricted core capital elements as discussed below less goodwill and

certain other intangib1 assets Currently Tier 2capital may consist qf among otherthings qualifying

subordinated debt mandatorily convertible debt securities preferred stock and trust preferred securities not

included in the definition of Tier capital and limited amount of the allowance for loan losses Non-

cumulative perpetual preferred stock trust preferred securities amidther socalied restricted core capital

elements are currently lirnitedto 25percØnt.d.fTierrl capital Pursuant the Dodd-FrankAct trust preferred

securities Sill be phased-out ofthe definition of Tierl capitaF of bank holding companies having coUsolidated

assets exceeding $500 millin such aS Regions over three-year period beginning in January 2013

Guriently the minimUm guideline to be considered well-capitalized for Tier capital and Total capital is

6.0 percent and 10.0 percent respectively As Of December31 2012Regions consolidated Tier icapital to



risk-adjusted assets and Total capital to risk-adjusted assets ratios were 12.00 percent and 15.38 percent

respectively The elements currently comprising Tier capital arid Tier2 capital and the minimum Tier capital

and Total capital ratios may be subject to change in the future as discussed in greater detail below The risk-

based capital rules state that the capital requirements are minimum standards based primarily on broad credit-risk

considerations and do not take into account the other types of risk banking organization may be exposed to

e.g interest rate market liquidity and operational risks

Basel and II Standards Regions currently calculates its nsk based capital ratios under guidelines

adopted by the Federal Reserve based on the 1988 Capital AccordBasel of the Basel Committee on

Banking Supervision the Basel Committee In 2004 the Basel Committee published new set of nsk based

capital standards Basel II to revise Basel Basel II provides two approaches for setting capital standards for

credit riskan internal ratings based approach tailored to individual institutions circumstances and

standardized approach that bases risk-weighting on external credit assessments to much greater extent than

permitted in the existing risk based capital guidelines Basel II also sets capital requirements for operational nsk

and refines the existing capital requirements for market risk exposures

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 Apnl 2008 Other 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

banking organizations primary federal supervisor to determine that application of the rule would not be

appropriate in light of the banks 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 bank regulatory agencies issued proposed rule that would provide banking

organizations that do not use the advanced approaches with the option to implement 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 nsk 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 The bank regulatory

agencies did not take any other action on the 2008 proposed rule On August 30 2012 the Ægeæcies included in

their Basel III rulemakings proposed rule that builds on and expands the July 2008 proposed rule by among
other things making the standardized approach applicable to all subject banks change from optional

application included in the 2008 rule as discussed below

In August 2012 the Federal Reserve the FDIC the Office of the Comptroller of the Currency and the

Department of the Treasury issued revised Market Risk capital rule.The final rule applies tO any U.S banking

organization such as Regions With combined trading assets and liabilities of at least $1 billiOn or percent of

its total assets based on its most recent Call Report Effective on January 2013 the ne.v revised Market Risk

Rule added additional modeling and reporting requireffients including Stressed Value-at-Risk SVÆRand

enhanced profit and loss reporting and back-testing The new Market Risk Rule increases the calculated risk-

weighted assets attributable to trading market risk but will not have material impact on Regions total risk

weightedasset

Basel ill Standards In December 2010 the Base Committee released its final framework for

strengthening international capital and liquidity regulation now officially identified by the BaselConimittee as

Basel III Basel III when implemented by the U.S bank regulatoryagencies and fully phased-in will require

bank holding companies and their bank subsidiaries to maintain substantially more capital with greater

emphasis on common equity Basel III provided that the capital calculation changes would become effective in

stages beginning January 2013 and fully phased-in on January 2019 As noted belowthe Federal Reserve

has delayed indefinitely the effective dates for implementation of Basel III
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On August 302012 the Federal Reserve the FDIC and the Office of-the Comptroller of the Currency

published notices ofthreelproposed rules implementing the .Basel III capitalprovisions the Base III Proposed

Rules Initial-versions of the proposed rules were first published by the Federal Reserveon June 2012 The

Basel III Proposed Rules generally follow the Basel III provisions and among other things establish new risk-

based and leverage capital ratios -described below and narrow the definition of what constitutes capital for

purposes of calculating those ratios Also included in the Basel III Proposed Rules is aproposed rule that revises

and in effect replaces the general riskbased capital requirements currently in effect with much more risk-

sensitive utandardizedapproach similar to the standardized approach adopted byBaselI

In particular the Basel III Proposed Rules

introduce as new capital measure Common Equity Tier or CET1
spcifles that Tier capital

consists of CET1 and Additional Tier capital instruments meeting specified requirements defins

CET1 narrowly by requiring that most adjustments to regulatory capital measures be made to CET1

and not to the other components of capital and expand the scope of the adjustments as compared to

existing regulations

require banks to maintain once the Basel III provisions are fully phased in

as newly adopted international standard minimum ratio of CET1 to risk-weighted assets of at

least 4.5 percent plus 2.5 percent capital conservation buffer which is added to the

4.5 percent CET1 ratio as that buffer is phased iii effectively reulting in minimum ratio of

CET1 to risk-weighted assets of at least pçrcent

minimum ratio of Tier capital to risk-weighted assets of at least 6.0 percent plus the capital

conservatiol buffer which is added to the 6.0 percent Tier capital ratio al that buffer is phased

in effectively resulting in minimum Tier capital ratio of 8.5 percent upon full

implementation

minimum ratio of Total that is Tier plus Tier capital to risk-weighted assets of at least

8.0 percent plus the capital conservation buffer which is addedto the 8.O percent total capital

ratio as that buffer is phased in effectively resulting in minimum total capital ratio of

10.5 percent upon full implementation

.for institutions with less than $250 billion in consolidated assets and on-balance sheet foreign

exposures of less than $10 billion minimum leverage ratio of 4.0 percent calculatd as the ratio

of Tier capital total on-balance sheet exposures net of deductions from Tier capital and

under some circumstances countercyclical capital buffer generally to be imposed when

national regulators detemiine that excess aggregate credit growth becomes associated with

buildup of systemic risk that would be CEll add-on to the Capital conservation buffer in the

range of perºent to 2.5 percent when fully implemented potentially resulting in total buffers of

between 2.5 percent and percent LJnder the Base III Proposed Rules as original1drfted the

countercyclical capital buffer only applies to institutionS with more than $250 billion in

consolidated assets or on-balance sheet foreign Œposures greater than $10 billion

The capita1 conservation buffer is desIgned to absorb losses during periods of economic stress Banking

institutions with ratio of CEll to risk-weighted assets above the minimum but below the conservation buffer

or below the combined capital conservation buffer and countercyclical capital buffer when the latter is applied

will face constraints on dividends equity repurchases and compensation based on the amount of the shortfall

.Citing the large number of comments received in response to the Base HI Proposed Rules on November

2012 the Federal Reserve issued press release indefinitely delaying the effective date of the proposed rules and

the Basel III capital requirements As of February 2013 no additional guidance hasbeen provided regarding the

effective dates for the Basel III Proposed Rules and the Basel III capital framework
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In July 2011 the Base Committee introduced consultative document establishing ar4uirement for

capital surcharge on certain globally systemically important banks G-S1Bs and in November 2011 the B.asel

Committee issued final provisions substantially unchanged from the previous proposal An inclicatr-based

approach will beused to determine whether bank is G-SIB and the appropriatelevel of the surcharge to be

applied The indicator-based approach consists of five broad categories size interconnectedness lack of

substitutability cross-jurisdictional activity and complexity Under Basel III banks found to b.-SIBs will be

subject to progressive CET1 surcharge ranging from 1% to 3.5% over the Base III 7% CETI requirement The

Base III Proposed Rules do not address this surcharge although the U.S bankregulatory agencies indicated in

the proposed rules that they plan to implement surcharge for all or portion of the banks with $50 billion or

more in consolidated assets based on the approach taken by the Base Committee The surcharge was originally

intended to become fully effective on January 2019 Regions is not currently subject to this CET1 surcharge

Howevet it is possible that regional banking organizations may be subject to CET1 or other surcharges in the

future

The Base III Proposed Rules contemplated that the Base III final framework would become effective

January 2013 with the full requirements being phased in over number of years Under the proposed rules

banking institutions initially would be required to meet the following minimum capitalratios

3.5 percent CET1 to risk-weighted assets

4.5 percent Tier capital to risk-weighted assets and

8.0 percent Total capital to risk-weighted assets

Because the Federal Reserve has delayed indefinitely the effective date of the Basel III Proposed Rules these

minimum capital ratios are not currently in effect

The Basel III final framework provides for number of new deductions from and adjustments to CET1
such as the requirement that mortgage servicing rights deferred tax assets and significant investments in non-

consolidated financial entities be deducted from CET1

Under Base III implementation of the deductions and other adjustments to CET1 would have begun on

January 2014 with five-year phase-in period 20 percent per year The capital conservation buffer would

have been implemented on January 2016 at 0.625 percent and phased in over four-year period increasing by

0.625 percent on each subsequent January until it reached 2.5 percent on January 2019

Leverage Requirements Neither Base nor Base II includes leverage requirement as an international

standard however the Federal Reserve has established minimum leverage ratio guidelines for bank holding

companies to be considered well-capitalized These guidelines provide for minimun ratio of Tier capital to

total consolidated quarterly average assets as defined for regulatory purposes net of the loan loss reserve

goodwill and certain other intangible assets the leverage ratio of 4.0
percent for all bank holding companies

with lower 3.0 pçrcent minimum for bank holding companies that meet certain specified criteria including

having the highest regulatory rating The Base III Proposed Rules would remove the more permissive

3.0 percent leverage ratio currently available under the rules for certain highly rated banking organizations

Regions leverage ratio at December 31 2012 as defined under Base was 9.65 percent

The guidelines also provide that bank holding companies experiencing internal growth or making

acquisitions will be expected to maintain strong capital positions substantially above thc minimum supervisory

levels without significant reliance on intangible assets Furthermore the Federal Reserve has indicated that it will

consider tangible Tier capital leverageratio deducting all intangibles and other indicators of capital

strength in evaluating proposals for expansion or new activities
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Liquidly Requirements Historically regulation and monitoring of bank and bank holding company

liquidity has beert addressed as supervisory matter both in the U.S and internationally without required

formulaic measures The Basel Iii final framework requires banks and bank holding companies to measure their

liquidity agaiist specific liquidity tests that although similar in some respects to liquidity measures historically

applied by banks and regulators for management and supervisory purposes going forward will be required by

regulation One test referred to as the liquidity coverage ratio LCR is designed to ensure that the banking

entity maintains an adequate level of unencumbered high-quality liquid assets equal to the entitys expected net

cash outflow for 30-day time horizon or if greater 25 percent of its expected total cash outflow under an

acute liquidity stress scenario The other referred to as the net stable funding ratio NSFR is designed to

promote more medium- and long-term funding of the assets and activities of banking entities over one-year

time horizon These requirements will icentivize banking entities to increase their holdings of U.S Treasury

securities and other sovereign debt as component of assets and increase the use of lông-term debt as fundihg

sonree .The Bagel ITT liquidity framework contemplates that the LCR will be.subjett to an Observation period

continuing throttgh mid-2013 and subject to any revisions resulting from the analyses conducted anddata

collected duringthe observation period implemented as minimum standard on Januaiy 2015 Similarly it

contemplates that the NSFR will be subject to an observation period through mid-2016 and subject to any

revisions resulting from the analysesconducted and data collected during the observation period implemented as

minimum.standard by January 2018 Tn January 2013 the Basel Coniniittee issued amendments to the LCR

that among other things includes an easing of the phase-in period Institutions must be in 60% compliance with

the minimum LCR as of January 2015 rather than 100% compliance as originally contemplated increasing

10% each year thereafter with 100% Complidnceidquired as of January 2019 The amendments did not ddreSs

the NSFR

As discussed above under -----Regulatory Reforms the Proposed SIFI Rules address liquidity requirements

for bank holding companies including Regions with $50 billion or more in total consolidated assets In the

release accompanying those rules the Federal Reserve states general intention to incorporate the Basel III

liquidity framework for the bank holding companies covered by the Proposed SIFT Rules or subset of thOse

bank holding companies Although these rules do not include prescriptive ratios like the LCR and NSFR they do

include detailed liquidity-related requirements including requirements for cash flow projections liquidity stress

testing including at minimum over time horizons that include an overnight time horizon 30-day time

horizon 90-day time horizon and 1-year time horizon and requirement that covered bank holding

companies maintain liquidity buffer of unencumbered highly liquid assets sufficient to meet projected net cash

outflows and the projected loss or impairment of existing funding sources for 30 days over range of liquidity

stress scenarios As discussed under Enhanced Supervision and Prudential Standards above in October

2012 the Federal Reserve published final rules implementing that portion of the Proposed SIFT Rules that

addresses stress testing As of February 2013 final SIFT rules addressing liquidity requirements for bank holding

companies have .not been adopted

Cap ital Requirements of Regions Bank RegionsBank is subject to substantially similar capital

requirements as those applicable to Regions As of December 31 2012 Regions Bank was in compliance with

applicable minimum capital requirements Failure to meet capital guidelines could subject bank toa variety of

enforcementremedies including the termination of deposit insuranceby the FD.TC and to certain restrictions on

its business See Regulatory Remedies under the FDTA below

Safety and Soundness Standards

Guidelines adopted by the federal bank regulatory agencies pursuant to the Federal Deposit Insurance Act

as amended the FDIA establish general standards relating to internal controls and information systems.

internal audit systems loan documentation credit underwriting interest rateexposure asset growth and

compensation fees and benefits In general these guidelines require among other things appropriate systems

and practices to identify and manage the risk and Łx.pósures specified in the guidelines Additionally the

agencies adopted regulations that authorize but do not require an agency to order an institution that has been
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given noticeby an agency that it is not satisfying any of such safety andsoundness standards to submit

compliance plan If after being so notified an iflstitution fads 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 thetypes to which an undercapitalized

institution is subject under the FDIA See Regulatory Remedies under the FDIA below 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

Well Capitalized Adequately Capitalized

Leverage ratio of percent

Tier capital ratio of percent

Total capital ratio of 10 percent and

Not subject to written agreement order capital

directive or regulatory remedy directive requiring

specific capital level

Undercapitalized

Leverage ratio less than percent

Tier capital ratio less than percent or

Total capital ratio less than percent

Critically Undercapitalized

Tangible equity tO total assets less than percent

For purposes of these regulations the term tangible equity includes core capital elements counted as Tier

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 An institution that

is classified as well-capitalized based on its capital levels may be classified as adequately capitalized and an

institution that is adequately capitalized or undercapitalized based upon its capital levels may be treated as

though it were undercapitalized or significantly undercapitalized respectively if the appropriatefederal banking

agency after notice and opportunity for hearing determines that an unsafe or unsound condition or an unsafe or

unsound practice warrants such treatment

The Basel III Proposed Rules discussed above under -Capital RequirementswouId amend the prompt

corrective action requirements in certain respects including adding CET1 risk-based capital ratio as one of the

metrics with minimum of 6.5% for.well-capitalized status and increasing the Tier risk-based capital ratio

required at various levels for example from 6.0% to 8.0% for well-capitalized status

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

Regulatory Remedies under the FDIA

The FDIA establishes 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 which are undercapitalized significantly undercapitalized or critically undercapitalized

The severity of these mandatory and discretionary supervisory actions depends upon1 the capital category in

which the institution is placed Generally subject to narrow exception the FDIA requires the banking regulator

to appoint receiver or conservator for an institution that is critically undercapitalized The federal bank

regulatory agencies have specified by regulation the current relevant capital levels.for each category

Leverage ratio of percent

Tier capital ratio of percent and

Total capital ratio of percent

Significantly Undercapitalized

Leverageratio less than percent

Tier capital ratio less than percent or

Total capital ratio less than percent
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regulator Under the FDIA in order for the capital restoration plan to be accepted by the appropriate federal

banking agency bank holding company must guarantee that subsidiary depository institutiOnwill comply

with its capital restoration plan subject to certain limitations The bank holding company must also provide

appropriate assurances of performance The obligation of controlling hank.bolding company under the FDIA to

fund capital restoration plan is limited to the lesser of 5.0 percent of an undercapitalized subsidiarys assets or

the amount required tomeet regulatory capital requirements Anundercapitalized institution is also generally

prohibited from increasing its average total assets making acquisitions establishing.anybranche or engaging in

any new line of business except in accordance with an accepted capital restoration planor with the approval of

the FDIC 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

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 banki

Critically undercapitalized depository institutions failing to submit or implement an acceptable capital restoration

planare subject to appointment of.a receiver or conservator

Payment of Dividends

Regions is legal entity separate
and distinct from its banking and other subsidiaries The pncipal soirce

of cash flow to Regions including cash flow to pay dividends to its stockholders and principal and interest on

any of its outstanding debt 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

If in the opinion
of federal bank 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
Tue federal bank regulatory agencies

have indicated that paying
dividends

that deplete an institutions capital base to an inadequate level would be an unsafe and unsound banking practice

Under the FDIA an insured institution may not pay dividend if payment
would cause it to become

undercapitalized or if it already is undercapitalized See Regulatory Remedies under the FDIA above

Moreover the Federal Reserve and the FDTC have issued policy statements stating that bank holding compames

and insure1 banks should generally pay dividends only out of current operating earnings

Payment of D/iidends by RegionsBank Under the Federal Reserves Regulation Regidh Bank nay

not without approval of the Federal Reserve declare or pay dividend to Regions ifthe total of all dividends

declared in acal6ndar year exceeds the total of Regions Banks net income for that yearanb its rŒtªilidd

net income for the preceding two calendar years lass any required tiansfers to additional paid-in capital bi to

fund for the retirement of preferred stock

Under Alabama law Regions Bank may not pay dividØndin excess of 90 percent of its net earrtings uiflil

the banks surplus is equal to at least 20 percent of capital Regions Bank is alsorequired by Alabania law to seek

the approval of the Alabama Superintendent of Banking prior to the payment of dividends if ihd total all

dividends declared by Regions Bank in any calendar year will exceed the total of Regions Banks net earnings

for that year plus its retained net earnings for the preceditig tWo yearslesSany required tràiisfers to surplus

The statutedefines net earnings as the remainder of all earningsfrom current operations plus actual recoveries on

loans and investments and other assets after deducting from the total thereof all current operating expenses

actual losses accrued dividends on preferred stock if any and all federal state and local taxes Regions Bank

cannot without approval from the Federal Reserve and the Alabama Superintendent of Banking4clare pay

dividend to Regions unless Regions Bank is able to satisfy the criteria discussed above In addition to dividend

restrictions Federal statutes also prohibit unsecuredloans from banking subsidiaries to the parent compiiy as

discussed below under Transactions With Affiliates

Payment of Dividends by Regions The payment of dividends by Regions and the dividend rate are subject

to management review and approval by Regions Board of Directors on quarterly basis Regions dividend
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payments as well as share repurchases are also subject to the oversight of the Federal Reserve Under final

rule issued by the Federal Reserve in November2011 the dividend policies and share repurchases of large
bank hOlding company such as Regions will be reviewed by the Federal Reserve based on capital plans and

stress tests as submitted by the bank holding cohipany and will be assessed against among other things the bank

holding companys ability to achieve the Basel III capital ratio requirements referred to above as they are phased
in by U.S regulators Specifically financial institutions must maintain Tier common risk-based capital ratio

greater than percent under both ordinary and adverse circumstances The Federal Reserve will only approve

capital distributions for companies whose capital lnns adhere to the criteria described in the CCAR as described

above under Regulatory Reforms

Support of Subsdiary Banks

Under longstanding Federal Reserve policy which has been codified by the Dodd-Frank Act Regions is

expected to act as source of financial strength to and to commit resources to support its subsidiary bank This

support may be required at times when Regions may not be inclined to provide it In addition any capital loans

by 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 bank holding companys bankruptcy any
commitment by the bank holding company to federal bank regulatory agency to maintain the capital of

subsidiary baik will be assumed by the bankruptcy trustee and entitled to priority of paynient

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 In general Sections 23A and 23B of the Federal

Reserve Act and Federal Reserve Regulation require that any covered transaction by Regions Bank or its

subsidiaries with an affiliate that is an extension of credit must be secured by designated amounts of specified
collateral and must be limited to in the case of any single such affiliate the aggregate amount of.covered

transactions of Regions Bank and its subsidiaries may not exceed 10 percent of the capital stock and surplus of

Regions Bank and in the case of all affiliates the aggregate amount of covered transaŁtions of Regions Bank
and its subsidiaries may not exceed 20 percent of the capital stock and surplus of Regions Bank Covered
transactions are defined by statute to include among other things loan or extension of credit as well as

purchase of securities issued by an affiliate purchase of assets unless otherwise exempted by the Federal

Reserve from the affiliate the acceptance of securities issued by the affiliate as collateral for loan and the

issuance of guarantee acceptance or letter of credit on behalf of an affiliate The Dodd-Frank Act significantly

expanded the coverage .and scope of the limitations on affiliate transactions within banking organization For

example commencing in July 2012 the Dodd-Frank Act requires that the 10% of capital limit on covered

transactions begin to apply to financial subsidiaries Commencing in July 2012 Dodd-Frank also expands the

definition of covered transaction to include derivatives transactions and securities lending transactions with

non-bank affiliate under which bank or subsidiary has credit exposure with the term credit exposure to be

defined by the Federal Reserve under its existing rulemaking authority Collateral requirements will apply to

such transactions as well as to certain repurchase and reverse repurchase agreements All covered transactions

including certain additional transactions such as transactions with third party in which an affiliate has

financial interest must be conducted on market terms The Federal Reserve .has indicated that it expects to

request comment on proposed rule in 2013 regarding the Dodd-Frank revisions to Sections 23A and 23B

Deposit Insisrance

Regions Bank accepts deposits and those deposits have the benefit of FDIC insurance up to the applicable

limits The applicable limit for FDIC insurance for most types of accounts is $250000. Under the FDIA
insurance of deposits may be terminated by the FDIC upon finding that the insured depository institution has

engaged in unsafe and unsound practices is in an unsafe or unsound.condition tocontinue operations or has

violated any applicable law regulation rule order or condition imposed by banks federal regulatory agency
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Deposit Insurance AssessrnEents Regions Bank pays deposit insurance premiums to the FDIC based on an

assessment rate established by the FDIC Regions FDIC assessment rates were previously calculated based upoiv

combinationof regulatory rati.ngs.andfinancial ratios However in February 2011 the FDIC adopted final

rule the New Assessment Rule which took effect on April 2011 to revise the deposit insurance assessment

system for large institutions The New Assessment Rule creates two scorecard system for large institutions one

for most large institutions that have more than $10 billion in assets such as Regions Bank and another for

highly complex institutions that have over $50biiion in assets and are fully owned by parent
with over

$500 billion in assets Each scorecard has performance score and loss-severity score that aeeombined to

produce total scores which is translated into an initial assessment rate In calculating these scores the FDIC

utilizes the banks supervisory CAMELS ratings as well as forward-looking financial measures to assesan

institutions ability to withstand asset-related stress and funding-related stress The FDIC has the ability to make

discretionary adjustments to the total score up or down based upon significant risk factors that are not

adequately captured in the scorecard The total score is then translated to an initial base assessment rate on non

linear sharply-increasing scale For large institutions including Regions Bank the initial base assessment rate

ranges from to 35 basis points on an anilualized basis basis points representing cents pet$l00 After the

effect of potential base-rate adjustments the total base assessment rate could range from 2.5 to 45 basis points on

an annualized basis The pdtential àdjutment5 to Æniistitiitibns initial base aSessment rate include

potential decrease of upl6 basis points or certain longterntunsecured debt unsecureddebt adjustment and

ii except for well-capitalized
iæstitiitiótis with CAMELS Iatingof or otential

Increase bf up to

10 basispoints for brokered deposits in exces Of 10% of dOmstic debsits brokØted deposit adjustment As

the DIFreserve ratio grows the räe schedule will be adjusted downward Additionally the rule includes new

adjusientfor depository
intiftition debt wheb an institution will pay an additional premium equal to 50 basis

poInts on every dollar above 3% of an institutiOns Tier capital of long-term unsecured debt held that was

issued by another insured depository institution exchiding debt guaranteed under the FDICs Temporary

Liquidity Guarantee Program TLGP The New AssessmentRulŁ also changed the deposit insurance assessment

base from leposits to the average of consolidated total assets less the average tangible equity of the insured

depository institution dunng the assessment penod

Regions began using the New Assessment Rule Thr FDTC expense
calculations beginning with the second

quarter oi 2011 During 2011 FDIC insurâæce expense dŁcresed $3 million to $217 million Regions insurance

expense further decreased by $55 æilliæto162millIön duiing 2012 The level of FDIC deposit expense is

expected to fluctuate over time depending on the results of the calculations using the factors discussed above

The FDIA etablishes aminimüth ratio of deposit insurance reserves to estimated insured deposits the

designated resçrve çatio the DRR of 1.15 percent prior to September 2020 and 1.35 percent thereafter On

December 20 2010 the FDIC issued final rule setting the DRRat perceit
Because the DRR fell below

15 percent as of June 30 2008 and was expected to remain below 15 percent
the FDIC was required to

establisl and implement restoratinplah that would retorethe reseive ratio to at least 1.15
percent

within five

years In October 2008 the FDIC adopted such restoration plan the Restoration Plan In February 2009 in

light of the extraordinary challenges facing the banking industry the FDIC amended the Restoration Plan to

allow seven years for the reserve ratio to retum to 1.15 percent In October 2009 the FDIC passed final rule

extending the term of the Restoration Plan to eight years This final rule also included provision
that

implements uniform three basis point increase in assessment rates effective January 2011 to help ensure that

the reserve ratio return to at lest 1.15 pecentwitbji the eight year period called for by the Restoration Plan In

October 2010 the FDIC adopted new estoTation plan to ensure the DRR reaches 1.35 percent by September

2020 As part of the revised plan the FDIC did not implement the uniform three-basis point increase in

assessment rates that was scheduled to take place in January 2011 The FDIC will at least semi-annually update

its income and loss projections for the DIF and if necessary propose
rules to further increase assessment ras

In addition on January 12 2010 the FDIC announced that it would seek public comment on whether banks with

compensation plans that encourage risky behavior should be charged higher deposit assessment rates than such

banks would otherwise be charged Comments were due February 18 2010 As of February 2013 no rule has

been adopted See also Incentive Compensation below
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We cannot predict whether as result of an adverse changein economic conditions or other reasons the

FDIC will in the future further increase deposit insurance assessment levels For tuore information see the

Deposit Administrative Fees section of Item 7. ManagementsDiscusibn and Analysis of Financial

Condition and Results of Operation of this Annual Report oh Form 10-K

FICO Assessments In addition the Deposit Insurance Fundi Act of 19% authorized the Financing

Corporation FICO to impose assessments on DIF applicable dpsits in order to service the interest on
FICOs 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 FDICs
risk-related assessment rate schedules FICO assessment rates may be adjusted quarterly to reflecta change in

assessment base Regions Bank had FICO assessment of $7 million in FDIC deposit premiums in 2012

Acquisitions

The BHC Act
requires every bank holding company to obtain the prior approval of the Federal Reserve

before it may acquire direct or indirect ownership or control of any voting shares of any bank or savings and
loan association if after such acquisition the bank

holding company will directly or indirectly own or control

percent or more of the voting shares of the institution it or any of its subsidiaries other than bank may
acquire all or substantially all of the assets of aiy bank or savings and loan association or it may merge or
consolidate with any other bank holding company Financial holding companies and bank holding companies
with consolidated assets exceeding $50 billion must obtain prior approval from the Federal Reserve before

acquiring certain non-bank financial companies with assets exceeding $10 billion and iiprovide prior.written
notice to the Federal Reserve before acquiring direct or indirect ownership or control of any voting shares of any
company having consolidated assets of $10 billion or more Bank holding companies seeking approval to

complete an acquisition must be well-capitalizecland well-managed

The BHC Act further provides that the Federal Reserve may not approve anytransaction that would result in

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 monopoly in any section of the country or that in any

other manner would bein 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

prospeŁts 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 The Federal

Reserve must also take into account the institutions effŁctivçness in combating money laundering Inaddition

pursuant to the Dodd-Frank Act the BHC Act was aipended require tie Federal Reserveto when
evaluating

proposed transaction consider the extent to which the transaction would result in greater or more concentrated

risks to the stability of the United States banking or financial system

Depositor Preftrence

Under federal law depositors and certain claims for administrative expehses and employee compensation
against an insutud depository institution would be afforded

priority over other general unsecured ôlÆims against
such an institution in the liquidation or other resolution of such an institution by any receiver

Inceptive Compensation

Guidelines adopted by the federal banking agencies pursuant to the FDIA prohibit excesive compensation
as an unsafe and unsound practice and describe compensation as excessive whenthe amounts paid are

unreasonable or disproportionate to the services performedby an executive officer employee director or

principal stockholder
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In January2010 the FDIC announced that it would seek public comment on whether banks with

compensation plans that encourage risky behavior should be charged higher deposit assessment rates than such

banks would otherwise be charged The comment period ended in February 2010 As of February 2013 fmal

rule has not been adopted

In June 2010 the Federal Reserve issued comprehensive guidance on incentive compensation policies the

Incentive Compensation Guidance intended to ense that the incentive compensation policies of banking

organizations do not undermine the safety and soundness of such organizations by encouraging excessive risk-

taking The Tæcentive Compensation Guidance which covers all employees that have the ability to materially

affect the risk profile of an organization either individually or as part of group is based upon the key principles

that banking organizations incentive cOmpensation arrangements should .iprovide incentives that do not

encourage risk-tahn beyond the organizations ability to effectively identify and managerisks ii be

compatible with effeÆtive internal controls and risk management and iiibe supported by strong corporate

govemanc including active and effective oveisiht by the organizations board of directors Anydeficiencies
in

compensation practices that are identified may be incorporated into the organizations supervisory ratings which

can affeçtits ability tomake acquisitions orperform other actions The Incentive Compensation Guidance

provides thatenforcement actions may be takenagainst banking organization if itsincentive compensation

arrangements or relatedcontrol orgovernänce processes pose risk to the organizations safety

and soundness and the organization is nottaking prompt and effective measures to correct the deficiencies

In April 2011 the Federal Reserve other federal banking agencies and the Securities and Exchange

Commission jointly published proposed rulemaking designed to implement provisions of the Dodd-Frank Act

prohibiting incentive compensation arrangements that would encourage inappropriate risk taking at covered

institution which includes bank or bank holding company with $1 billion or more of assets such as Regions

and Regions.Bank The proposed rule prohibitsincentive-based compensation arrangements thatencourage

executiveoffiºers employees directorsor principal shareholders to expose the institution to inappropriate risks

by providingexcessive compensation based on the standards for.excessive compensation adopted pursuant to

the FDIA and ii prohibits incentive-based compensation arrangements for executive officers employees

directors or principal shareholders that couldlead to material financial loss for the institution The proposed

rule requires covered institutions tO establish policies and ptocedures for monitoring and evaluating their

compensation practices Institutions with consolidated assets of $50 billion or more such as Regions are subject

to additional restrictions on compensation rrangements for their executive officers and any other persons

indentified by the institutionsbOardof directors as having the ability to expose the institution to substantial

losses The comrnentperiod ended in May 2011 but final rules have not been adopted as of February 2013

These regulations may become effective befbre the end of 2013 If the regulations are adopted in the form

initially proposed they will impose limitations on the manner in which we may structure compensation for our

exectitives

The scope and content of the U.S banking regulators policies on incentive compensation are continuing to

develop It cannot be determined at this time whether final rule will be adopted and whether compliance with

such final rule will adversely affect the ability of Regions and its subsidiaries to hire retain and motivate their

key employees

Financial Privacy

The fedØralbanking regulators have adopted rules that limit the ability of banks and other financial

institutions todisc1ose non-public information about consumers to non-affiliated third parties These limitations

require
disclosure of pnvacy policies to consumers and in some circumstances allow consumers to prevent

disclosure of certain personal information to non-affiliated third party These regulations affect how cotisumer

information is transmitted throughdiversified financial companies and conveyed to outside vendors in addition

consumers may also prevent
disclosure of certain information among affiliated companies that is assembled or

usedto determine eligibilityfor product orservice such as that shown on consumer credit reports and asset and
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income information from applications Consumers also have the option to directbanks and other financial

institutions not to share information ahout transactions and experiences with affiliated companies ftrthe purpose
of marketingproducts or services

Community Reinvestment Act

Regions Bank is subject to the provisionsof the CRA Under the terms of the CRA Regions Bank has

continuing and affirmative obligation consistent with safe and sound operationto help meet the credit needs of its

communities including providing credit to individuals residing in low- and moderate-income neighborhoods
The RA does not establish specific lending requirements orprograms for financial institutions nor does it limit

an institutions discretion to develop the types of products and services thatit believes are best suited to its

particular community consistent with the CRA The CRA requires each appropriate federal pank regulatory

agency in connection with its examination of depository institution to assess such institutions record in

assessing and meeting the credit needs of the community seived1.bythat institution including lOw- and moderate
income neighborhoods The reguiatoiyagencys assessment of th institutions record is made availableto the

public The assessment also is part of the Federal Reserves consideration of applications to acquire merge or

consolidate with anotherbanking institutionor its huidingcornpanyto establish anew branch office that will

accept depositsor to relocate an office In the case of bank holding company applying for approval to acquire
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 satisfactory CRA rating in its most recent examination

USA PATRIOTAct

Afocusof governmental policyrolatingto financial institutions in recent yearshas been aimed at combating

money laundering and terrorit financing The USA PATRIOT Act of 200ithe USA PATRIOT Act
broadened the application of antimoney laundering regulations to apply to additional types of financial

institutions such as broker-dealers investment advisors and insurancocompanies and strengthened the ability of

the U.S Government to help prevent detectand prosecute international money laundering and the financing of

terrorism The principal provisions of Title III of the USA PATRIOT ACt require thÆtregulated financial

institutions including state member banks ti establish an anti-money laundering program that includes training
and audit components ii comply with regulations tegardingtheverification ofthe identity of any person

seeking to open an account iiitake 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 financial institution to comply with the USA PATRiOT Acts requirements
could have serious legal and reputationaiconsequences for the institution Regions banking 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

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 OFAC rules based on their administration by
the U.S Treasury Department Office of Foreign Assets Control OFAC The OFAC-administered saictibns

targeting Countries take many different forms Generally however they contain One or mom of the following
elements restrictions on trade with or investment ma sanctioned country including prohibitions against direct

or indirect imports from and exports to sanctioned
country and prohibitions on U.S persons engaging in

financial transactions relating to making investments in oijroviding investment-related advice or assistancºto

sanctioned country and ii blocking of assets inwhich thegoverninent or specially designated nationals of

the sanctioned country have an interest by prohibiting transfers of property subject toU.S.jurisdictionincluding

property in the possession orcontrol of U.S persons Blocked assetse.g property and bank deposits cannotbe
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paid out withdrawn set off or transferred in any manner without license from OFAC Failure to comply with

these sanctions could have serious legal and reputational consequences

Regulation of Insurers and Insurance Brokers

RegiQns 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 vaIy from state to state insurance laws generally grant broad discretion to

regulatory authorities in adopting regulations and supervising regulatedactivities This supervision generally

includes the licensing of insurance brojers and agents and the regulation of the handliig of customer funds held

in 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

Regulatian of Residential Mortgage Loan Originators

On July 28 2010 the Federal Reserve and other Federal bank regulatory authorities adopted final rule on

the Secure and Fair Enforcement for Mortgage Licensing Act of 2008 Act Under the Act

residential mortgage loan originators employed by banks such as Regions Bank must register with the

Nationwide Mortgage Licensing System and Registry obtain unique identifier from the registry and maintain

their registration Any residential mortgage loan originatorwho fails to satisfy these requirements will nqt be

permitted to onginate residential mortgage loans

Competition

All aspects of Regions business are highly competitive Regions subsidiaries compete with otIie finaæcia

institutinnsiocated in the states inwhich theyoperate andbther adjoining states as wellas largebanks in major

financial centers and other financial intermediaries such as savings and loan associations credit unions

coninmer finÆncŒconipªniºsbrokerage finns 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 sustained low interest rate and

ongoing low-growth economic environment

CUstomers for banking setvices and other financial services offered by Regions subsidiaries are generally

influenced by convenience quality of servicepersonal contacts price of services and availability of products

Although Regions position vanes in different markets Regions believes that its affiliates effectively compete

with other financial services companies in their relevant.marketareas

Employees

Asof Dºcemher 312012 Regions anditssubsidiarieshad 23 employees

Available Information

Regiorismaintainsawebsite at ww.regions.com Regions makes available on its website free of charged its

annual reports on Fo 10-K quarterly reports onFonmiQQànd currentreport on Form8-K andamendments

tothose reports which are filed with or furnished to the SEC pursUant to Section 13a of the Securities Exchange

Act of 1934.Thesº documents are made available on Regions website as soon as reasonably practicable after

theyare electronically filed with orfuniishedto the SECAlsoavailable on the websiteare Regions

Corporate Governance Principles iiCode of BusinesP Conduct and Ethics iii Code of Ethics for Senior

FinancialOfficers and iv the charters of its Nominating and Corporate Governance Committee Audit

CommitteeCompensation Committee andRisk Committee
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Item 1A Risk Factors

Risks Related to the Operation of Our Business

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

and economic conditions generally

The capital and credit markets since 2008 have experienced unprecedented levels of volatility and

disruption In some cases the markets produced downward
pressure on stock

prices
and credit availability for

certain issuers without regard to those issuers underlying financial strength

Dramatic declines in the housing market during recent years with falling home prices increased numbers of

foreclosures and higher levels of unemployment and under employment have adversely affected the credit

performance of real estate related loans and 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 securities and loans have caused many financial institutions seek additional

capital to reduce or eliminate dividends 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

Although the economic slowdown that the United States experienced has begun to reverse and the markets

have generally improved business activities across wide range of industries continue to face seriousdifficulties

due to the lack of consumer spending and demand Continued weakness in or worsening of 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 business

decrease in the demand for or the availability of loans and other products and services offered byüs

decrease in the value of our loans held for sale or other assets secured by consumer or commercial

real estate

Animpainnent of certain intangible assets such as goodwill

decrease in interest income from variable rate loans due to declines in interest rates and

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 Anincrease in the number of

delinquencies bankruptcies or defaults could result in higher level of nonperforming assets net

charge-offs provisions for loan losses and valuation adjustments on loans held for sale

Overall during the past several years the general business environment has had an adverse effect on our

business Although the general business environment has shown some improvement there can be no assurÆnee that

it will continue to improve Additionally the improvement of certain economic indicators suchareal estate asset

values and rents and unemployment may vary between geographic markets and may continue to lag behind

improvement in the overall economy These economic indicators typically affect certain industries suchas real

estate and financial services more significantly than other economic sectors For example improvements in

commercial real estatefundamentals typically lag broad economic recovery by twelve to eighteen months Our

clients include entities active in the real estate and financial services industries Furthermore fmancial services

companies with substantial lending business like ours are dependent upon the ability of theirborrowers to make

debt service payments on loans If economic conditions worsen or remain volatile our business financial condition

and results of operations could be materially adversely affected Concerns about the European Unions sovereign

debt and the future of the euro have also caused uncertainty for financial markets globally Such risks could

indirectly affect us by affecting our hedging or other counterparties as well as our customers with European

businesses or assets denominated in the euro or companies in our markets with Europeanbusinesses oraffiliÆtes
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Ineffective liquidity management could adversely affect owfinancial results and condition

Effective liquidity management is essential for the operation of our business We require sufficient liquidity

to meet customer loan requests customer deposit maturities/withdrawals pàymentson our debt obligations as

they come due and other cash commitmefits under bdth normal operating conditions and other unpredictable

circumstances causing industry or general financial market stress Our access to funding sources in amounts

adequate to finance our activities onterms thatarb acceptable to us could be impaired by factors that affect us

specifically or the finªncial-services industry or economy geherally Factors that could detrimentally impact our

access to liquidity sources include downturn in the geographic markets in which our loans and operations are

concentrated or difficult credit markets Our access to deposits may also be affected by the liquidity needs of our

depositors In particular majority of our liabilities during 2012 were checking accounts and other liquid

deposits which are payable on demand or upon several days notice while by comparison substantial majority

of our assets were loans whichcannot be called or sold in the same time frame Although we have historically

been able to replaØe maturing deposits and advances as necessary we might not be able to repace such funds in

the future especially if large number of our depositors seek to withdraw their accounts regardless of the

reason failure to maintain adequate liquidity
could materially and adversely affect our business results of

operations or financial condition

Our operations are concentrated in the Southeastrrn United States and adverse changes in the economic

conditions in this region can adversely affect our performance and credit quality

Our operations are concentrated in the Southeastern United States particularly in the states of Alabama

Arkansas Georit Honda Louisiana Mississippi and Tennessee As result local economic conditions in the

Southeastern United States can significantly affect the demand for the products offered by Regions Bank

including real estate commercial and constructin loans the ability oiborrowers to repay thee loans and the

value of the collateral securing these loans Since 2008 the national real estate market has experienced

significant decline in value and the value of real estate the Southeastern United States in particular declined

signifiŁantly more than real estate values in the United ates as whole This declihe has had an adverse impabt

on some of our borrowers and on the value of the collateral securing many of our loans This decline may

continue to affect borrowers and collateral valUes which could adversely affect our currently performing loans

leading to future delinquencies or defaults and increases in our provisioI for loan losses Further or continued

adverse changes in these economic conditions could materially adversely affect our business results of

operations or financial condition

Hurricanes and other weather-related events as we/i as man-made disasters could cause disruption in our

operations or other consequences that could hae an advere impact on ourresults of operations

significant portion of our operation are loÆated in the arba bordering the Gulf of Mexico and the

Atlantic Ocean regions that are susceptible to huEricanes or in areas of the Southeastern United States that are

susceptible to tornadoes and other severe weather events Such weather events can cause disruption to our

operations and could have material adverse effect on our overall results of operations We maintain huiiicane

insurance including coverage for lost profits and extra expense however there is no insurance against the

disruption that catastrophic hurricane could produce to the markets that we serve Further hurricane or severe

tornado in any of our market areas could adversely impact the ability of borrowers to timely repay their loans and

may adversely affect the value of any collateral held by us Man-made disasters and other events connected with

the Gulf of Mexico or Atlantic Ocean such as the 2010 Gulf oil pill could have similar effects Some of the

states in which we operate have recetit years experienced extreme droughts The severity and impact of future

hurricanes severe tornadoes droughts ædother weather-related events are difficult to predict and may be

exacerbated by global climate change The effedfsof past or future hurricanes severe tornadoes thoughts and

other weather-related events as well as man-made disasters could have material adverse effect on our

business financial condition or results of operations



Continued weaknessin the residential real estate markets couldadverselyaffectourperformance.

As of December 312O12 consumer residential real estate loans represented approximately 33.5 percent of

our total loan portfolio This portion of our loan portfolio has been under pressure for several years as disruptions

in the financia markets and the.deterioration.in housing markets and general ecpnpmic conditions have causeda

decline in home values read estate market demand and the credit qualityof borrowers Any further declines in

home values would adversely affect the value of collateral securing the resideptialreal estate that we hold as

well as the volumeof loan originaUons andthe amount we realize on sale of real estate loans These factors could

result in higher delinquencies andgreater charge-offs in future periods which could materially adversely affect

our business financial condition or results of operations

Continued weakness in the commercial real estate markets could adversely affect our performance

Facing continuing pressure from reduced asset values high vacancy rates and reduced rents the

fundamentals within the commercial real estate sector also remain weak As of December 31 2012

approximately 10 percent of our loan portfolio consisted of investor real estate loans The
properties securing

income producing investor real estate loans are typically not fully leased at the origination of the loan The

borrowers ability to repay the loan is instead dependent upon additional leasing through thelifof the loan or

the borrowers successful operation of business Weak economic conditions may impair borrowers business

operations and typically slow the execution of new leases Such economic cOnditions may also lead to existing

lease turnover As result of these factors vacancy rates for retail office and industrial space may remain at

elevated levels in 2013 High vacancy rates could result in rents falling further over the next several quarters The

combination of these factors could result in further deterioration in the fundamentals underlying the commercial

real estate market and the deterioration in value of some of our loans Any such deterioration could adversely

affect the ability of our borrowers to repay the amounts due under their loans As result our business results of

operations or financial condition may be materially adversely affected

If we experience greater credit losses in our loan portfolios than anticipated our earnings may be materially

adversely affected

As alender we areexposed .tothe risk thatour customers wiilto.repay theirloans according to

their terms and that any collateral securing the payment of their loans may..notbesufficient to assure repayment

Credit losses are inherent in the business of making lOans and cOuld have material adverse effect on our

operating results

We make various assumptions and judgments about the collectability of our loan portfolio and provide an

allowance for estimated credit losses based on number of factors Our management periodically determines the

allowance for loan losses based on available information includIng the quality of the loan portfolio ecotidmic

conditions the value of the underlying collateral and the level of non-accrual loans Increases in this allowance

will result in an expense for the period thereby reducing our reported net income If as result of general

economic conditions decrease in asset quality or growth in the loan portfolio our management determines that

additional increases.in the allowance for loan losses are.necessarywe .may incur additional expenses which will

reduce our net income and our business.results of operations or financial condition may .be matçially adversely

affected

Although our management will establish an allowance for loan losses tt believes is appropriate to absorb

probable and reasonably estimable losses in our loan portfolio this allowance may not be adequate In particular

if humcane or other natural disaster were to occur in one of our principal markets or if economic conditions in

those markets were to deteriorate unexpectedly additional loan losses not incorporated in the existing allowance

for loan losses may occur Losses in excess of the existing allowance for loan losses will reduce our net mcome

and could adversely affect our business results of operations or financial condition perhaps matenally

In addition bank regulatory agencies will periodically review our allowance for loan losses and the value

attributed to non-accrual loans and to real estate acquired through foreclosure Such regulatory agencies may
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require us to adjust our determination of the value for these items These adjustments could materially adversely

affect our business results of operations or financial condition

Risks assŁciated with homeequity products where we are in second lien position could materially adversely

affect our performance

Home equity products particularly those where we are in second lien position and particularly those in

certain geographic areas may carry higher risk of non-collection than other loans Home equity lending

includes both home equity
loans and lines of credit Of our $11.8 billion home equity portfolio at December 31

2012 approximately $10.4 billion were home equity lines of credit and $1.4 billion were closed-end home equity

loans primarily originated as amortizing loans This type of lending which is secured by first or second

mortgage on thç borrowers residence allows customers to borrow against the equity in their home Real estate

market values at the time of origination directly affect the amount of credit extended and in addition past and

future changes in these values impact the depth of potertial losses Second lien position lending carries higher

credit risk because any decrease in real estate pricing may result in the value of the collateral being insufficient to

cover the second lien after the first lien pcsitionhasbeen satisfied We have realized higher levels of charge-offs

on second lien positionsparticularly in the state of Florida where real estate valuations have been depresse4

over the past several years As of December 31 2012 approximately$6.2 billion of our home equity lines and

loans were in second lien position approximately $2.4 billion in Florida

We are unable to track payment status on first liens held by another institution including payment status

related to loan modifications When our second lien position becomes delinquent an attempt is made to contact

the first lien holder and inquire ato the payment status of the first lien However we donot continuously

monitor the payment status of the first lien position Short sale offers iid settlenent agreements are often

received by the home equity junior lien holders well before the loan balance reaches the delinquency threshold

for chargØ-off consideration potentially resulting in full.balance payoff/charge-off We are presently

monitoring the status of all first lien position loans that we own or service mnd also own second lien and we are

taking appropriate action when delinquent During 2012 we evaluated means to monitor nonRegions-serviced

first liens using third-party service provider and found that the dØlinqueæcy rates were not material.As of

December 31 2012 none of ur home equity lines
of crdit have converted to mandatory amortization under the

contractual terms The majority of home equity lines of credit willeither mature with balloon payment or

convert to amortizing status after fiscal year 2020

Industiy competition may have an adverse effect on our success

Our profitability depends on our ability to compete successfully We operate in highly competitive

environment Certain of our competitors are larger and have more resources than we do enabling them be more

aggressive than us in competing for loans and deposits In our market areas we face competition from other

commercial banks avings and loan associati9ns credit urnQns Internet banks finance companies mutual funds

insurance companies brokerage and investment banking firms and other financial intermediaries that offer imilar

services Some of our non-bank competitors are not subject to the same extensive regulations that govern Regions

or Regions Bank and therefore may have greater flexibility in competing for business The financial services

industry could become even more competitive as result of legislative regulatory and technological changes such

as the repeal in oi of all federal prohibitions on the payment by depository institutions of interest on demand

deposit accounts arid the repeal in 2010 of au prohibitions on interstate bianching by depository institutions Should

competition in the financial ServiceS ibdustry intensify our ability to effectively market our products and services

and to retain or compete for new buSiness may be adversely affected Consequently oin businessflnancial

condition or results of operations may also be adversely affected perhaps materially

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

Fluctuations in interest rates may adversely impact our business Our profitability depends to large extent

on our net interest income which is the difference between the interest income receivedon interest-earning
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assets primarily loans and investment securities and the interest expenseincurred in connection with interest-

bearing liabilities primarily deposits and borrowings The level of netinterest income is primarily function of

the average balance of interest-earning assets the average balance of interest-bearing liabilities and the spread

between the yieldon such assets and the cost of such liabilities These fctrs are influeneedby both the pricing

and mix of interest earmng assets and interest-beanng liabilities which in turn are impacted by external factors

such as the local economy competition for loans and deposits the monetary policy of the Federal Open Market

Committee of the Federal Reserve System the FOMC and market interest rates

The cost of out deposits and short term wholesale borrowings is largely based on short term interest rates

the level of which is driven primarily by the FOMCs actions However the yields generated by our loans and

securities are typically driven by longer-term interest rates which are set by the market through benchmark

interest rates such as thr Lojidon Interbank Offered Rates LIBOR or at times the FOMCs actions and

generally vary from day to day The level of net interest income is therefore influenced by movements in such

interest rates and the pace at which such movements occur Interest rate volatility can reduce unrealized gains or

create unrealized losses in our portfolios If the interest rates on our interest bearing liabilities increase at faster

pace than the interest rates on our interest-earning asSets our net interest income may decline and with it

decline in our earnings may occur Our net interest income and earnings would be similarly affected if the

interest rates on our interestearnihg assetsdeclirled at faster pace than the interest rates On our interestbearing

liabilities In particular short-term interest rates are currently very low by histOrical standards with many
benchmark rates such as the federal funds rate and the one- and three-month LIBOR near zero These low rates

have reduced our cost of funding which has caused our net interest margin to increase

Our current one year interest rate sensitivity position is moderately asset sensitive meaning that an

immediate or gradual increase in interest rates would likely have positive cumulative impact on Regions

twelve month net interest income Alternatively an immediate or gradual decrease in rates over twelve month

period would likely have
negative impact on twelve month net interest income

An increasing interest rate environment would also increase debt service requirements for some of our

borrowers Such increases may adversely affect those borrowers ability to pay as contractually obligated and

could result in additional delinquencies or charge offs Our results of
operations and financial condition may be

adversely affeºtŁd as result

For more detailed discussion of these risks and our management strategies for these risks see the Net

Interest Income and Margin Market Risk InterestRate Risk and Securities sections of Item7

Managements DiSCUSSIOn and Analysis of FinaicIal Condition and Results of Operation of this Annual Report

on Form 10-K

Obligations eurrently rated lielôwinvØstment grade as well as possible future redactions iii our ºredit ratings

may increase our funding costs place limitations önbusiness activities relaed to providing ºrŁdit support tO

customºrs or contribute to ineffective liquidity niaæagement

The major rating agencies regularly evaluate us and their ratings are based on number of factors including

our financial strength and conditions affecting the financial services industry generally From 2008 through 2010

all of the major ratings agencies downgraded Regions and Regions Banks credit ratings and many issued

negative outlooks Negative watch negative outlook or other similar terms mean that future çlowngrade is

possible From August 2011 through October 2012 hçwever four major ratiig agencies Standard Poors

SP Fitch Ratings Fitch Moodys Investor Services Moodys and Dominion Bond Rating Service

DBRS upwardly revised their outlook of Regions from negative to stable and/or positive reflecting the

Companys continued improvement in earnings performance core capital position and maintenance of strong

liquidity profile Subsequent to the upward revision on their outlook in March2012 SP upgraded the credit

ratings of Regions and Regions Bank including an upgrade of Regions senior debt rating from BB to BBB-

following.Regions March 2012 stock offering and redemption of 3.5 million shares of Series preferred stock
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issued to the U.S Treasury Additionally in March 2012 Fitch conducted global review of securities impacted

in part by capital requirements set forth in Basel III as well as Fitch.s view regarding the likelihood of sovereign

support The reyiew resulted in downgrade of Regions jrinior subordinated debt rating from BB to In

December 2012 Moodysupgraded Regions senior debt ratings from.Ba3 to Bal citing declining net charge

offs and loan delinquencies as weBas enhancements to the risk management structure. Currently Regions

senior debt.ratings are BalBBB- BBB- and BBB by Moodys SP Fitch and DBRS respectively

In general ratings agencies base their ratings on many quantitative and qualitative factors including capital

adequacy liquidity asset quality business mix and level and quality of earnings and we may not be able to

maintain our current credit ratings The ratings assignedto Regions and Regions Bank remain subject to change

at any time and it is possible that any ratings agency will taice action to downgrade Regions Regions .Bank or

both in the future

Additionally ratings agencies may also make substantial changes to their ratings policies and practices

which may affect our credit ratings In the future changes to existing ratings guidelines and new ratings

guidelines may among othet things adversely affectthe ratings of our securities or othØrsecurities in which we

have an economjcinterest.

Regions credit ratings cawhave negative consequences thatcan impact our ability to access the debt and

capital markets as well as reduce our profitability through increased costs on future debt issuances S.pccifically

when Regions was downgraded below investment grade status we became unable to reliably access the short-

term unsecured funding markets which caused us to hqld more cash and liquid investments to meet our on-going

cash needs Such actions rednced our profitability as these liquid investments earned lower return thai Qther

assets such as loans Regions liquidity policy requires that we maintain minimum cash requirement that is the

greater of the next two years ofcorporate dividend payments and debt service and maturities iessthe next one

year of bank dividends orthe next one year
of corporate dividend payments and debt service and maturities The

current working limit does not allow the minimum cash requirement to fall below $500 million The conservative

nature of this policy helps protect us against the costs of unexpected adverse funding environments Future

issuances of debt could cost Regions more in interest costs were such debt to be issued at our current debt rating

Any future downgrades would fiirther increase the interest costs ainociated with potetitialfuture borrowings the

cost of which cannot be estimated due to the uncertainty of future issuances in terms of amount and priority

Additionally at the timeRegions was downgraded to below invesrnent grade certain counterparty contracts

were required to be renegotiated resulting in additional collateral postings of approximately $200 million Refer

to Note 20 Derivative Financial Instruments and Hedging Activities to the consolidated

financial statements of this Annual Report on Form 10-K for the fair value of contracts subject to contingent

credit features and the collateral postings associated with such contracts Future downgrades could require

Regions to post additional collateral While the exact amount of additional collateral is unknOwn it is reasonable

to conclude that Regionsmaybe required to post approximately an additional $200 million ralated to existing

contracts with contingent credit features In early 2013 as result Of the ratings upgradesthat ocuned during

2012 approximately $70 million of this additional collateral hasLbeen returned to Regions If due to future

downgrades we were required .to cancel our derivatives contracts withcettan counterparties and were unable to

replace such contracts our market risk profile could be aIteredRegionsbelieves that this market risk exposure

would be immaterial to its consolidated financial position liquidity and results of operations

The value of our goodwill and other intangible assets maydecline in the future

As of December 31 2012 we had $4.8 billion of goodwill arid $45 milliOn of other intaiigiblŁ assets

significant decline in.our expected future cash flows significant adverse change in the business climate slower

growth rates or significant and sustained decline in the price of our common stock any or all of which could be

materially impacted by many the .tisk factors discussed herein may necessitate our taking charges in the future

related to the impairment of our goodwill Future regulatory actiois could also have material impact on
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assessments of goodwill for impairment If the fair value of our netassets improvesat faster rate than the

market value of our reporting units or if we were to experience increÆsesin book values of reporting unit in

excess of the increase in fair value of equity we mayalso have to takechargesrelated to the impairment ofour

goodwill If we were to concludethat future write-down of our goodwill andother-intangible assets is

necessary we would record the appropriate charge which could havea material adverse effect on our results of

operations goodwill impairment charge is non-cash item that does not have an adverse impact on regulatory

capital

Identifiable intangible assets other than goodwill consist of core deposit intangibles purchased credit card

relationship assets and customer relationship employment assets Adverse events or circumstances could impact

the recOverability of these intangible assets including loss of core deposits significant losses of credit card

accounts and/or balances increased competition or adverse changes in the economy To the extent these

intangible assets are deemed unrecoverable non-cash impairment charge would be recorded

The value of our deferred tax assets could adversely affect our operating results and regulatory capital ratios

As of December 31 2012 Regions had approximately $763 million in net deferred tax ªssets of which

$35 million was disallowed when calculating regulatory capital Our deferred tax assets are subject to an

evaluation of whether it is more likely than not thatthey will be realized for financial statement purposes In

making this determination we consider all positive and negative evidence available including the impact of

recent operating results as well as potential carryback of tax to prior years taxable income reversals of existing

taxable temporary differences tax planning strategies and projected earnings within the statutory tax loss

carryover period We have determined that the deferred tax assets are more likely than nottobe realized at

December 31 2012 except for $70 million related to state deferred tax assets for which we have established

valuation allowance If we were to conclude that significant portion of our deferred tax assets were not more

likely than not to be realized the required valuation allowanceS could adversely affect our financial position

results of operations and regulatory capital ratios

Changes in the soundness of other financial institutions could adversely affect us

Our ability to engage in routine.funding transactions could.be adversely affectedby the actions and

commercial soundness of other financial institutions Financial services companies are interrelated as result of

trading clearing counterparty or other relationships We have exposure to many different industries andy

counterparties and we routinely execute transactions with counterparties inthe financial services industry

including brokers and dealers commercial banks investment banks mutual and hedge funds and other

institutional clients Furthermore although we do no t.hold any European sovereign debt we may do busincss

with and be exposed to financial institutions that have been affected by the recent European sovereign debt crisis

As result defaults by or even mere speculation about one or more financial services companies or the

financial services industry generally may lead 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 if 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 We are unable to make assurances that any such losses would not materially and adversely affect our

business financial condition or results of operations

Potential limitations on incentive compncation contained in proposed federal agency rulemaking may
adversely affect our ability to attract and retain our highest performing employees

In April 2011 the Federal Reserve other federal banking agencies and the Securities andExchange

Commission jointly published proposed rules designed to implement provisions of the Dodd-Frank Act

prohibiting incentive compensation arrangements that would encourage inappropriate risk taking atcoverØd

financial institutions which includes bank or bank holding company with $1 billion or more of assets such as
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Regions and Regions Bank Itcannot bedeterniiiedatthistim wheth.orwhen inaI rule will be adoptedand

whether compliance with such final ru1e will substantially affect the manner in which we structure

compensation for our execut3ves and other employees Depending on the nature andy application of the final rules

we may not be able to successfully compete with certain financial institutions and other companies that are not

subject to some or all of the rules to retain and attract executives and other high performing employees If this

were to occur our business financial condition and results of operations could be adxersely affected perhaps

materially .. ..

Maintaining or increasing market share may depend on market acceptance and regulatory approval of new

productsandservices

Our success depends in part on the ability to adapt products andse viesto evolving industry standards

There is increasing pressure to provide products and services at lower prices This can reduce net interest income

and noninterest income from fee-based products and services In addition the widespread adoption of new

technologies coUld require us totnake substantial capital expendituretomodifyor adapt existing prodicts and

services or developuew productsand services.Wernay not be successful in introducing new products and

services in response to industrytrends.ordevelopmentsin technology orthose newproducts may not achieve

market acceptance As result we could lose business be forced to price products and services on less

advantageous termstoretain orattract clients or be.subject tQ cost incteases As result ourbusiness financial

conditionorresultsof operations may beadversely affected

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

The financialserviccsmarket 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 additionaj efficiencies in our operations Some of our competitors have substantially

greater resources to invest in technological improvements than we currently have We may not be able to

effectively implement new technology-driven products and services or be successful inmarketing these jàducts

and services to our customers Asa result our ability toeffectively compete toretain or acquireT new business

may be impai.red and our business financial condition or results of operations may be dverseiy affected

Our customers may pursue alternatives to bank deposits which could force us to rely on relatively mare

expensive sources offunding

We may experience an Outflow of deposits because customers seek investments with higher yields or greater

financial stability prefer to business with our competitors or otherwise This outflow of deposits could force

us to rely more heavilyon borrowingsand other sources of funding to fund tour b.çisiness and meet withdrawal

detnands thereby adversely affecting our net interst margin We may also be forcedas result of any outflow

of deposits to rely more heavily on equity to fund our business resulting in greater dilution of our existing

shareholders As result business financial condition or results of.operations maybe adversely affected

We are subject to variety of operational risks environmental legal and compliance risks and the risk of

fraud or theft by employees or oütsidŁrs which niay adversely affect our business and results of operation

We are exposedtO many types ofopefational risks including reputational risk legal and compliance risk

the risk of fraud ortheft by employees or outsiders and unauthorized titansactions by employees or operational

errors including clerical or record-keeping errors or those iesulting facim faulty ordisabled computer or

telecommunications systems Negative public opinion can result from our actual or alleged conductin any

number of activities including lending practices corporate governance and acquisitions ind from actions taken

by government regulators and community organizations in response tothoseactivities Negative public opinion
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can adversely affect our ability to attract and keep customers and can expose us to litigation and regulatory

action Actual or alleged conduct by Regions can also reult in negative public opinion about our other

businesses Negative public opinion could also affect our credit ratings whiche important to our access to

unsecured whOlesale borrowings

if personal nonpublic confidential or proprietary information of customers in our possession were to be

misappropriated mishandled or misused we could suffer significant regulatory consequences reputational

damage and financial loss Such mishandling or misuse could include for example erroneously providing such

information to parties who are not permitted to have the information either by failt of our systems employees

or counterparties or the interception or inappropnate acquisition of such information by third parties

Because the nature of the financial services business involves high volume of transactions certain ertors

may be repeated or compounded before they are discovered and successfull3i rectified Our necessary dependence

upon automated systems to record and process transactions and our latge transaction volume may further

increase the risk that technical flaws or employee tampering or manipulation of those systems will result in losses

that are difficult to detect We also may be subject to disruptions of our operating systems arising from events

that are wholly or partially beyond our control for example computer iirusesor electrical or

telecommunications outages or natural disasters disease pandemics or other damageto property or physical

assets which may give rise to disruption of service to customers and tofinancialloss or liability We are further

exposed to the risk that our external vendors may be unable to fulfill their contractual obligations or will be

subject to the same risk of fraud or operational errors by their respective employees as we are and to the risk that

our or our vendors business continuity and data security systems prove to be inadequate The occurrence of

any of these risks could result in our diminished ability to operate our business for example by requiring us to

expend significant resources to correct the defect as well aslpotential liability to clients reputational damage

and regulatory intervention which could adversely affect our business financial condition or results of

operations perhaps materially

We are subject to variety of systems failure and cyber-security risks that could adversely affect our business

and financial performance

Failure in or breach of our operationalor security ystems or infrastructure or those of our third party

vendors and other service providers including as result of cyber attacks could disrupt our businesses or the

businesses of our customers result in the disclosure or misuse of confidential or proprietary information damage

our reputation .increase our costs and cause losses As large financial institution we depend on our ability to

process
record and monitor large number of customer transactions on continuous basis As customer public

and regulatory expectations regarding operational and information security have increased Our operational

systems and infrastructure must continue to be safeguarded and monitored for pothntial failures disruptions and

breakdowns Our business financial accountitig data processing systems or other operating systems and

facilities may stop operating properly or become disabled or damaged as aresultof number of factors

including events that are wholly or partially beyond our controL For example there could be sudden increases in

customer transaction volume electrical or telecommunications outages natural disasters such as earthquakes

tornadoes and hurricanes disease pandemics events arising from local or larger scale political or social matters

including terrorist acts and as described below cyber attacks Although we have business continuity plans and

other safeguards in place our business operations maybe adverselyaffected by significant and wicicspead

disruption to our physical infrastructure or operating systems that support our businesses and customers

Information security risks for large financial institutions such as Regions have generallyincreased in recent

years in part because of the proliferation of new technologies the use of the Internet and telecOmmunications

technologies to conduct financial transactions and the increased sophistication and activities of organized crime

hackers terroristsactivists and other external parties As noted above our operations rely on the secure

processing transmission and storage of confidential information in our computer systems and networks In

addition to access our products and services our customers may useTpersonalsmartphones tablet PCs and other
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mobile devices that are beyond our control systems Although webelieve that we have robust information

security procedures and controls our technologies systems networks and our customers devices may be the

target of cyber attacks or information security breaches that could result in the unauthonzed release gathenng

monitoring misuse loss or destruction of Regions or our customers confidential proprietary and other

information Additionally cyber attacks such as denial of service attacks hacking or terrorist activities could

disrupt Regions or our customers or other third parties business operations For example in October 2012 and

December 2012 group launched denial of service attacks against number of large financial services

institutions Regions was targeted by this group in October and December These events did not result in breach

of Regions client data and account information remained secure however the attacks did adversely affect the

performance of Regions Bank website www regions corn and in some instances prevented customers from

accessing Regions Banks secure websites for consumer and conmiercial applications The October event was

resolved within approximately one day The December events occurred over multiple days but each individual

event was of shorter duration than the October event and was promptly resolved In all cases the attacks

primarily resulted in inconvenience however future cyber attacks could be more disruptive and damaging and

Regions may not be able to anticipate or prevent all such attacks

Third parties with which we do business or that facilitate our business activities could also be sources of

operational and information security risk to us including from breakdowns or failures of their own systems or

capacity constraints

Our risk and exposure to cybŁr attacks and other information security breaches remain heightened because

of among other things the evolving nature of these threats and the prevalence of Internet and mobile banking

As cyber threats continue to evolve we may be required to expend significant additional resources to continue to

modify or enhance our protective measures or to investigate and remediate any information security

vulnerabilities Disruptions or failures in the physical infrastructure or operating systems that support our

businesses and customers or cyber attacks or security breaches of the networks systems or devices that our

customers use to access our products and services could result in customer attrition regulatory fines penalties or

intervention reputational damage reimbursement or other compensation costs and/or additional compliance

costs any of which could materially adversely affect our business results of operations or financial condition

We rely on other companies to provide key components of our business infrastructure

Third parties provide key components of our business operations such as data processing recording and

monitoring transactions online banking interfaces and services Internet connections and network access While

we have selected these third party vendors carefully we do not control their actions Any problems caused by

these third parties including those resulting from disruptions in communication services provided by vendor

failure of vendor to handle current or highr volumes or failure of vendor to provide services for any reason

or poor performance of services could adversely affect our ability to deliver products and services to our

customers and otherwise conduct our business Financial or operational difficulties of third party vendor could

also hurt our operations if those difficulties interfere with the vendor ability to serve us Replacing these third

party vendors could also create significant delay and expense Accordingly use of such third parties creates an

unavoidable inherent risk to our business operations

We dependonthe accuracy and completeness of information about clients and counterparties

In deciding whether to extend credit or enter into other transactions with clients and counterparties we may

rely on information furnished by or on behalf of clients and counterparties including financial statements and

other financial information We also may rely on representations of clients and counterparties as to the accuracy

and completeness of that information and with respect to financial statements on reports of independent auditors

if made available If this information is inaccurate we may be subject to regulatory action reputational harm or

other adverse effects with respect to the operation of our business our financial condition and our results of

operations
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We are exposed to risk of environmental liability when-we take title to property

In the course of our business we may foreclose on and take title to real estate As result we could be

subject to environmental liabilities with respect to these properties We may be held liable to governmental

entity or to third parties for property damage personal injury investigation and clean up costs incurred by these

parties in connection with environmental contamination or may be required to investigate or clean up hazardous

or toxic substances or chemical releases at property The costs associated investigation or remediation

activities could be substantial In addition if we are the owner or former owner of contaminated site we may
be subject to common law claims by third parties based on damages and costs resulting from environmental

contamination emanating from the property If we become subject to significant environmental liabilities our

business financial condition or results of operations could be adversely affected

Our reported financial results depend on managements selection of dccounting methods and certain

assumptions and estimates

Our accounting policies and assumptions are fundamental to our reported financial condition and results of

operations Our management must exercise judgment in selecting.and applying many of these accounting policies

and methods so they comply with generally accepted accounting principles and reflect management judgment

of the most appropriate manner to report our financial condition and results In some cases management must

select the accounting policy or method to apply from two or more alternatives any of which may be reasOnable

under the circumstances yet may result in us reporting materially different resuits than wpuld have been reported

under different alternative

Certain accounting policies are critical to presenting our reported financial condition and results They

require management to make difficult subjective or complex judgments about matters that are uncertain

Materially different amounts could be reported under different conditions or using
different assumptions or

estimates These critical accounting policies include the allowance for credit losses fair value measurements

intangible assets mortgage servicing rights and income taxes Because of the uncertainty of estimates involved

in these matters we may be required to do one or more of the following significantly increase the allowance for

credit losses andlor sustain credit hsses that are significantly higher than the reserve provided recognize

significant impairment on our goodwill other intangible assets or deferred tax asset balances or significantly

increase ouraccruedincometaxes

Changes in our accounting policies or in -accounting standards could materially affect how we report our

financial results and condition --

From time to time the Financial Accounting Standards Board the FASB and SEC change the financial

accounting and reporting standards that govern the preparation of our financial statements These changes can be

difficult to predict and can materially impact how we record and report our financial condition and results of

operations In some cases we could be required to apply new or revised standard retroactively resulting in us

restating prior period financial statements For example on December 20 2012 the FASB issued for public

comment Proposed Accounting Standards Update Financial Instruments Credit Losses Subtopic 825 15

that would substantially change the accounting for credit losses on loans and other financial assets held by banks

financial institutions and other organizations The proposal would remove the existing probable threshold in

GAAP for recognizing credit losses aid instead require affected reporting companies-to reflect their estimate of

credit losses- on financial assets over the lifetime of each such asset broadening the range of infoi7nation that

must be considered in measuring the allowance for expected credit losses This proposal if adopted as proposed

will likely have negative impact potentially material on Regions reported earnings
and capital and could also

have an impact on Regions Bank lending to the extent that higher reserves are required at the inception of

loan based on recent loan loss experience
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Risks Arising From the Legal and Regulatory Framework in which Our Business Operates

Increased litigation could result in legal liability and damage to our reputation

We and certaip of our ubsidiarie iave been named from time to time as defendants in various class actions and

other litigation relating to their business and actiyities Past present and ture litigation have included or could include

claims for substantial compensatory or punitive damages or claims ior indeterminate amounts of damages We and

certain of our subsidiaries are also involved from time to time in other reviews investigations and proceedings both

formal and informal by governmental and self-regulatory agencies regarding our and their lusiness These matters

also could result in adverse judgments settlements fines-penaities injunctions or other relief

In addition in recent years number of judicial decisions have upheld the right of borrowers to sue lending

institutiOns on the basis of various Łvolvihg legalthe6Hs colleŁtively termed lender liability Generally

lender liability is founded on the premise that lender has either violated dutywhØther implied or contractual

of good faith and fair dealing owed to the borrower or has assumed degree of control over the borrower

resulting in the creation of fiduciary duty owed to the borrower or its other creditors or shareholders

Substantial legal liability or significant regulatory action against us or our subsidiaries could materially

adversely aff ect our business financial condition 0i results of operations or cause significant harm to our

reputation Additional information etating to litigation àffeting Regions and our subsidiaries is discussed in

Note 23 Commitments Contingencies and Guarantees to the consolidated financial statements of this Annual

Report on Form 1O-K..

We may face signzflcani claims for indemnifjcation in connection with our sale of Morgan Keegan in 2012

On January 11 2012 Regions entered into stock purºhase agreement to sell Morgan Keegan and related

affiliates to Raymond James Financialin Raymond Jªiæes The transaction closed on April 2012 In

connection with the closing of the s1e Regions agreed to indemnify Raymond James for all litigation and certain

other matters related to pre-closing activities of Morgan Keegan Indemnifiable losses under the indemnification

provision include legal and other expenses such as costs for defense judgments settlements and awards

associdtedwith fhe resolution of litigation related to pre-closing activities As of December 31 2012 the carrying

value of the indemnification obligation is approximately $45 million This amount reflects an estimate of

liability and actual liabilities can potentially be higher than amounts reserved The amount of liability that we

may ultimately incur from indemnification claims may have an adverse impact perhaps materially on our results

of operations

We are subject to extendve goveinmental regulation which could have an adverse impact on our operations

The banking iidustry is extensively ieulated and supervised under both federal and state law Regions and

Regions Bank are subject to the regulation and supervision of the Federal Reserve the FDIC the Consumer

Financial Protection Bureau and the Superintendent of Banking of the State of Alabama These regulations are

intended primarilyto protect depositors the public and the FDIC insurance fund andnotourshareholders.These

regulations govern variety of matters including certain debt ohligations changes in control of bank holding

companies and state-chartered banks maintenance of adequate capital by bankholding companies and state-

chartered banks and.general business operations and financial condition of Regions and Regions Bank including

permissible types amounts and terms of loans and investments 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 all of our non-bank subsidiaries are subject oversight by the Federal Reserve and certain of

our other subsidiaries are subject to regulation supervision and examination by other regulatory authorities such

as state insurance departments

As result we are subject to charfges in federal and state law as well as regulations and governmental

policies income tax laws and accounting principles Regulations affecting banks and other financial institutions

are undergoing continuous review and frequently change and the ultimate effect of such changes cannot be
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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 Any changes in any federal and state law as well as regulations and governmental

policies income tax laws and accounting principles could affect us in substantial and unpredictable ways including

ways which may adversely affect our business financial condition or results of operations Failure to appropriately

comply with any such laws regulations or principles could result in sanctions by regulatory agencies Łivil money

penalties or damage to our reputation all of which could adversely affect our business financial condition or results of

operations Our regulatory position is discussed in greater detail under the Bank Regulatory Capital Requirements

section and associated Capital Ratios table of Item Managements Discussion and Analysis of Financial Condition

and Results of Operation of this Annual Report on Form 10-K

Recent legislation regarding the financial services industry may have significant adverse effect on our

operations andfinancial condition

The Dodd-Frank Act became law in July 2010 Many of the provisions of the Dodd-Frank Act will directly

affect our ability to conduct our business including

Imposition of higher prudential standards including more stringent risk-based capital leverage

liquidity and nsk management requirements and numerous other requirements on systemically

significant institutions including all bank holding companies with assets of at least $50 billion which

includes Regions

Establishment of the Financial Stability Oversight Council to identify and impose additional regulatory

oversight of large financial firms

Imposition of additional costs and fees including fees to be set by the Federal Reserve and charged to

systemically significant institutions to cover the cost of regulating such institutions and any FDIC

assessment made to cover the costs of any regular or special examination of Regions or its affiliates

Establishment of the Consumer Financial Protection Bureau with broad authority to implement new

consumer protection regulations and to examine and enforce compliance with federal consumer laws

Application to bank holding companies of regulatory capital requirements similar to those applied to

banks which requirements exclude on phase-out basis all trust preferred securities and cumulative

preferred stock from Tier capital and

Establishment of new rules and restrictions regarding the origination of mortgages

Many of the provisions of the Dodd-Frank Act became effective in July 2011 on the one-year anniversary

of its enactment However number of these other provisions still require extensive rulemaking guidance and

interpretation by regulatory authorities and have extended implementation periods and delayed effective dates

Accordingly in some respects the ultimate impact of the Dodd-Frank Act and its effect on Regions and the U.S

financial system generally may not be known for some time

The provisions of the Dodd-Frank Act and any future rules adopted to implement those provisions as well as

any additional legislative or regulatory changes may impact the profitability of our business activities and costs

of operations require that we change certain of our business practices materially affect our business model or

affect retention of key personnel require us to raise additional regulatory capital including additional Tier

capital and could expose us to additional costs including increased compliance costs These and other changes

may also require us to invest significant management attention and resources to make any necessary changes and

may adversely affect our ability to conduct our business as previously conducted or our results of operations or

financial condition

Increases in FDIC insurance premiums may adversely affect our earnings

Our deposits are insured by the FDIC up to legal limits and accordingly we are subject to FDIC deposit

insurance assessments We generally cannot control the amount of premiums we will be required to pay for FDIC
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insurance High levels of bank failures over the past seyeral years and increases in the statutory deposit insurance

limits have increased resolution costs to the FDIC and put pressure on the Deposit Insurance Fund DIF In

order to maintain strong funding position and restore the reserve ratios of the DIF the FDIC increased

assessment rates on insured institutions charged special assessment to all insured institutions as of June 30

2009 and required banks to prepay three years worth of premiums on December 30 2009 If there are additional

financial institution failures we may be required to pay even higher FDIC preui urns than the recently increased

levels or the FDIC may charge additional special assessments Fqrther the..FDIC increased the DIFs target

reserve ratio to 2.0 percent of insured deposits following the Dodd-Frank Acts elimination of the 1.5 percent cap

on the DIFs reserve ratio Additional increases in our assessment rate may be required in the future to achieve

this targeted reserve ratio These increases in deposit assessments and any future increases required prepayments

or special assessments of FDTC insurance premiums may adversely affect our business financial condition or

results of operations

Additionally in February 2011 pursuant to the Dodd-Frank Act the FDIC amended its regulations

regarding assessment for federal deposit insurance to base such assessments on the average total consolidated

assets of the insured institution during the assessment period less the average tangible equity of the institution

during the assessment period The FDIC also adopted revised risk-based assessment calculation in February

2011 In January 2010 the FDIC proposed arnie tying assessment rates of FDIC insured institutions to the

institutions employee compensation programs Comments were due on February 18 2010 butas of
2013 no final rule has been adopted The exact nature and cumulative effect of these recent changes are not yet

known but they may increase the amount of premiums we must pay for FDIC insurance Any such increases

may adversely affect our business financial condition or results of operations

We may be subject to more stringent capital requirements

Regions and Regions Bank are each Sttbject.to capital adequacy aild
liquidity guidelines and other regulatory

requirements specifying minimum amounts and
types of capital that must .be maintained From time to time the

regulatom implement changes to these regulatory capital adequacy and liquidity guidelines If we fail to meet

these minimum capital and liquidity guidelines and other regulatory requirements our financial condition would

be materially and adversely affected In light of proposed changes to regulatörycapitâl re4uirements containedin

the .Dodd-Frank Act and the Federal Reserves proposed rules implementing regulatory accotds on international

banking institutions formulated as part of the Basel Crnmittee III process we expect tob required t6 satisfy

additional more stringent capital dequacy and liquidity standards We mayalso be required to satisfy

additional more stringent capital dnquacy and liquidity standard than those specified as part of the Dodd-Frank

Act and the Federal Reserves proposedrules implementing Basel III or comply with the requirements of these

standards earlier than might otherwise be required in order to successfully comply with the capital planning and

stress test rules and guidance issued by the Federal Reserve The ultimate impact the new capital and liquidity

standards on us cannot be determined at this time and will depend on number of factors including the treatment

and implementation by the U.S banking regulators These requirements howevºr and any other new

regulations coild adversely affect our ability to paydividends or could require us to reduç business levels or to

raise capital including in ways thatnyadverse1y affect our financial condition or results of operations For

more information concerning our compliance with capital and liquidity requirements see the Bank Regulatory

Capital Requirements section of Item Managements DiscussiOn and Analysis of Finandial Condition and

Results of Operation of this Annual Report on Form 10-K

Unfavorable results from ongoing stress analyses conducted on Regions may adversely affect our ability to

retain customers or compete for new business opportunities

Under the final rules discussed under Regulatory Reforms Federal Reserves Comprehensive Capital

Analysis and Review in the Supervision and Regulation section of Item of this Annual Report on Form
10-K the Federal Reserve conducts an annual.stress analysis of Regions to evaluate our ability to absorb losses

in various economic and financial scenarios This stress analysis uses three economic and financial scenarios
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generated by the Federal Reserve including adverse and severely adverse scenarios The rules also require us to

conduct our own semi-annual stress analysis to assess the potential impact on Regions including our

consolidated earnings losses and capital under each of theeconomic and financial scenarios used as part of the

Federal Reserves annual stress analysis summary of the results of certain aspects of the Federal Reserves

annual stress analysis is released publicly and contains bank holding company specific infonnationcand results

The rules also require us to discloe publicly summary of the results of our semi-annual stress anaiyes and

Regions Banks annual stress analyses under the severely adverse scenario

Although the stress tests are not meant to assess our current condition and even if we remain strong stable

and well capitalized we cannot predict our customers potential misinterpretation of and adverse reaction to the

results of these stress tests Any potential misinterpretations and adverse .reactions could limit our ability to

attract and retain customers or to effectively compete for new business opportunities The inability to attract and

retain customers or effectively compete for new business may have material and adverse effect on our business

financial condition or results of operations

Additionally our regulators may require us to raise additional capitalor take other actions or may impose

restrictions on our business based on the results of the stress tests including rejecting or requiring revisions to

our annual capital plan submitted in connection with the Comprehensive Capital Analysis and Review We may

not be able to raise additional capital if required to do so or may not be able to do soon terms which are

advantageous to Regions or its current shareholders Any such capital raises if required may also be dilutive to

our existing shareholders

If an orderly liquidation of systemically important bank holding company or non-bank financial company

were triggered we could face assessments for the Orderly Liquidation Fund

The Dodd-Frank Act creates new mechanism the OLA for liquidation of systemically important bank

holding companies and non-bank financial companies The OLA is administered by the FDIC and is based on the

FDICs bank resolution model The Secretary of the U.S Treasury may trigger liquidation under this authority

only after consultation with the President of the United States and after receiving arecommendation from the

boards of the 1IC and the Federal Reserve upon two-thirds vote Liquidation proeedings will be funded by

the Orderly LiquidationFund which will borrow from the U.S Treasury and impose risk-based assessmentson

covered financial companies Risk-based assessments would be made first on entities that received more in the

resolution than they would have received in the liquidation to the extent of such excess and second if necessary

on among others bank holding companies with totalconsolidated assets of $50 billion or more such as Reguns

Any such assessments may adverseiy affect our business financial conditjon or results of operations

Risks Related to Our Capital Stock

The market price of shares of our capital stock will fiuctuafr

The market price of our capital stock could be subject to significant fluctuations due to change in

sentiment in the market regarding our operations or business prospects Such risks may be affected by

Our operating performance finamicial condition and prospects or the operating peiforrnancefinancial

condition and prospects of our competitors

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

Our creditworthiness

Developments in our business or in the financial sector generally

Regulatory changes affecting our industry generally or our business and operations

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

tous
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Announcementsof strategic developments acquisitions and other materialevents by us or our

competitors

Expectations of or actual equity dilution

Whether we declare or fail to declare dividends on our capital stock from time to time

The ratings given to our securities by credit-rating agencies

Changes in 11 credit mortgage and real estate markets including the markets for mortgÆge-relatŁd

securitiŁand

Changes in global financial markets global economies and general market conditions such as interest

OT foeign exchange rates stock commodity credit or asset valuations or volatility

Stock markets in general and our common stock in particular have shown considerable volatility in the

recent past The market price of our capital stock including our common stock and depositary shares

representing fractional interests in our preferred stock may continue to be subject to similar fluctuations

unrelated to our operating performance or prospects Increased volatility could result in decline in the market

price of ourcapitnlstock

Our capital stock is subordinate to our existing andfuture indebtedness

Our capital stock including our common stock and depositary shares representing fractional interests in our

preferred stock ranks junior to all of Regions existing and future indebtedness and Regions other non-equity

clainis with respect to ässºts available to satisfy claiths against iis including claims inthØ event of our

liquidation As of Decentber3 2012 Regions total liabilitieswere approximately $105.8 billion and we may
inbur additional indØbtØdness in thØfutüre to iæºreaseour capital resources Additionally if our capital ratios or

the capita ratios of Regions Bank fall below the required minimums we or Regions Bank could be forced to

raise additional capital by making additional offerings tif debt securities including medium term notes senior or

subordinated notes or other applicable securities

We are holding company and dependon ourswbt idiarles for dividends distributions and other payments

We are 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 Bak to pay dividends nd other distributions tous and to make

loans to us If Regions Bank is unable to make dividend payments to us and sufficient cash or liquidity is not

otherwise available we may not be able to make dividend payments to our common and preferred stockliolders

or principal and interest payments on our outstanding debt See the Stockholders Equity section of Item

Management Discussion and Analysis of Financial Condition and Results of Operation of this Annual Report

on Form 10-K In addition our right to participate in distribution Of assets upon subsidiarys liquidation or

reorganization is subjc.t to the prior claims of creditors of that subsidiary except to the extent that any of our

claims as creditor of such subsidiary may be recognized As result shares of our capital stock are effectively

subordinated to all existing and future liabilities and obligations of our subsidiaries At December 31 2012 our

subsidiaries total deposits and borrowings were approximately $98.8 billion

We may not pay dividends on shares of our capital stock

Holders of sharesof our capital stock are only entitled to receive such dividends our Board of Directors

may declare out of funds legally available for such payments Although we have historically declared cash
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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

On November 2012 Regions completed the sale of 20 million depositary shares each representing

1/40th ownership interest in share of its 6.375% Non-Cumulative Perpetual Preferred Stock SeriesA par value

$1.00 per share Series Preferred Stock with liquidation preference of $1000 per
share of Series

Preferred Stock equivalent to $25 per depositary share Dividends on the SeriesA Preferred Stock are

discretionary and are not cumulative If our Board of Directors does not declare dividend on the Series

Preferred Stock in respect of quarterly dividend period then no dividend shall be deemed to have accrued for

such dividend period no dividend shall be payable on the applicable dividend payment date or be cumulative

and we will have no obligation to pay any dividend for that dividend period whether or not our Board of

Directors declares dividend on the Series Preferred Stock or any other class or series of our capital stock for

any future dividend period

Furthermore the terms of the Series Preferred Stock prohibit Regions from declaring or paying any

dividends on any junior series of its capital stock including its common stock or from repurchasing redeeming

or acquiring such junior stock unless Regions has declared and paid full dividends on the Series Preferred

Stock for the most recently completed dividend period Additionally the terms of Regions outstanding junior

subordinated debt securities prohibit it from declaring or paying any dividends or distributions on Regions

capital stock or purchasing acquiring or making liquidation payment on such stock if Regions has given

notice of its election to defer interest payments but the related deferral period has not yet commenced or

deferral period is continuing

Regions is also subject to statutory and regulatory limitations on its ability to pay dividends on its capital

stock For example it is the policy of theFederal Reserve that bank holding companies should generally pay

dividends on common stock only out of earnings and only if prospective earnings retention is consistent with the

organizations expected future needs asset quality and financial condition Moreover the Federal Reserve will

closely scrutinize any dividend payout ratios exceeding 30 percent of after-tax net income Additionally while

the impact of many of its provisions are not yet known the Dodd-Frank Act requires federal banking agnciesto

establish more stringent risk-based capital guidelines and leverage limits applicable to banks and bank holding

companies and especially those institutions with consolidated assets equal to or greater than $50 billion In

August 2012 the Federal Reserve the FDICaiid the Officeofthe Comptroller of the Currency jointly published

three proposed rules that would substantially revise the federal banking agencies current capital rules and

implement the Basel Committee on Banlung Supervision December 2010 regulatory capital reforms known as

Basel III The proposed rules if adopted as proposed could adversely affect our ability to pay dividends or may

result in additional limitations on our ability to pay dividends on shares of our capital stock

Pursuant to rules adopted in November 2011 the Federal Reserve has required bank holding companies

with $50 billion or more of total consolidated assets such as Regions to submit annual capital plans to the

Federal Reserve for review before they can make capital distnbutions such as dividends The Federal Reserve did

not object to Regions capital plan that was submitted in January 2012 however if the Federal Reserve does not

approve any subsequent Regions capital plan Regions may not be able to declare dividends

Our management and Board of Directors as part of the capital planning process will continue to evaluate

the payment of dividends in conjunction with our regulatory supervisors
and subject to applicable regulations

and other lirmtations as well as Regions results of operations

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

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 person entity or group must notify the federal banking agencies before acquiring control of
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bank holding company Acquisition of 10 percent or more of any class of voting stock ofabank holdin

company or state member bank including shares of our common stock creates rebuttable presumption that the

acquirer controls the bank holding company or state member bank Also as noted under the Supervision and

Regulation section of Item of this Annual Report on Form 10-K bank holding company must obtain the

prior approval of the Federal Reserve before among other things acquiring direct or indirect ownerthip or

control of more than percent of the yoting shares of any bank including Regions Bank There also are

provisions in our certificate of incorporation that may be used to delay or block takeover attempt For example

holders of our Series Preferred Stock have certain voting rights that could adversely affect share valüe If and

when dividends on the preferred stock have not been declaie.d and paid for at least six quarterly dividend periods

or their equivalent whether or not consecutive the authorized number of directors then constituting our Board

of Directors will automatically be increased by two and the preferred stockholders will be entitled to elect the

two additional directors Also the affirmative vote or consent of the holders of at least two-thirds of all of the

then-outstanding shares of the preferred stock is required to consummate binding share-exchange or

reclassification involving the preferred stock or merger or consolidation of Regions with or into another entity

unless certain requirements are met These statutory provisions and provisions in our certificate of inºoipôration

including the rights of the holders of our Series Preferred Stock could result in Regions being less attractive to

potential acquirer
..

We may need tA raise additional debt or equity capital in the future such capitalmaybe dilutive to our

existing shareholders or 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 additiotialcapitªl.if needed will

depend on among other things conditions in the capital markets at that time which are outside pf our control

and our financial performance The economic slowdown and loss of confidence in financial instittitions ovr the

past several years may increase our cost of funding and limit our access to some of our customary sources of

capital including inter-bank borrowings repurchase agreements and borrowings from thdiscoirnt Window of
the Federal Reserve Additionally some of our long-term debt securities are currently rated below investment

grade by certain of the credit ratings agencies Any such ratings may affect our cost funding and limit our

access to the capital markets

We cannot assure you that 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 decline in the confidence of debt purchasers depositors of

Regions Bank or counterparties participating in the capital markets or downgrade of our debt ratings 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 materially adverse effect on our business

financial condition or results of operations

Future issuances of additional equity securities could result in dilution of existing stockholders equity ownership

We may determine from time to time to issue additional equity 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 could dilute the voting and economic interests of our existing

shareholders
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Item lB Unresolved Staff Comments

None

Item Properties

Regions corporate headquarters occupy the main banking facility of Regions Bank located at 1900 Fifth

Avenue North Birmingham Alabama 35203

At December 31 2012 Regions Bank Regions banlung subsidiary operated 711 banking offices At

December 31 2012 there were no significant encumbrances on the offices equipment and other operational

facilities owned by Regions and its subsidianes

See Item Business of this Annual Report on Form 10 for list of the states in which Regions Bank

branches are located

Item Legal Proceedings

Information required by this item is set forth in Note 23 Commitments Contingencies and Guarantees in

the Notes to the Consolidated Financial Statements which are included in Item of this Annual Report on

Form 10-K

Item Mine Safety Disclosures

Not applicable

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 Market For Registrants 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 a1es prices of.and ºash dividends declared on Regions common

stock are set forth in Table 31 Quarterly Results of Operations of Managements Discussion and Amilysi

whichis iæcludedin Item of this Annual Report on Form 10-K As of February 15 2013 there were 67117

holders of record of Regions common sto including participantsin the ComputershareInvetment Plan for

Regions Financial.Corporation

Restrictions on the ability of Regions Bank to transfer funds to Regions at December 31 2012 are set forth

in Note 13 .Regulathry Capital Requirements and Restrictioiis to the consolidated financial statements which

are included in Item of this Ahnual Report on Form 10-K 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 Business under the heading Supervision and RegulationPayment 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 2012

Issuer Purchases of Equity Securities

Total Number of Maximum Number

Average Shares Purchased of Shares that May
Total Number Price as Part of Publicly Yet Be Purchased

of Shares Paid per Announced Plans Under the Plans or

Period Purchased Share or Programs Programs

October 131 2012 23072300
November 130 2012 23072300
December 131 2012 23072300

Total 23072300

On January 18 2007 Regions Board of Directors authorized the repurchase of 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

Restrictions on Dividends and Repurchase of Stock

Holders of Regions common stock are only entitled to receive such dividends as Regions Board of

Directors may declare out of funds legally available for such payments Furthermore holders of Regions

common stock are subject to the prior dividend rights of any holders of Regions preferred stock then outstanding

Regions understands the importance of returning capital to shareholders Management will continue to

execute the capital planning process including evaluation of the amount of the common dividend with the Board

of Directors and in conjunction with the regulatory supervisors subject to the Companys results of operations

Also Regions is bank holding company and its ability to declare and pay dividends is dependent on certain

federal regulatory considerations including the guidelines of the Federal Reserve regarding capital adequacy and

dividends
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The terms of Regions outstanding junior subordinateci debt securities prohibit it from declaring or paying

any dividends or distributions on Regions capital stock including its common stock or purchasing acquiring or

making liquidation payment on such stock if Regions has given notice of its election to defer interest payments

but the related deferral penod has not yet commenced or deferral penod is continuing

On November 2012 Regions completed the sale Of 20 miffion depositaryshares each representing

1/40th ownership interest in share of its 6.375% Non-Cumulative Perpetual Preferred Stock SeriesA par value

$1.00 per share Series Preferred Stock with aliquidation preference of $1000 pershare of Series

Preferred Stock equivalent to $25 per depositary share The terms of the Series Preferred Stock prohibit

Regions from declaring or paying any dividends on any junior series of its capital stock including its common

stock or from repurchasing redeeming or acquiring such junior stock unless Regions has declared and paid full

dividends on the Series Preferred Stock for the most recently completed dividend period The Series

Preferred Stock is redeemable at Regions option in whole or in part from time to time on any dividend payment

date on or after December 15 2017 or in whole but not in part at any time within 90 days following regulatory

capital treatment event as defined in the certificate of designations establishing the Senes Preferred Stock
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PERFORMANCE GRAPH

Set forth below is graph comparing the yearly percentage change in the cumulative total reurn of Regions
common stock against the cumulative total return of the SP 500 Index and the SP Banks Index for the past
five years This presentation assumes that the value of the investment in Regions cornrrkn stock and in each
index was $100 and that all dividends were reinvested
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U-- Regions --SP500 Index SP Banks inJ

Cumulative Total Return

12/31/2007 12/31/2008 12/41/2009 12/31/2010 12/31/2011 12/31/2012

Regiois $10000 $3602 $2470 $3287 $2036 3396SP 500 Index 10000 63.00 79.67 91.68 93.61 108.59
SPBankslndex 10000 6333 5907 7154 6439 8017

Item Sdected Financial Data

The information
required by Item is set forth in Table Financial Highlights of Management

Discussion and Analysis of Financial Condition and Results of Operations which is included in Item of this

Aiinual Report on Form 10-K
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Item Managements Discussion and Analysis of Financial condition and Results of Operations

Item 7A Quantitative
and Qualitative

Disclosures about Market Risk

EXECUTIVE SUMMARY

Management believes the following points summarize several of the most relevant items necessary
for an

understanding of the financial aspects of Regions Financial Corporations Regions or the Company

business particularly regarding its 2012 results Cross references to more detailed information regarding
each

topic within Managements Discussion and Analysis of Financial Condition and Results of Operations

MDA and the consolidated financial statements are included This summary is intended to assist in

understanding the informationprovided but should be read in conjunctionwith the entire MDAand

consolidated financial statements as well as the other sections of this Annual Report on Form 10-K

Capital

Regulatory CapitalRegions and Regions Bank are required to comply with applicable capital adeqtiacy

standards established by the Federal Reserve Currently the minimum guidelines to be considered well-

capitalized for Tier capital and Total capital are 6.0 percent and 10.0 percent respectively At

December 31 2012 Regions Tier capital and Total capital ratios were 12.00 percent and 15.38 percent

respectively In addition the Federal Reserve and banking regulators routinely supplement their assessment

of capital adequacy based on variation of Tier capital know as Tier common equity non-GAAP

Although Federal banking regulators have not established minimum guidelines to be considered well-

capitalized
the Tier common equity ratio has been key component in assessing capital adequacy under

the Comprehensive Capital Analysis and Review CCAR process At December 31 2012 Regions

Tier common equity ratio was 10.84 percent In November2012 theFØderal Reserve the Federal Deposit

Insurance Corp and the Office of the Comptroller of the Currency announced the guidelines
for the 2013

CCAR review the results of which will be released in March 2013

In addition in 2010 the Basel Committee released Basel III its final framework for strengthening

international capital and liquidity regulations The framework requires bank holding companies and their

bank subsidiaries to maintain substantially morecapital wjth greater emphasis on common equity

Subsequently in June 2012 the Federal Reserve the FDIC and the Office of the Comptroller of the

Currency issued proposed rules implementing the capital provisions
set forth by the Basel III framework

Regions is in the process of evaluating the anticipated impact of the proposed rules for implementing Basel

III which will be phased in beginning in 2013 and is expected to be fully phased in by January 2019

Based on Regions current understanding of the Basel III requirements the Companys estimated Base III

Tier common ratio non-GAAP as of December 31 2012 was approximately 8.87

Base III minimum of percent for Tier common non-GAAP Similarly based on Regions current

understanding of the proposed rules related to the calculation of the Liquidity Coverage Ratio LCR

under Basel III the Company anticipates being fully compliant upon finalization and implementation
As

further clarification of the Base III rules as well as interpretation by U.S banking regulators is pending the

ultimate impact of Base III on Regions is not completely known at this time For more information refer to

the following additional sections within this Form 10-K

2012 Overview discussion in MDA

Table GAAP to Non-GAAP reconciliation

Bank Regulatory Capital Requirements section of MDA

Note 13 Regulatory Capital Requirements and Restrictions to the consolidated financial statements

Morgan KeeganOn January 11 2012 Regions entered into stock purchase agreement to sell Morgan

Keegan Company Inc and related affiliates Morgan Keegan to Raymond James Financial Inc
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Raymond James The transaction which closedonApril2 2012 didnot iæcludeRegions Investment

Management Inc formerly known as Morgan Asset Management Inc and Regions Trust Thetotal

purchase price received by the Company was $1.2 biIlion Ah estimated $15 million pre-tax gain on sale

which included $256 million adjustment of liabilities to reord the legal indemnifiºation at fair value was
recorded in the second quarter of 2012 as component of di5coitinuedóperatibns.Based upon the terms of

the sale additional pre-tax adjustments weremadein the seqond half of2012increasing the gain by

$4 million bringing the total pre-tax gain on sale to $19 million The transaction reduced the Companys
overall risk profile prvided substantial liquidity at the hplding company level and improved key capital

ratios For more information refer to the following additional sectionswithin this Form 10-K
Note Discontinued Operations to the consolidated financial statements

Note 23 Commitments Contingencies and Guarantees to theconsoiidated financial statements

Redemption of TARP and Warrant RepurchaseIn April 2012 Regions completed its repurchase of

$3.5 billion of Series Preferred Stock issued under the U.S Treªsürys tEóublØd Asset Relief Programs

TARP Capital Purchase Program In addition to fully repaying the governments investment Regions

paid ttal of $592 million in dividends over 15-quarter period On an annual ongoing basis the

repurchase eliminated the payment of $175 million in annual dividends on thesesŁcürities The repurchase

followed Regions successful completion of an $875 million common equity offering and the completion of

its aforementioned sale of Morgan Keegan.In early May of 2012 Regions repurchasedthe warrant issued to

the U.S Department of Treasury in relation to the TARP Capital Purchase hogrnm which provided the U.S

Treasury Department the right to purchase 48.3 million con-imon sharesat $10.88pershare Regions

repurchased the warrant from the U.S Treasury Dpartment for $45 million The warrant repurchase

resulted in reduction to additional paidin capital in the second quarter but did not impact the results of

operations For more information refer to thefollowing additional sections within this Form 10K

Stockholders Equity section of MDA
Note 14 Stockholders Equity and Accumulated Other Comprehensive Income Loss to the
consolidated financial statements

Preferred Stock Issuance and Redemption of Trust Preferred Securities During the fourth quarter of 2012

Regions issued $500 million of 375% Non Cumulative Perpetual Preferred Stock Series Following

notice by the Federal Reserve of proposed rulemaking which would phase out the Tier capital treatment of

trust preferred securities Regions used portion of the proceeds from the preferred stock issuance to

redeem approximately $345 million of issued and outstanding 875% trust preferred securities issued by

Regions Financing Trust III For more information refer to the following additional sections within this

form 10-K

Note Variable interest-Entities to the consolidated financial statements

Note 12 Long-Term Borrowings to the consolidated financial statements

Note 13 Regulatory Capital Requirements and Restrictions to the4 consolidated financial statements

Note 14 Stockholders
Equity

and Accumulated Other Comprehensive Income Loss to the

consolidated financials

Liquidity

At the end of 2012 Regions Bank had over $3.5 billion in cash on deposit with the Federal Reserve
the loan-to-deposit ratio was 78 percent and cash and cash equivalents at the parent company totaled

$857 million Regions internal minimum cash requirement iitilizØs three 5iprocess that requires the

parent to hold the greater of two years of corporate dividends debt service and maturities by utilizing

cash on hand and the next four quarterS expected dividend capacity from RegionsBank enough cash

on hand with no upstream dividend capacity from Regions Bank to meet corporate dividends debt service
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payments and maturities for the next 12 months or minimum balance of $500 million At

December 312012 the Companys borrowingcäpacity with the Federal Reserve Discount Window was

$19.6 billion based on available collateral Borrowing capacity withtheFederal Home Loan Bunk

FHLB was $6.7 billion based on available collateral at the same date Additionally the Company has

$14.4 billion of unencumbered liquid securities available for pledgingor repurchase agreements The Board

of Directors has also approved bank note program which would allow Regions Bankto issue up to

$20 billion in aggregate principal amOunt of bank notes outstanding at any One time .s of December31

2012 no issues have been made under this program In addition duringthecouirseqf 2012 Regions received

favorable results from the four major credit rating agencies In thefirsthalf of 201i2 Standard Poors

SPupgraded the credit ratings for each of the obligations of both Regions and RegionsBank and

Dominion Bond Rating Service DBRS revised its outlook for Regions from negative to positive In the

latter half of 2012 Moodys upgraded the long-tenn ratings of Regions andRegions Bank frornBa3 to Bal

and from Ba2 to Baa3 respectively and Fitch Ratings Fitch revised its outlookfor Regions from stable

to positive For more information refer to the following additional sections within this Form 10

Discussion of Short-Term Borrowings within the Balance Sheet AnalysissectiOnofMDA

Discussion of Long Term Borrowings within the Balance Sheet Analysis section of MDA

Ratings sectionofMDA

Bank Regulatory Capital Requirements section of MDA

LiquidityRisksectitrnofMDA

Note 11 Short Term Borrowings to the consolidated financial statements

Note 12 Long-Term Borrowings to the consolidatedfinancial statements

Credit

The economy has been and will be the primary factor which influencesRegions loan portfolio

Throughout 2012 the economy continued to worl through structural headwinds including comipercial and

consumer deleveraging high unemployment weak housing market and ficaI uncertainty at the local

state and national levels In spite of the slow and uneven pace of the economic recovery Regions

expenenced significant improvement in credit quality in both 2011 and 2012 Region investor real estate

loan portfolio which includes credit to real estate developers and investors for the financing of land or

buildings
declined 28 percent in 2012 and totaled $7 billion as of December 31 2012 In addition the

land single-family and condominium components of the investor real estate portfolio which have bŁŁn the

Companys most distressed loans declined 33 percent and ended the year at $1.2 billion The reduction in

investor real estate over the past few years has aided in 42 percent decline in totaF gross
inflows of non-

performing
loans in 2012 In addition commercial and investor real estate criticized and classified loans

which are the Companys earliest indicator of problem loans declined 29 percent antI non-performing

assets decreased 36 percent during 2012These favorable trends contributed toa 47prcent decline in net

charge-offs and an 86 percent decrease in the 2012 loan loss provision The allowance fo loan losses to

total loans decreased to 59 percent as of December 31 2012 from 54 percent as of December 31 2011

and the coverage
ratio of allowance for loan losses to non-performing loans was 1.1 4x as of December 31

2012 compared to 1.1 6x as of December 31 2011 For more information refer to the following additional

sections within this Form 10-K

2012 OverviewdiscussioninMDA

Discussion of Allowance for Credit Losses within the Cntical Accounting Policies and Estimates

section of MDA

Loans and Allowance for Credit Losses discussiOn within the Balance Sheet Analysis section of

MDA
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Credit Risk section of MDA
Note llowance for Credit Lossestd the conso1iated financial statements

Net Interest Income Margin and Interest Rate Risk

In 2012 the net interest margin from continuing operations expanded to 11 percent fom 07 percent

in 2011argely due to mix shift from time deposits to lower cost deposit products resulting in deposit

costs decreasing to 0.30 percent in 2012 from 0.49 percent in 2011 Taxable-equivalent ne iæteiist income

decreased $95 million to $3.4 billion in 2012 due primarily to reduction in
average earning assets from

$112.2 billion in 2011 to $107.8 billion in 2012 Despite the continued improvements in deposit costs and

mix the rnarginand net interest income continue to be negatively affected by sustained low interest rate

low growth environment Reductions in average loans contnbuted tQ the decline in average earrnng assets

and net interest income partially offset by an increase in average secunties from $24 billion in 2011 to

$267 billion in 2012 The Companys seurities yield declined 53 basis póints drhen by higher

prepayments in the residential mortgage-backed securities portfolio and reinvestment of proceeds into lOwer

yielding securities Loan yields however remained relatively stable at 4.24 percent as the Company began

to see the benefits from m1giat1ng toward mare consumer products such as expanding indirect auto lending

and re-entenng credit cards as well as redctions in the Company level of non accrual loans If current

economic conditions persist into 013 grOwing net interest iikôhie t1 the resulting net interest margin will

continue to be challenging However management believes OppoituæitiØsexisttO thÆintain relatively

stable margin through further reducing deposit costs and additional liability management actions Regions

balance sheet is in moderately asset sensitive position such that if economic conditions were to improve

more rapidly thereby resulting in rise in interest rates the net interest margin would likely respond

favorably For more information refer to the following additional sections within this Form 10

2012 Overview discussion in MDA
Net Interest Income and Margin section of MDA
Interest Rate Risk section of .MDA

GENERAL

The following discussion and financial information is presented to aid in understanding Rgions financial

position and results of operations The emphasis of this discussion will be on cQntinuing operXi9nsfonthe-years

20 12 2011 and 2010 in addition financial information for prior years will also be-presented when apprupriate

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 inteest income isthe difference between

the interest income Regions receives on interest-earning assets such as loan and securities and the interest

expense Regions pays on interest-bearing liabilitiesprincipaily deposits and borrowings Regions net interest

income is impactedby the size and mix of its balance sheet components and the interest ratespread between

interest earned on its assets and interest paid on its liabilities Non-interest income includes fees from service

charges on deposit accounts mortgage servicing and secondary marketing trust and asset management activities

insurance activities capital markets and other customer services which Regions provides Results of
perations

are also affected by the provision for loan losses and non-interest expenses such as salaries and employee

benefits occupancy professional fees FDIC insuranceotherreal estate owned and otheroperating expenses as

well as income taxes
..

.-

Economic conditions competition new legislation and related rules impacting regulation of the fmancial

services industry and the monetary and fiscal policies of the Federal government significantly ffect financial

47



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 institutiàns as well as customer preferences interest rate conditions

and prevailing market rates on competing products in Regions market areas

Regions business strategy has been and continues to be focused on providing competitive mx Qf products

and services dehvenng quality customer service and maintaining branch distnbution network with offices in

convenient locations

Dispositions

On January 11 2012 Regions entered into stock purchase agreement to sell Morgan Keegan and related

affiliates to Raymond James The sale closed on Apnl 2012 Regions Investment Management Inc formerly

known as Morgan Asset Management Inc and Regions Trust were not included in the sale they are included in

the Wealth Management segment

Results of operations for the entities sold are presented separately as discontinued operations for all peiiods

presented on the consolidated statements of operations Other expenses
related to the transaction are also

included in discontinued operations
Refer to Note Discontinued Operations and Note 23 Commitments

Contingencies and Guarantees for further details

Business Segments

Regions provides traditional commercial retail and mortgage banking services as well as other financial

services in the fields of asset management trust insurance and other specialty financing Regions carries out its

strategies and derives its profitability from the three reportable
business segments Business SerVices Consumer

Services and Wealth Management with the remainder split between Discoi4inuçd OperaUons and Other During

the third quarter of 2012 Regions reorganized its internal management structure and accordingly its segment

reporting structure Historically Regions primary business segmentwas flanking/Treasury representing the

Companys banking network including the Consumer Commercial Banking function along with the Treasury

function Other segments included Investment Banking/Brokerage/Trust and Insurance During the second

quarter of 2012 Regions consummated the sale of Morgan Keegan the primary component of Investment

Banking/BrokerageJTrust Shortly thereafter Regionsannounced organizational changes to better integrate and

execute theCompanys strategicpriorities across all lines of businessandgeographies As result Regions

revised its reportable segments

Business Services

The Business Services segment representstheCompany commercialbanking functions including

commercial and industrial commercial real estate and investor real estate lending This segment also includes

equipment lease financing Business Services customers include corporate middle market small business and

commercial real estate developers and investors Corresponding deposit products related to these types Of

customers are included in this segment In 2012 the BusinessSerVices reportable segment contributed

$631 millionof net income

Consumer Services

The Consumer Services segmentrepresents the Companys branch ntwork including consumer banking

products and services related to residential first mortgages home equity lines and loans indirect loans consumer

credit cards and other consumer loans as well as the corresponding deposit relationships These services are also

provided through alternatiyechannels such as and telephone banking In 20l2 the Consumer

Services reportable segment contributed $420 million of nutincOme
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Wealth Management

The Wealth Management segment includes wealth management products and services such as trust

activities commercial insurance and credit rØlâted products and investment management Wealth Management

customers include individuals and institutional clients who desire services that include investment advice

assistance in managing assets and estate planning Wealth Management activities contnbuted $69 million of net

income in 2012

See Note 22 Business Segment Information to the consolidated financial statements for further

information on Regions business segments
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Table 1Financial Highlights

2012 2Oi. 2010 2009 2008

In millions except share data

3389

2863

526

2489

3859

844
376

468

41
30

71

539

692

763

0.56
0.56

0.62

0.62
9.29%

0.52

EARNINGS SUMMARY
Interest income 903 252 637 277 465

Interest expense
603 842 1248 1984 2677

Net interest income 3300 3410 3293 3788

Provision for loan losses
213 1530 3541 2057

Net interest income loss after provision for loan losses 3087 1880 248 1731

Non-interest income 2100 2143 2765 2132

Non-interest expense
3526 3862 3785 9895

Income loss from continuing operations before income taxes 1661 161 1268 6032

Income tax expense benefit 482 28 194 383

Income loss from continuing operations 1179 189 1074 5649

Income loss from discontinued operations before income taxes 99 408 66 81

Income tax expense benefit 40 23 28

Income loss from discontinued operations net of tax 59 404 43 53

Net income loss 1120 215 1031 5596

Income loss from continuing operations available to common shareholders 1050 25 1304 5675

Net income loss available to common shareholders 991 429 1261 5622

Earnings loss per common share from continuing operations basic 0.76 0.02 1.32 8.17

Earnings loss per common share from continuing operations diluted 0.76 0.02 1.32 8.17

Earnings loss per common share basic 0.72 0.34 1.27 8.09

Earnings loss per common share diluted 0.71 0.34 1.27 8.09

Return on average tangible common stockholders equity non-GAAP 10.69% 5.5l% 14.92% 71.29%

Return on average assets from continuing operations GAAP 0.86 0.02 0.93 4.04

BALANCE SHEET SUMMARY
At year-endConsolidated

Loans net of unearned income

Allowance for loan losses

Assets

Deposits

Long-term debt

Stockholders equity

Average balancesContinuing Operations

Loans net of unearned income

Assets

Deposits

Long-term debt

Stockholders equity

SELECTED RATIOS

Allowance for loan losses as percentage of loans net of unearned income 2.59% 3.54%

Tier capital
12.00 13.28 12.40 11.54 10.38

Tier common risk-based ratio non-GAAP 10.84 8.51 7.85 7.15 6.57

Total risk-based capital
15.38 16.99 16.35 15.78 14.64

Leverage
9.65 9.91 9.30 8.90 8.47

Tangible common stockholders equity to tangible assets non-GAAP 8.63 6.58 6.04 6.22 5.43

Efficiency ratio non-GAAP 64.42 64.56 67.74 67.88 60.67

COMMON STOCK DATA
Cash dividends declared per common share 0.04 0.04 0.04 0.13 0.96

Stockholders common equity per share 10.63 10.39 10.63 11.97 19.53

Tangible common book value per share non-GAAP 7.11 6.37 6.09 7.11 11.03

Marketvalueatyear-end 7.13 4.30 7.00 5.29 7.96

Market price range

High
7.73 8.09 9.33 9.07 25.84

Low 4.21 2.82 5.12 2.35 6.41

Total trading volume 5282 5204 6381 8747 3411

Dividend payout ratio 5.63 NM NM NM NM

Shareholders of record at year-end actual 67574 73659 76996 81166 83600

Weighted-average number of common shares outstanding

Basic 1381 1258 1227 989 695

Diluted 1387 1258 1227 989 695

NMNot meaningful

See Table for GAAP to non-GAAP reconciliations

High and low market prices are based on intraday sales prices

73995

1919
121347

95474

5861

15499

77594

2745
127050

95627

8110

16499

82864

3185
132351

94614

13190

16734

90674

3114
142318

98680

18464

17881

97419

1826
146248

90904

19231

16813

76035

122182

95330

6694

15035

80673

126719

95671

11240

15350

86660

132720

96489

15489

15916

94523

139468

94612

18501

16224

97601

140455

90077

13422

18514

3.84% 3.43% 1.87%
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2012 OVERVIEW

Regions reported net income available to common shareholders of $991 million or $0.71 per diluted

common share in 2012 Credit-related costs primarily the loan loss provision declined significantly in 2012 as

result of improvements in the credit environment Average low-cost deposits grew percent leading to decline

in both 2012s total deposit and funding costs

Net interest income from continuing operations remained stable at $33 billion in 2012 The net interest

margin from continuing operations taxable- equivalent basis was 3.11 percent in 2012 compared to

3.07 percent during 2011 primarily due to reduction in average earning assets Net interest income was driven

primarily by decrease of 23 basis points in the cost of interest-bearing liabilities while being partially offset by

15 basis point decline in tle oyerall yiel1 on interest earning assets This dynamic reflected efforts to improve

deposit costs and pricing on loans while managing the challenges posed by low interest rate environment

Long-term interest rates in particular remained low in 2012 pressuring yields on fixed-rate loan and securities

portfolios and contributed to the decline in the yield on taxable securities from .3.08 percent in 2011 to

2.55 percent in 2012 The overall costs of deposits improved from 0.49 percent in 2011 to 0.30 percent in 2012

as short-term interest rates for example the Federal Funds rate remained at historical lows The product mix of

deposits improved as well as declines in higher cost certifipates of deposits accompanied increases in low cost

checking and savings products

If current economic conditions persist into 2013 growing net interest income and the resulting net interest

margin will be challenging However management believes opportunities exist to stabilize the margin through

further reducing deposit costs and additional liability management actions Regions balance sheet is in

moderately asset sensitive position such that if economic conditions were to improve more rapidly thereby

resulting in rise in interest rates the net interest margin would likely respond favorably.

Net charge-offs totaled $1.0 billion or 1.37 percent of average loans in 2012 compared to $2.0 billion or

2.44 percent of
average loans in 2011 Net charge-offs were lower across most mujor categories when comparing

2012 to the prior year Non-performing assets decreased $1.1 billion to $1.9 billion at December 31 2012

The provision for loan losses is used to maintain the allowance for loan losses at level that in

managements judgment is appropriate to cover losses inherent in the loan portfolio as of the balance sheet date

During 2012 the provision for loan losses decreased to $213 million compared to $1.5 billion in 2011 The

allowance.for loan losses was $1.9 billion or 2.59 percent of loans atDecember 31 2012 as compared to

$2.7 billion or 3.54 percent of loans at December.3 201 Net charge-offs exceeded provision for loan losses

for 2012 due to improving credit metrics including lower non-accrual criticized and classified loan balances

and delinquencies as well as decline in overall loan balances

Non-interest income from continuing o.pçrations decreased $4 million to $2.1 billion in 2012 compared to

2011 The year-over-year decrease was due primarily to lower securities gains and service charges partially

offset by increased mortgage income ad investment fee income See Table Non-Interest Income for further

details

Non-interest expense from continuing operations totaled $3.5 billion and $3.9 billion in 2012 and 2011
respectively Non-interest expense included $253 million goodwill impairment charge in 2011 The 2012

period included an increase in salaries and employee benefits due to higher pension costs annual merit increases

and incentive increases including mortgage-related incentives lower occupancy expense and lower credit

related costs See Table Non-Interest Expense from Continuing Operations for further details

Total loans decreased by $3.6 billion or 4.6 percent in 2012 driven primarily by continued run-off of

balances related to investor real estate Decreases in residential first mortgage and home equity loans also

contributed to the year-over-year decrease primarily resulting from consumers decisions to de-leverage These
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decreases were partially offset by growth in the commercial and industrial category
and record growth in indirect

loans Total deposits decreased $153 million in 2012 to $95.5 billion at December 31 2012 and low-cost

customer deposits increased $5 billion or percent in 2012

Regions Tier common non-GAAP ratio was 10 84 percent at December 31 2012 The corresponding

Basel III Tier common ratio non-GAAP based on Regions current understanding Of the guidelines waS

approximately 8.87 percent which exceeds the Basel III minimum of 7.0 percent see Table GAAP to Non

GAAP Reconciliation for reconciliation of the non GAAP measures to the corresponding GAAP or regulatory

measure

Table GAAP to Non GAAP Reconciliation presents computations of earrnngs loss and certain other

financial measures which exclude certain significant items that are included in financial results presented in

accordance with generally accepted accounting pnnciples GAAP These non GAAP financial measures

include fee income ratio efficiency ratio return on average assets from continuing operations return on

average tangible common stockholders equity end of penod and average tangible common stockholders

equity Tier common equity and Basel III Tier common equity and related ratios Regions believes that

the exclusion of these significant items in expressing earnings and certain other financial measures provides

meaningful base for period-to-period comparisons which management believes will assist investors in analyzing

the operating results of the Company and predicting future performance These non-GAAP financial measures

are also used by management to assess the performance of Regions business because management does not

consider these charges to be as relevant to ongoing operating results Management and the Board of Directors

utilize these non-GAAP financial measures as follows

Preparation of Regions operating budgets

Monthly financial performance reporting

Monthly close-out reporting of consolidated results management only

Presentations to investors of Company performance

The efficiency ratio non-GAAP which is measure of productivity is generally calculated as non-interest

expense divided by total revenue on taxable equivalent basis The fee income ratio non-GAAP is generally

calculated as non-interest income divided by total revenue Management uses these ratios to mOnitor

performance and believes these measures provide meaningful information to investors Non-interest expense

GAAP is presented excluding adjustments to arrive at adjusted non-interest expense non-GAAP which is the

numerator for the efficiency ratio Non-interest income GAAP is presentd excluding adjustments to arrive at

adjusted non-interest income non-GAAP which is the numerator for the fee income ratio Net interest income

on taxable equivalent basis and non-interest income GAAP are added together to arrive at total revenue

GAAP Adjustments are made to arrive at adjusted total revenue non-GAAP which is the denominator for the

fee income and efficiency ratios Regions believes that the non-GAAP measures reflecting these adjustments

provide meaningful base for period-to-period comparisons which management believes will assist investors in

analyzing the operating results of the Company and predicting future performance These non-GAAP financial

measures are also used by management to assess the performance of Regions business It is possible that the

activities related to the adjustments may recur however management does not consider the activities related to

the adjustments to be indications of ongoing operations Regions believes that presentation of these non-GAAP

financial measures will permit investors to assess the performance of the Company on the same basis as that

applied by management

Tangible common stockholders equity ratios have become focus of some investors in analyzing the

capital position of the Company absent the effects of intangible assets and preferred stock Traditionally the

Federal Reserve and other banking regulatory bodies have assessed banks capital adequacy based on Tier

capital the calculation of which is codified in federal banking regulations In connection with the Federal

Reserves Comprehensive Capital Analysis and Review process these regulators ar supplementing their

52



assessment of the capital adequacy of bank based on variation of Tier opital known as Tier common

equity -While not prescribed in amount by federal banking regulations analysts and banking regulators have-

assessed Regions capital adequacy using the tangible common stotkholders equity Ænd/ôr the Tier common

equity meaSurd Because tangible common stockholders equity and Tier comtnon equity not formally

defined by GAAP or prescribed in amount by federal banking regulations these measures are considered to be

non-GAAP financial measures and other entities may calculate them differently than Regions disClosed

calculatiogs Since analysts and banking regulators may assess Regions capital adequacy using tangible common
stockholders equity and Tier commonequity Regions believes that it is useful to piovide investors the ability

to assess Regions capital adequacy on these same bases

Tier common equity is often expressed as percentage of risk-weighted assets Under the risk-based

capital framework banks balance sheet assets and credit equivalent alnounts nfciff-balance sheet items are

assigned to one of four broad risk categories The aggregated dollar amountin each category is then multiplied

by the risk weighting assigned to that category The resulting weightedvalues from each of the four categories

are added together and this sum is the risk-weighted assets total that as adjusted comprises the denônthiator of

certain risk-based capital ratios Tier capital is then divided by this denominator risk-weighted assets to

determine the Tier capital ratio Adjustments are made to Tier capital to arrive at Tier common equity non
GAAP Tier common equity is also divided by the risk-weighted assets to determine the Tier common equity

ratio The amounts disclosed as risk-weighted assets are calculated consistent with banking regulatory

requirements

Regions currently calculates its risk-based capital ratios under guidelines adopted by the Federal Reserve

based on the 1988 Capital Accord Base of the Basel Committee on Banking Supervision the Base
Committee In December 2010 the Base Committee released its final framework for Base III which will

strengthen international capital and liquidity regulations When implemented by U.S bank regulatory agencies

and fully phased-in Base III will change capita requirements and place greater emphasis on common equity

The Federal Reserve has announced delay in the implementation date of the final rules However when

implemented there will be phase in period of up to years The U.S bank regulatory agencies have not yet

finalized regulations governing the implementation of Basel III Accordingly the calculations provided below

are estimates based on Regions current understanding of the framework including the Companys reading of

the original requirements as well as the U.S Notices of Proposed Rulemaking NPR released in June 2012
and informal feedback received through the regulatory process Regions understanding of the framework is

evolving and will likely change as the regulations are finalized The NPR comment period ended in October

2012 changes to the calculation resulting from the comment process could result in materially different capital

ratios from the amounts estimated Because the Base III implementation regulations are not formally defined by
GAAP and have not yet been finalized and codified these measures are considered to be non-GAAP financial

measures and other entities may calculate them differently from Regions disclosed calculations Since analysts

and banking regulators may assess Regions capital adequacy using the Base III framework Regions believes

that it is useful to provide investors information enabling them to assess Regions capital adequacy on the same

basis

Non-GAAP financial measures have inherent limitations are not required to be uniformly applied and are

not audited Although these non-GAAP financial measures are frequently used by stakeholders in the evaluation

of company they have limitations as analytical tools and should not be considered in isolation or as

substitute for analyses of results as reported under GAAP In particular measure of earnings that excludes

selected items does not represent the amount that effectively accrues directly to stockholders i.e REIT
investment early termination costs merger-related charges goodwill impairment and regulatory charge and

related tax benefit are reduction to earnings and stockholders equity

The following tables provide reconciliation of net income loss GAAP to income loss available to

common shareholders GAAP reconciliation of net income loss available to common shareholders

GAAP to income loss from continuing operations available to common shareholders GAAP
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reconciliation of income loss available to common shareholders GAAP to adjusted income loss available to

common shareholders non GAAP reconciliation of income loss from continuing operations
available to

common shareholders GAAP to adjusted income loss from continuing operations available to common

shareholders non-GAAP reconciliation of non-interest.expense from continuing operations GAAP to

adjusted non-interest expense non GAAP reconciliation of non interest income from continuing

operations GAAP to adjusted non-interest income non-GAAP computation of adjusted total revenue

non-GAAP computation of the fee income ratio non-GAAP9 acomputation of the efficiencyratlo

non-GAAP 10 computation of return on average assets from continuing operations GAAP and adjusted

return on average assets from continuing operations non-GAAP 11 reconciliation of average and ending

stockholders equity GAAP to average and ending tangible common stockholders equity non-GAAP and

calculations of related ratios and adjusted ratioS non-GAAP 12 reconciliation of stockholders equity

GAAP to Tier capital regulatory and to Tier common equity non-GAAP and calculations of related

ratios and 13 reconciliation of stockholders equity GAAP to Basel III Tier common equity non-GAAP

and calculation of the related ratio based on Regions current understanding of the Base III requirements as

proposed by the US Notices of Proposed Rulemaking released in June 2012
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Table 2GAAP to Non GAAP Reconciliation

INCOME LOSS
Net income loss GAAP
Preferred dividends and accretion GAAP

Net income loss available to common shareholders GAAP
Income loss from discontinued operations net of tax GAAP

Income loss from continuing operations available to common
shareholders GAAP

Income loss available to common shareholders GAAP
Merger related charges pre tax

Salaries and employee benefits

Net occupancy expense

Furniture and equipment expense

Other

Total merger related charges pre tax

Merger-related charges net of tax

Goodwill impairment

Regulatory charge and related income tax benefit

REIT investment early termination costs net of tax

Adjusted income loss available to common shareholders non GAAP

Income loss.fromcontinuirig operatimis available tocommon

shareholders GAAP
Merger-related charges net of tax

Goodwill impairment

Regulatory charge and related income taxbenefit

REIT investment early termination costs -net of tax

Adjusted income loss from continuing operations available to common
shareholders non-GAAP

EFFICIENCY AND FEE INCOME RATIOS
Non-interest expense from continuing operations GAAP
Significant Items

Merger-related charges

Goodwill impairment

Regulatory charge

Mortgage servicing rights impairment

Loss on extinguishment of debt

FDIC special assessment

Securities impairment net

Branch consolidation and property and equipment charges

REIT investment early termination costs

Adjusted non-interest expense non-GAAP

Net interest income from continuing operations GAAP
Taxable-equivalent adjustment

Net interest income from continuing operations taxable-equivalent basis

Non-interest income from continuing operations GAAP
Significant Items

Securities gains net

Leveraged lease termination gains net

Visa-related gains

Gain on early extinguishment of debt

Loss gain on sale of mortgage loans

Adjusted non-interest income non-GAAP

Adjusted total revenue non-GAAP

Fee income ratio non-GAAP F/G

Efficiency ratio non-GAAP E/G

For Year Ended Decembei 31

2012 2011 2010 2009 2008

In millions except per share data

1120 215 539 1031 5596
129 214 224 230 26

991 429 763 1261 5622
59 404 71 43 53

1050 25 692 1304 567
991 429 763 1261 5622

134

58

201

125

731 6000

44 200

38

1029 258 563 1261 503

1050 25 692 1304 5675
125

253 6Q00

17 75

38

1088 211 617 1304 450

3526 862 859 785 9895

201
253 6000

75
85

11 108 66
64
75 23

75 53
42

3471 3532 3666 3593 3520

3300 3410 3389 3293 3788
50 35 32 32 37

3350 3445 3421 3325 3825

2100 2143 2489 2765 2132

48 112 394 69 92
14 78 587

80 63
61

26

2038 2026 1991 1968 1977

5388 5471 5412 5293 5802

37.82% 37.03% 36.79% 37.18% 34.07%

64.42% 64.56% 67.74% 67.88% 60.67%
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RETURN ON AVERAGE ASSETS

Average assets GAAPcontmurng operations

Return on average assets from continuing operations GAAP
Adjusted return on average assets from continuing operations non

GAAP
RETURN ON AVERAGE TANGIBLE COMMON

STOCKHOLDERS EQUITY

Average stockholders equity GAAP
Less Average intangible assets GAAP

Average deferred tax liability related to intangibles GAAP
Average preferred equity GAAP

Average tangible common stockholders equity non-GAAP

Return on average tangible common equity non-GAAP

Adjusted return on average tangible common equity non-GAAP

TANGIBLE COMMON RATIOS

Stockholders equity GAAP
Less Intangible assets GAAP

Deferred tax liability related to intangibles GAAP
Preferred equity GAAP

Tangible common stockholders equity non-GAAP

Total assets GAAP
Less Intangible assets GAAP

Deferred tax liability related to intangibles GAAP

Tangible assets non-GAAP

End of period shares outstanding

Tangible common stockholders equity to tangible assets

non-GAAP

Tangible common book value per share non-GAAP

For Year Ended December31

2012 2011 2010 2009 2008

In millions except per share data

$122182 $126719 $132720 $139468 $140455

BIH 0.86% 0.02% 0.52% 0.93% 4.04%

DIH 0.89% 0.17% 0.46% 0.93% 0.32%

15246 16927 17444 17773 $19939
5210 5965 6003 6122 11949

195 220 255 86 321
960 3398 3479 3487 425

9271 7784 8217 8450 7886

A/I 1069% 51% 29% 14 92% 71 29%

C/I 11.10% 3.31% 6.85% 14.92% 6.38%

15499 16499 16734 17881 16813

5161 5265 5946 6060 6186

191 2O0 240 269 303
482 3419 3380 3602 3307

10047 8015 7648 8488 7623

121347 127050 132351 142318 146248

5161 5265 5946 6060 6186

191 200 240 269 303

$116377 $2198 $126645 $136527 $140365

1413 1259 1256 691

J/K 8.63% 6.58% 6.04% 6.22% 543%

J/L 7.11 6.37 6.09 7.11 11.03

56



For Year Ended December31

2012 2011 2010 2009 2008

lilmillions except per share data

15499 $16499 $16734 17881 16813

65 69 260 130
4826 4900 5792 5864

35 432 424 947
33 35 27 25 16
93 92 92 91 91

50i 846 846 846 1036

11134 12139 11775 11924 12068

93 92 92 91 91
501 846 846 846 1036
482 3419 3380 3602 3307

10058 7457 7385 7634

9281i $9144g $94966 $103330 sf16251

10.84% 8.51% 7.55% 7.15% 6.57%

BASEL III TIER COMMON RATIO

Stockholders equity GAAP .S

Non-qualifying goodwill and intangibles

Adjustments including other comprehensive income related to cash flow

hedges disallowed deferred tax assets threshold deductions and other

adjustments
________

Base III tier conlmon equity non-GA4P
_______

Base risk-weighted assets regulatory

Basel III risk-weighted assets non-GMP
Basel III tier common ratio non-GAAP

In the second quarter of 2010 ReginsreºordØd $200 million charge to account or probabi reasonably estimable loss related

to pending sØttlementof regulatory matters At that time Region astimed that the entire chafge woæld be non-deductible for

income tax purposes $75 million of the regulatory charge relates to continuing op rations The regulatory settlement was finalized

in the second quarter of 2011 At the time of the settlement Regions hadbetter information related to the income tax implictios

$125 million of the approximately 200 million settlement charge was deductible foi federal income tax purposes Accordingly

during the second quarter of 2011 Regions adjusthd income tax expense to account for the ithpact of the deductioit The adjustment

reducedtotal income tax expense Thy approximately $44 million for the seond quarter of 2011 of which approximately $17 million

relates to continuing operatons

Return on assets frm continuing operation does not illcludp averagessets related to discpntinued operations of $713 million

$3254 milliOn $3235 million $3291 millionand $3492 million for December 31 20122011 2010 2009 and 2008

respectively

In the furth quarter of 2012 Regions entered into an agreement with third party investor in Regions Asset Management

Company Inc pursuant to which the investment was fully
redeemed This resulted in extinguishing $203 million liability

including accrued unpaid interest as well as incurring early termination costs of approximately $42 million on pre-tax basis

$38 million after tax

Taxable income from the two previous tax years and one year of projected future taxable income may be applied in calculating

deferred tax assets for regulatory capit1 purposes

Under Base III regulatory capital
must.be reduced by purchased credit cardrelationship intangible assets These assets are

partially allowed in Basel capitaL

Estimate based on June 2012 U.S Notices of Proposed Rulemaking

Regions continues to develop systems and internal controls to precisely calculate risk-weighted assets as required by Basel III The

amount included above is reasonable approximation based on our understanding the requirements

TIER COMMON RISK-BASED RATIO

Stockholders equity GMP
AccumOlated other comprehensive income loss

Non-qualifying goodwill and intangibles

Disallowed deferred tax assqts

Disallowed servicing assets

Qualifying noti-controllinginteresti

Qualifying trust preferred securities

Tier capital regulatory

Qualifying non-controlling interests

Qualifying trust preferred securities

Preferred stock

Tier common equity non-GAAP

Risk-weighted assets iegultory

Tier common risk-based ratio non-GAAP M/N

$15499

4968

780

9751

92811

lQ9941
0/P 8.87%
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CRITICAL ACCOUNTINGPOLIcIES AND ESTIMATES

In prepanng financial rnformaion management is required to make significant estimates and assumptions

that affect the reported amounts of assets liabilities income and
expenses for the periOds shown The accounting

principles followed by Regions and the methods of applying these principles conform with accounting principles

generally accepted in the U.S and general banking practices Estimates and assumptions most significant to

Regions are related primarily to the allowance for credit losses fair value measurements intangible assets

goodwill and other identifiable intangible assets mortgage servicing rights and income taxes and are

summarized in the following discussion and in the notes to the consolidated financial statements

Allowance for Credit Losses

The allowance for credit losses allowance consists of the allowance for loan losses and the reserve for

unfunded credit commitments These two components reflect management judgment of probable credit losses

inherent inthe portfolio and unfunded credit commitments at the balance sheetdate full discussion ofthese

estimates and other factors is included in the Allowance for Credit Losses section within the discussion of

Credit Risk found in later section of this report Note Summary of Significant Accounting Policies and

Note Allowance for Credit Losses to the consolidated financial statements

The allowance is sensitive to variety of internal factors such as portfolio performance and assigned risk

ratings as well as external factors such as interest rates and the general healthofthe economy Management

reviews different assumptions for variables that could result in increases or decreases in probable inherent credit

losses which may materially impact Regions estimate of the allowance and results of operations

Managements estimate of the allowance for the commercial and investor real estate portfolio segments

could be affected by estimates of losses inhereit in various product types as result of fluctuations in the general

economy developments within particular industry or changes in an individual credit due to factors particular

to that credit such competition management or business performance For non accrual commercial and

investor real estate loans equal to or greater than $2 million the allowance for loan losses is based on specific

evaluation considering the facts and circumstances specific to each borrower For all other commercial and

investor real estate loans the allowance for loan losses is based on statistical models using probability of

default PD and loss
given default LGD Historical default information for similar loans is used as an

input for the statistical model percent increase in the PD for non-defaulted accounts and percentincrease

in the LGD for all accounts would result in an increase to estimated losses of approximately $85 milhon

For residential real estate mortgages home equity lending and other consumer related loans individual

productsare reviewed otia group basis or in loan pools e.g residential real estaternortgage pools Losses can

be affected by such factors as collateral value loss seventy the economy and other uncontrollable factors

percent increase or decrease in the estimated loss rates on these loans would change estimated inherent losses by

approximately $28 million

Additionally the estimate of the allowance for the entire portfolio may change due to mödificªtions in the

mix and level of loan balances outstanding and general economic conditions as evidenced by changes in real

estate demand and values interest rates unemployment rates bankruptcy filings fluctuations in the
gross

domestic product and the effects of weather and natural disasters such as droughts and hurricanes Each has the

ability to result in actual loan losses that could differ from originally estimated amounts

The
pro

forma inherent loss analysis presented above demonstrates the sensitivity of the allowance to key

assumptions This sensitivity analysis does not reflect an expected outcome For additional information regarding

the allowance for credit losses calculation see Note Summary of Significant Accounting Policies and Note

Allowance For Credit Losses to the consolidated financial statements
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Fair Value Measurements

portion of the Companys assets and liabilities is carried at fair value with changes in fair value recorded

either in earnings or accumulated other comprehensive income loss These include trading account assets and

liabilities secunties available for sale mortgage loans held for sale mortgage servicing nghts and denvative

assets aild liabilities From time to time the estimation of fair value also affects other loans held for sale which

are recorded at the lower of cost or fair valie Fair value determination is also relevant for certain other assets

such as foreclosed property and other real estate which are recorded at the lower of the recorded investment In

the loal3/prpperty or fair value less estimated costst.o sell the property For example the fair value of other re1

estate is determined based on recent appraisals by third parties and other market information less estimated

sefling cost Adjustments to the appraised value are made if rnanageme1t becomes aware of changes in the fair

value of specific properties or property types The detenmnatioi of fair value also impacts certain other assets

that are periodically evaluated for impainnent using fair yalue estimates including goodwill and Other

identifiable intangible assets

Fair value is generallydefined as the price that would be received to sell an asset or paid to transfer

liability an exit price as opposed to the price that would be paid to acquire th asset or received to assume the

liability an entryprice in an orderly transaction bet\yeen arket participants at the measurement date under

current market conditions While management uses judgment when determining the price at which willing

market participants would transact when there has been significant decrease in the volume or level of activity

for the asset or liability in relation to normal market activity managements objective is to determine the point

within the range of fair value estimates that is most representative of sale to third-party investor under current

market conditions .The value to the Company if the asset or liability were held to maturity is not included ip the

fair value estimates

fair value measure should reflect the assumptions that market participants would use in pricing the asset

or liability including the assumptions about the risk inherent in particular valuation technique the effect of

restriction on the sale or use of an asset and the risk of nonperformance Fair value is measured based on

variety of inputs the Company utilizes Fair value may be based on quoted market prices for identical assets or

liabilities traded in active markets Level valuations If market prices are not available quoted prices for

identical or similar instruments in markets that are not active and model-based valuation techniques for which all

significant assumptions are observblein the market are used Level valuations Where observable market

data is not available the valuation is generated from model-based techniques that use significant assumptions not

observable in the market but observable based on Company-specific data Level valuations These

unobservable assumptions reflect the Companys own estimates for assumptions that market participants would

use in pricing the asset or liability Valuation techniques typically include option pricing models discounted cash

flow models and similar techniques but may also include the use of market prices of assets or liabilities thai are

not dirct1y comparable to the subject asset or liability

.See Note Sunmiary of Significant Accounting Policies to the consolidated financil statements for

detailed discusskei of determining fair value including pricing validation processes

Intangible Assets

Regions intangible assets consist primarily of the excess of cost over the fair value of net assets of acquired

businesses goodwill and other identifiable intangible assets primarily core deposit intangibles and purchased

credit card relationships Goodwill totaled $4.8 billion at December 31 2012 and December 31 2011 and is

allocated to each of Regions reportable segments each reporting unit at which level goodwill is tested for

impairment on an annual basis as of October or more often if events and circumstances indicate impairment

may exist refer to Note Summary of Significant Accounting Policies to the consolidated financial statements

for further discussion of when Regions.tests goodwill for impairment As further discussed in Note 22 Business

Segment Information Regions reorganized its management reporting structure during the third quarter of 2012
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and accordingly its segment reporting structure and goodwill reporting units In connection with the

reorganization management reallocated goodwill to the new reporting units using relative fair value approach

test of goodwill for impairmeni consists of two steps In Step One the fair value of the reporting unit is

compared to its carrying amount including goodwill 1o the extent that the fair value of the reporting unit

exceeds the carrying value impairment is not indicated and no further testing is required Conversely if the fair

value of the reporting unit is below its carrying aniount Step Two must be performed Step Two consists of

determining the implied fair value of goodwill which is the net difference between the valuation adjustments of

assets and liabilities and the valuation adjustment to equity from Step One of the reporting unit The
carrying

value of equity for each reporting unit is determined from an allocation based upon risk weighted assets Adverse

changes in the economic environment declining operations of the reporting unIt or other factors could result in

decline in the estimated implied fair value of goodwill If the estimated implied fair value is less than the

carrying amount loss would be recognized to reduce the carrying amount to the estimated implied fair value

The estimated fair value of the reporting unit is determined using two approaches and several key

assumptions Regions utilizes the Capital Asset Pricing Model CAPM in order to derive the base discount

rate The inputs to the CAPM include the 20
year risk free rate 5-year beta for select

peer set and thertiarket

risk premium based on published data Once the output of the CAPM is determined size premium is added

also based on published source as well as company specific risk premium which is an estimate determined

by the Company and meant to compensate for the risk inherent in the future cash flow projections and inherent

differences such as business model and market perception of risk between Regions and the peer set

The table below summarizes the discount rate used in the goodwill impairment test of each reporting unit

for the third and fourth quarters of 2012

Business Consumer Wealth

Services Services Management

Discount Rate

4th-Quarter 14% 13% .13%

3rd Quarter .14% 13% 12%

The table below summarizes the discount rate used in the goodwill impairment tests of the former BaiiAdng/

Treasury reporing unit for the reporting periods indicated

2nd Quarter 1st Quarter 4th Quarter 3rd Quarter
2012- 2012 2011 2011

Discount Rate 14% 14% 15% 15%

In estimating future cash flows balance sheet as of the test date and statement Of operations for the last

twelve months of activity for each reporting unit are compiled From that point future balance sheets and

statements of operations are projected based on the inputs discussed below Cash flows are based on expected

future capitalization requirements due to balance sheet growth and antibipated changes in regulÆtorycªpital

requirements The baseline cash flows utilized in all models correspond to the most recent internal forecasts and

or budgets that range from to years These internal forecasts are based on inputs developed in the Companys
capital planning processes

Regions uses the guideline public company method and the guideline transaction method as the two market

approaches The public ompany method applies value multiplier derived from each reporting units peer group
to tangible book value or earnings for Wealth Management and an implied control premium to the respective

reporting unit The control premium is evaluated and compared to similar financial services transactions

considering the absolute and relative potential revenue synergies and cost savings The transaction method

applies value multiplier to financial metric of the reporting unit based on comparable observed purchase

transactions in the financial services industry for the reporting unit where available
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Refer to the discussion of intangible assets in Note Sumniary of Significant Accounting Policies to the

consolidated financial statements for discussion of these approaches and Note Intangible Assets for

discussion of the assumptions The fair values of assets and liabilities are determined using an exit price concept

Refer to Note Summary of SignificantAccounting Policies to the consolidated financial statements for

discussions of the exit price concept and the determination of fair values of financial assets and liabilities

Throughout 2009 and 2010 in the former Banking/Treasury reporting unit the credit quality of Regions

loan portfolio declined which contributed to increased losses as well as elevated non-performing loan levels

Accordingly Regions performed tests of goodwill for impairment during each quarter of 2010 and during the

second third and fourth quarters of 2009 in manner consistent with the test conducted in the fourth quarter of

2008 While credit quality has improved Regions continued to perform its goodwill impairment tests dunng the

four quarters of 2011 and the first two quarters of 2012 in manner consistent with the tests conducted in prior

periods primarily due to the Companys market capitalization remaining below book value As result of the

management reporting changes described above Regions revised its reportable segments and consequently its

reporting units from the three segments previously reported and reallOcated goodwill to the neW reporting units

based on the relative fair values of the revised reporting units The long-term fair value of equity was determined

using bothincome and market approaches referenced above anddiscussed in Note Intangible Assets The

results of these calculations indicated that the estimated fair value of the Wealth Management reporting unit was

greater than its carrying amount and the estimated fair values of theBusiness Services and Consumer Services

reporting units were less than .theirrespectivecarrying amount At October 2012 the carrying arnouiit and

estimated fair value of the Business Services reporting unit were $8 billion and $7 billion respectively while

the carrying amount of goodwill for the reporting unit was $2.6 billiofl At October 2012 the carrying amount

and estimated fair value of the Consumer Services reporting unit were $5.2 billion and $5.2 billion respectively

while the carrying amount of goodwill for the reporting unit was $1.8 billion Therefore Step Two of the

goodwill impairment test was performed for both the Business Services and Consumer Services reporting units

In Step Two the fair values of each reporting unit assets both tangible and intangible and liabilities were

determined using estimates of the amounts at which the assets or liabilities could be bought or incurred or

sold settled in taxable transaction between willing participants For the Business Services and Consumer

Services reporting units the effects of the Step Two adjustments which were primarily write downs of assets to

fair value exceeded any reductions in the value of common equity determined in Step One accordingly the

calculation of implied goodwill exceeded its carrying amount Therefre the results were no impairment fo the

Business Services and Consumer Services reporting units whose implied fair value of goodwill exceeded their

carrying amounts by approximately 74 percent and 202 percent respectively as of Octoberl 2012

Specific factors as of the date of filing the financial statements that could negatively impact the assumptions

used in assessing goodwill for impairment include protracted decline in the Companys market capitalization

disparities in the levØlof fair value changes in net assets especially loans compared to equity increases in book

values of equity of areporting unit in excess of the increase infair value of equity adverse business trends

resulting from litigation and/or regulatory actions higher loan losses lengthened forecasts of higher

unemployment relative to pre-crisis levels beyond 2013 future increased minijnum regulatory capital

requirements above current thresholds refer to Note 13 Regulatory Capital Requirements and Restrictions for

discussion of current minimum regulatory requirements future federal rules and regulations resulting from the

DoddFrank Act and/or protraction in the current low level of interest rates significantly beyond 2014

The followingtabies present an analysis of independent changes in market factors and significant

assumptions that could adversely impact the carrying balance of goodwill in the Business Services reporting unit

Due to the magnitude of the excess of the Consumer Services reporting units implied fair value of goodwill over

its carrying amount no such table has been included for this reporting unit
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Impact to the carrying Value of Goodwill

Business Services Reporting Unit

Estimated Amount

Change in Discount Rate of Impairment

In millions

7.1%froml4%to2l.l% ..
8.0% 147
9.0% 219

Improvement in LoanFair Values

4.4 Percentage Points

5.4 Percentage Points 435
6.4 Percentage Points 868

Represents the point at which the implied fair value of goodwill would approximate its carrying value

Business Services loan discount to fair value is 7.9%

The sensitivity calculations above are hypothetical and should not be ºonsidered to be predictive of future

performance Changes in implied fair value based on adversd changes in assumptions genemily cannot be

extrapolated becaUse the relationship of the change in assumption to the changein fair value may not be linear

Also the effect of an adverse variation in particular assumption on the implied fair value Of goodwill is

calculated without changing any other assumption while in reality changes in one factor may result in changes in

another which may either magnify or counteract the effect of the change

Other identifiable intangible assets pnmarily core deposit intangibles and credit card intangibles are

reviewed at least annually usually in the fourth quarter for events or circumstances which could impact the

recoverability of the intangible asset These events could include loss of core deposits significant losses of credit

card accounts and/or balances increased competition or adverse changes in the economy To the extent an other

identifiable intangible asset is deemed unrecoverable an impairment loss would be recorded to reduce the

carrying amount These events circumstances if they occur could be matenal to Regions operating results for

any particular reporting penod but the potential impact cannot be reasonably estimated

Mortgage ServicingRights

Regions estimates the fairvalue of its mortgage servicing rights in order to record them at fair value on the

balance sheet Although sales of mortgage servicing rights do occui mortgage servicing rights do not trade in an

active market with readily observable market prices and the exact terms and conditions of sales may not be

readily available and are therefore Level valuations in the fair value hierarchy previously discussed in the Fair

Value Measurements section Specific characteristics of the underlying loans greatly impact the estimated value

of the related mortgage servicing rights As result Regions stratifies its mortgage servicing portfolio on the

basis of certain risk characteristics including loan type and contractual note rate and values its mortgage

servicing rights using discounted cash flow modeling techniques These techniques require management to make

estimates regarding future net servicingcash flows taking into consideration historical and forecasted mortgage

loan prepayment rates discount rates escrow balances and servicing costs Changes in interest rates prepayment

speeds or other factors impact the fair value of mortgage servicing rights which impacts earnings Based on

hypothetical sensitivity analysis Regions estimates that reduction in primary mortgage market rates of 25 basis

points and 50 basis points would reduce the December 312012 fair value of mortgage servicing rights by

approximately percent $13 million and 14 percent $26 million respectively Conversely 25 basis point and

50 basis point increases in these rates would increase the December 31 2012 fair value of mortgage servicing

rights by approximately percent $14 million and 15 percent $28 million respectively Regions also

estimates that an increase in servicing costs of approximately $10 per loan or 18 percent would result in

decline in the value of the mortgage servicing rights by approximately $7 million or basis points
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The
pro

forma fair value analysis presented above demonstrates the sensitivity of fair values to hypothetical

changes in primaiy mortgage rates This sensitivity analysis does not reflect an expected outcome Refer to the

Mortgage Servicing Rights discussion in the Balance Sheet analysis section found later in this report

Income Taxes

Accrued income taxes are reported as Component of either other assets or other liabilities as ppropriate

in the consolidated balance sheets and reflect managements estimate of incOme taxes to be paid or received

Deferred income taxes represent the amount of future income taxes to be paid or received and are accounted

for using the asset and liability method The net balance is reported in other assets in the consolidated balance

sheets The Company determines the realization of the dfened tax asset basedupop ah evaluatiOn of the four

possible sources of taxable income the future reversals of taxable temporary differences future taxable

income exclusive of reversing temporary differences and carryforwards taxable income in prior carryback

years and tax planning strategies In projecting future taxable income the Company utilizes forecasted pre

tax earnings adjusts for the estimated book tax differences and incorporates assumptions including the amounts

of income allocable to taxing jurisdictions ThØsØ assuiliptions require significant juagment and are consistent

with the plans and estimates the Company uses to manage the underlying businesses The realization of the

deferred tax assets could be reduced in the future if these estimates are significantly different tliahforecasted For

detailed discussion of realization of deferred tax assets refer to the Income Taxes section foUnd later in this

report

The Company is subject to income tax in the U.S and multiple state and local jurisdictions The tax laws

and regulations in each jurisdiction may be interpreted differently in certain situations which could result in

range of outcomes Thus the Company is required to exercise judgment regarding the application of these tax

laws and regulations The Company will evaluate and recognize tax liabilities related to any tax uncertainties

Due to the complexity of some of these uncertainties the ultimate resolution may result in pàyment that

different from the Current estimate of the tax liabilities

The Companys estimate of accr.iej income taxes deferred income taxes and income tax expense can also

change in any penod as result of new legislative or judicial guidance impacting tax positions as well as

changes in income tax rates Any changes if they occur can be significant to the Company financial position

results of operations Or cash flows

OPERATING RESULTS

GENERAL

For 2012 Regions reported net income available to common shareholders of $991 million or $0.71 per

diluted common share In January 2012 Regions entered into an agreement to sell Morgan Keegan to Raymond

James Financial Inc The results of the entities sold are presented as discontinued operations Refer to Note

Discontinued Operations of the consolidated financial statements for additional information Regions reported

net income from continuing operations available to common shareholders of $1050 million or $0.76 per diluted

common share in 2012 Regions net loss from discontinued operations was $59 million or $0.04 per diluted

common share

Regions 2012 results from continuing operations reflected significant decline in its provision for loan

losses resulting from continued improving credit metrics and lower non-interest expenses due to $253 million

non-cash goodwill impairment charge in 2011 Regions also experienced lower net interest income as result of

decline in interest-earning asset levels combined with lower earning asset yields as well as slightly lower non-

interest income
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NET INTEREST INCOME AND MARGIN

Net interest income interest income less interest expense is Regions principal source of income and is one

of the most important elements of Regions ability tO meet its overall performance goal.Net interest income on

taxable-equivalent basis decreased approximately $95 million or 2.8 percent in 2012 from 2011 driven by

percent decrease in the level of average earning assets from $112.2 billion in 2011 to $107.8 billion in2012 The

net interest margin increased toil percent in 2012 from 3.07 percent in 01 reflecting favorable mix shift

in deposits out of higher cost time deposits into low cost checking savings and money market accounts

Comparing 2012 to 2011 interest-earning asset yields were lower decreasing 15 basis points on average

However interest bearing liability rates were also lower declining by 23 basis points more than offsetting the

drop in interest-earmng asset yields As result the net interest rate spread increased basis points to

86 percent in 2012 compared to 78 percent in 2011

Continued low levels of long-term interest rates affected interest-earmng asset yields through their influence

on the behavior and pricing of both variable rate and fixed rate loans and securities Monetary policy action

pursued by the Federal Reserve as well as modest pace of economic recovery resulted in sustained low levels

of both long and short term interest rates in 2012 The yield on the benchmark 10 year Treasury note

particularly in the second half of 2012 fluctuated mainly in the range of 40 percent to 80 percent which is

approximately 100 basis points lower than in 2011 The level of long-term rates has precipitated higher levels of

prepayment particularly in fixed-rate loans and securities which can result in the replacement of these assets at

lower rates of interest This pressure impacts portfolios that have significant concentration of fixed-rate loans

For example the taxable investment securities portfolio which contains significant residential fixed-rate

exposure decreased in yield from 08 percent in 2011 to 55 percent in 2012

The negative influence of low long term interest rates on the net interest margin however was offset by

improvements in liability costs The Federal Reserves Rate of Interest on Excess Reserves and the pnme rate

which are influential drivers of loan and deposit pricing on the shorter end of the yield curve remained low at

approximately 0.25 percent and 3.25 percent respectively throughout 2012 which was essentially unchanged

from the previous year-end level The Companys loan pricing is also influenced by the 30-day London Interbank

Offering Rate LIBOR which on average was 24 basis points 2012 With short term interest rates remaining

low deposit costs improved considerably from 049 percent in 2011 to 30 percent in 2012 There was

substantial improvement in costs in every deposit categOry including average mOney market accounts which

declined from 0.29 percent to 0.18 percent The improvement in overall deposit costs was also attributable to

less costly mix of deposits For example average time deposits declined from $21.6 billion or 22.6 percent of

total average deposits in 2011 to $16.5 billion or 17.3 percent of total average deposits in 2012 Meanwhile

average non-interest bearing customer deposits increased from $27.7 billion in 2011 to $29.4 billion in 2012 Net

interest margin was also supported by favorable shift of funding to customer deposits from more costly long

term borrowings Average long-term borrowings declined to $6.7 billion in 2012 as compared to $11.2 billion in

2011
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Table Consolidated Average Daily Balances and Yield/Rate.Analysis for Continuing Operations

presents detail of net interest income on taxable-equivalent basis the net interest margin and the net interest

spread

Table 3Consolidated Average Daily Balances and Yield/Rate Analysis from Continuing Operations

2012 2011 2010

Average Income Yield/ Avàge ncome/ YieIdI Average IiIcoine/ Yeld/

Ialance Expense Rate Balance Expense Rate Balance Expense Rate

Assets Dollars in millions yields on taxable-equiyaient basis

Interest-earning assets

Federal funds sold and securities purchased under

agreements to resell 377 053%

Trading account assets 134 2.24 166 2.41 175 4.00

Securities

Taxable 26667 681 2.55 24586 758 3.08 23851 873 3.6

Tax-eempt 17 31 44 2.27

LoànsheldforsalŁ 1150 33 2.87 1131 35 3.09 1281 39 3.04

Loans net of unearned income l2 76035 3227 4.24 80673 3477 4.31 86660 4.31

Other interest-earning assets 3792 0.24 5623 13 0.23 5119 13 0.25

Total interest earning assets 107 795 953 67 112 214 287 82 117 507 669 97

Allowance for loan losses 2376 3114 3187
Cash and due from banks 1836 1988 2021

Other non-earning assets 14927 15631 16379

$122182 $126719 $132720

Liabilities and Stockholders Equity

Interest-bearing liabilities ..

Savings accounts 589 007 062 10 4459 09

iætŁrest-bearing transaction aºcounts 19419 23 0.12 .15613 27 0.17 14404 .0.22

Money market accountsdomestic 24 116 43 18 25 117 72 29 26 737 116 043

Money marketaccountsforeigæq 355 .544 0l8 653 0.15

Time depositscustomer 16484 214 1.30 21635 367 170 26236 601 2.29

Total customer depositsinterest bearing 65 963 284 043 67 971 472 069 72489 754 04

Time depositsnon.customer lf 54 1.85

rota1treasurydepositsinterestbearing 11 54 1.85

Total interest-bearing deposits 65966 284 0.43 67982 472 0.69 72543 755 1.041

FederaUurids purchased and securities sold under
...

agreementstorepurchase 1852 0.11 1801 0.06 1983 0.15

.Othershort-termborrowings 251 186 331 0.30

Long-termborrowings ... 6694 317 4.74 11240 371 3.30 15489 489 3.16

Total interest bearing liabilities 74 763 603 081 81 209 842 104 90 346 248 138

Netinterestspread 2.86 278 2.59

Customer depositsnon interest bearing 29 364 27 689 23 946

Otherliabilities 3020 2471 2512

Stockholders equity 15035 15350 15916

$122182 $126719 $132720

Net mterest mcome/margln on taxable equiyalent

basisfromcontinuinoperationsdi6 $3 3.11% $3445 3.07% $3421 .2.91%

Loans net of unearned incOme include OonaccniÆl.lois for all periods preselited ..
Interelt income includes loan fees of $65 million $5Q millionand $37 rnilion for.the

years
ended December 312O122Ql and 2010

respectively

The computation of taxable-equivalent net.iætetest incoftie is based ontthe.stautory federal.incOmetax rªtO of 35%adjustedfor

applicable state incornetaxes et of the related feder1tax bneit ....
Total deposit costs may be calculated by dividing total interest expense on deposits by the sum of interest bearing deposits and non

interest bearing deposits The rates for total deposit costs equal 0.30%0.49%and 0.78% for the years ended December 31 20i220l

and 2010 respectively

Total funding costs from continuing operations may be calculated by dividing total interest expense on interest-bearing liabilities by the

sum of interest beanng liabilities and non interest bearing deposits The rates for total funding costs from continuing operations equal

0.58% 037%and 1.09% fçir the years ended December 31 2012 2011 and 200 respectively..

The table above does nOt include average sSet5avOragŁ liabilities interest inŁomeor interest expense for discontinued operations see
Note to the consolidated fmancial statements If these assets liabilities and net interest intome were included the calculation the

consol1clted net interest inconeandmargin na taxable equivalent basis would be $3356 million and 3.10% $3476.milhio and 3.05%

and $3464 milliOn and 2.90% fOr the yearsended December 31 2012 2011 and 2010 respectively

Prioi-.period amounts have been reclassified to conform to The current period classification ..
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Total interest-bearing deposits

Federal funds purchased and securities sold under agreements

to repurchase

Other short-term borrowings

Long term borrowings 181

Total interest-bearing liabilities 255

Increase decrease in net interest income 114

Table 4Volume and Yield/Rate Variances from Continuing Operations

2012 Compared to 2011 2011 Compared to 2010

Change Due to Change Due to

Yield Yield

Voume Rate Volwne Rate Net

Taxable-equivalent basisin millions

Interest income on

Federal funds sold and scunties pnrchased under agrments

to resell

Trading account assets ....
Securities

Taxable 61 138 77 26 141 115
Tax exempt

Loans held for sale

Loans net of unearned income 198 52 250 258 257
Other interest earrnng assets

Total interest earning assets 141 193 334 237 145 382

Interest expense on

Savings accounts

Interest beanng transaction accounts 10
Money market accountsdomestic 26 29 37 44
Money market accountsforeign

Time deposits----customer 77 76 153 95 139 234

Total customer depositsinterest bearing 74 114 188 98 184 282
Time depositsnon customer

Total treasury depositsinterest bearing

74 114 188 98 185 283

____
127 54 140 22 118

_____
16 239 238 168 406

____
209 95 23 24

Notes

The change in interest not due solely to volume or yield/rate has been allocated to the volume column and

yield/rate column in proportion to the relationship of the absolute dollar amounts of the change in each

The computation of taxable-e4uivalent net interest income is based on the statutory federal income tax rate

of 35% adjusted for applicable state income taxes net of the related federal tax benefit

The table above does not include average assŁt averagiiàbilities interest iæcóme or interest expense for

discontinued operations see Note to the consolidated financial statements

Pnor period amounts for money market accounts domestic and money market accounts foreign have been

reclassified to conform to the current period classification

The mix of interest-earning assets can also affect the interest rate spread Regions primary types of interest

earrnng assets are loans and investment securities Certain types of interest earning assets have historically

generated larger spreads for example loans typically generate larger spreads than other assets such as securities

Federal funds sold or securities purchased under agreements to resell The spread on loans remamed depressed in

2012 due to the low interest rate environment and an elevated level of loans on non-accrual status Average
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interest-earning assets at December 31 2012 totaled$1Q7.$ billion decrease of $4.4 billionas ompared to the

piior year WhUe average earning assets declined during 2012 the mix changed somewhat reflecting higher

securities balances and decline in average
loans due to muted loan demand consumer deleveragrng and run off

of investor real estafe

Also affecting the interest rate spread and the net interest margin were continued elevated balances of

interest bearing deposits in other banks included in other interest earning assets in Table pnmanly the

Federal Rçserve Bank as result of the Company liquidity management process
These funds generate

significantly lower spread than loans or securities The levels of cash reserves negatively impacted the net

itrest margin by basis points in 2012 and 13 basis points in 2011 In addition overall levels of non

performing assets negatively impacted the net interest margin by basis points in 201 compared to 14 basis

points in 2011

Average loans as percentage of average interest earning assets were 71 percent in 2012 and 72 percent in

01 The categories which consist of interest earning assets are shown in Table Consolidated Average Daily

Balances and Yield/Rate Analysis for Continuing Operations The proportion of average interest earning assets

id average total assets which was 88 percent and 89 percent in 2012 and in 2011 respectively measures the

effectiveness of management efforts to invest available funds into the most profitable interest-earning vehicles

This measure was consistent with the prior year as the overwhelming majority of the decline in total assets in

2012 was in interest-earning assets Funding for Regions interest-earning assets comes from interest-bearing and

non-interest-bearing sources Another significant factor affecting the net interest margin is the pekentage of

interest-earning ªsets fundediinterest5beariiIg liabilities. The percentage of average interest-earning assets

funded by average interest bearing liabilities was 69 percent rni2012 and 72 percent in 2011 reflecting growth in

nominterestbearirigxleposits

Table Vo1ume andYiŁkl/Rate Variances from Continuing Operations provides additionalinformationH

with which to analyze the changes in net interest income

PROVISIONFOR LOAN LOSSES

ThrOvisiOn foidaii1Oss used t6maintainthe allowancŁfor loan losses at level that in

managements judgment iappthriate tO absotb probhie losses inherent in the portfolio at the balance sheet

date During 2012 the provision for loan losses was $213 million and net charge-offs were $1.0 billion This

compares to provision for loan losses of $1 billion and net charge-offs of $2 billionin 2011 Net charge offs

exceeded the prQvisior for loan losses during 2012 primarily resulting from the continued improving credit

metrics incJuding lower levels of non accrua loans and criticized and classified loans as well as an overall

reduction in loan balances problem loan resolutions and continuing mix shift in loans out of higher risk

investor real estate and into less risky commercial and industrial loans

For further discussion and analysis of thŁtOtal allowance for credftlOsses see the Risk Management
section found later in this report See also Note Allowance for Credit Losses to the consolidated financial

statements

NON INTEREST INtOME

Non interest income from continuing operations represents fees and income derived from sources other than

interest-earning assets Table Non-Interest Income from Continuing Operations provides.a detail of

components of non4ntetest income from coit.inuing operations Non-interest income decreased $43 million to

$2.1 billion in 2012 compared to 2011 The decrease is primarily due to lower service charges on deposit

accounts and securities gains partially offset by an increase in mortgage income
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Table 5Non4nterest Income from ContinuingOperations

Year Ended December31

2012 2011 2010

In millions

Service charges on deposit accounts 985 $1168 $1174

Investment fee income 110 64 69

Mortgage income 363 220 247

Trust department income 195 199 196

Securities gains net 48 112 394

Insurance commissions and fees 109 106 104

Leveraged lease termination gains 14 78

Commercial credit fee income 68 80 76

Bank-owned life insurance 81 83 88

Net loss from affordable housing 49 69 72
Credit card bank card income 85 65 31

Other miscellaneous income 91 107 104

$2100 $2143 $Z489

Service Charges on Deposit Accounts

Income from service charges on deposit accounts decreased 16 percent in 2012 and totaled $985 million and

$1.2 billion in 2012 and 2011 respective1y The decrease was primarily driven by policy changes negatively

impacting non-sufficient fund fees related to Regulation as well as decline in interchange income as resu1t

of debit interchange price controls implemented in the fourth quarter of 2011 During 2012 service charges on

deposit accounts were also negatively impacted by total of
approximately $35 rnilliOnin customer refUnds

resulting from change in the Companys non-sufficient funds policy

Interchange income which is included in service charges on deposit accounts was impacted by the Federal

Reserves rulemaking required by section 1075 of the Dodd-Frank Act The FederalReserve Boardof Governors

announced its final rule on debit card interchange fees mandaZed by the Durbin Amen huient to the Dodd-Frank

Act effective October 12011 which contributed to the decline in service charges in 2012

Investment Fee and Trust Department Income

Total investment fee income which primarily relates to capital markets activities such as loan syndications

foreign exchange and derivatives increased 72 percent to $110 million in 2012 from $64 million in 2011 due

primarily to improved market valuations in the customer derivative portfolio Trust department income decreased

percent to $195 million in 2012 driven by declines in assets Under mahagºmØnt to approximately $72.7 billion

at year-end 2012 compared to approximately $74.6 billion at year-end 2011

Mortgage Income

Mortgage income is generated through the origination and servicing of mortgage loans for long-term

investors and sales of mortgage loans in the secondary market Mortgage income inçreasd.$143 million or

65 percent to $363 million in 2012 The increase reflects wider margins as result of favorable market

conditions as well as an increase in originations driven by customers taking advantage of the opportunity to

refinance under the extended Home Affordable Refinance Program or HARP II Mortgage originations totaled

$8.0 billion in 2012 as compared to $6.3 billioti in 2011 hr 2012 refinancing encompassed 63 percent of

mortgage originations versus 54 percent in 2011

At December 31 2012 $26.2 billion of Regions servicing portfolio was serviced for third parties At

December 31 2011 $26.7 billion of the servicing portfolio was serviced for third parties
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Securities Gains Net

Regions reported net gains of $48 million from the sale of securities available for sale in 2012 as compared

to net gains of $112 million in 2011 Lower security gains during 2012 were due to lower volumes of securities

sa resuliiægTrom the Companys assetiliability management process Refer to the Securities section in the

Balance Sheet Analysis for further discussion

IDsurance Commissions and Fees

Regions provides property and casualty life and health mortgage title and other specialty insurance and

credit related products to businesses and individuals Insurance commissions and fees increased percent to $109

million in 2012 compared to $106 million in 2011 The increase is primarily due togrowthnin theagency

business as well as stabilizing insurance rates and exposures

Leveraged Lease Termination Gains

Regions terminated certain leveraged leases in 2012 and 2011 resulting in gains of $14 million and

$8 million respectively These termination gains were largely offset by increases in income tax expense

Commercial Credit Fee Income

Commercial credit fee income decreased 15 percent to $68 million in 2012 compared to $80 million in

2011 This decrease is primarily due to decline in standby letters of credit Regions ability to originate standby

letters of credit has been impacted by its credit rating in the prior yeäi amany beneficiaries require investment

g1ade ratings for the issuing bank During 2012 Moodr äæd SP upgraded credit ratings for Regions Financial

Corporation and its subsidine

Bank owned life insurance income decreased percent to $81 million in 2012 compared to $83 million in

2011 This decrease is primarily due to decline in death benefits and crediting rates

CreditCard/BankardIncome

Credit card bank card income increased $20 million in 2012 as compared to 2011 Credit card income is

derived from activity related to the Regions branded credit card portfolio purchased from FIA Card Services in

the second quarter of 2011 and subsequent originations Bank card income relates to commercial purchasing

cards The increase during 2012 is due to an entire year
worth of impact from the 2011 credit card portfolio

purchase

NON-INTEREST EXPENSE

The following section contains discussion of non interest expense from continuing operations The largest

components of non-interest expense are salaries and employee benefits net occupancy expense and furniture and

equipment expnse Noniuterest expens in 2012 was down $336 million from 2011 Non-interest expense in

2011 included $253 million in goodwill impairment plus $75 million in branch consolidation and property aiid

equipment charges The decline in non-interest expense in 2012 included $61 million in net gains related to the

sale of loans held for sale in excess of their carrying values plus reduction in other real estate owned expenses

of $110 million partially offset by $159 million increase in salaries and employee benefits Table

Interest Expense from Continuing Operations presents total non-interestexpense for the.years ended

December 31 2012 2011 and 2010
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Table 6Non-Interest Expense from Continuing Operations

Year Ended December31

2012 2O11 2010

Inmillioiis

Salaries and employee benefits $1763 $1604 $1640

Net occupancy expense 382 388 411

Furniture and equipment expense 261 275 277

Professional and legal expenses 114 175 .170

Amortization of core deposit intangible 83 95 167

Other real estate owned expense
162 209

Creditlcheckcard expenses 64 50 41

Branch consolidation and property and equipment charges 75

Gain/loss on loaiis held fOr sale net 61 1.. 32

Deposit administrative fee 162 217 220

Marketing 87 62 66

Outside services 82 62 52

Loss on early extinguishment of debt 11 ...108
REIT investment early termination costs 42

Provision credit for unfunded credit conimitments

Regulatory charge 75

Goodwill impairment 253

Other miscellaneous expenses 479 436 454

$352 $4862 $3859

Salaries and Employee Benefits

Total salaries and employee benefits increased $159 millionor 10 percent in 20.1 The yar-oyer-year

increase was primarily due to higher pension costs annual merit increases restricted stock awards and nentiye

increases including mortgage-related incentives partially offset by decline in headc.ount froii 23707 at

December31 2011 to 23427 at December 31 2012

Regions provides employees who meet established employment requirements with abenefits package that

includes 401k pension and medical life and disability insurance plans The pçnsion plan has been closed to

new enrollments since 2006 Regions 401k plan includes Company match of eligible employee

contributions See Note 17 Employee Benefit Plans to the consolidated financial statements for further details

There are various incentive plans in place in many of Regions lines of business that are fled to the

performance levels of employees In general incentives are used to reward employees for selling products and

services for productivity improvements and for achievement of corporate financial goals These achievements

are determined through review of profitability and risk management Regions long term incentive plan

provides for the granting of stock options restricted stock restricted stock units and performance shares See

Note 16 Share-Based Payments to the consolidatedfinancial statenients fot further information

Net Occupancy Expense

Net occupancy expense includes rents depreciation and amortization utilities maintenance insurance

taxes and other expenses of premises occupied by Regions and its affiliates Net occupanc.yex.pense decrnased

$6 million or percent in 2012 Rent expense decreased as result ofbranch cOnsOlidätios that occurred iii

early 2010 and late 2011 as well asa result of other lease downsizing efforts At Decàmber 31 20 i2Regions

had 1711 branches compared to 1726 at December 31 2011

Furniture and Equipment Expense

Furniture and equipment expense decreased by percent to $261 million in 2012 primarily driven by branch

consolidations
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Professional and Legal Expenses

Professional and legal expenses are comprised of amouhts related to legal cónsülting and other professional

fees These expenses decreased $61 million or 35 percent to $114 ni1lion iii 2012 reflecting decrease in the

level of legal expenses and recognition of recoveries from previously establishedlegal accruals Refer to Note 23

Commitments Contingencies and Guarantees to the consolidated financial statemetits for additional

information

Amortization of Core Deposit Intangibles

The premium paid for core deposits in an acquisition is considered to be an intangible asset that is amortized

on an accelerated basis over its useful life As result amortization of core deposit intangibles decreased

13 percent to $83 million in 2012 compared to $95 million in 2011 Regions reviews core deposit intangibles for

events or circumstances which could impact the recoverability of the intangible assets Regions annual 2012

impairment test resulted in no impairment The test reflected an increase in the estimated life of Regions core

deposit intangibles Amortiz4tion expense will be
reyised

to reflect the increased estimated life beginning in

2013 See Note Intangible Assets to the consolidated financial statements for additional information

Other Real Estate Owned Expense

Other real estate owned ORBO expense
includes the cost of adjusting foreclosed properties and other

property held for sale to estimated fair value after these assets have been classified as OREO net gains and losses

on sales of properties and other costs to maintain the property such as property taxes security and grounds

maintenance Through Regions efforts to sell foreclosed properties those balances decreased $147 million to

$149 million in 2012 This reduction in foreclosed properties balances along with lower valuation charges as

result of stabilizing real estate values was the primary driver of the $110 million decline in OREO expense in

2012 See the Foreclosed Properties section later in the Balance Sheet Analysis section

Credit/Checkcard Expenses

Creditlcheckcard expenses increased $14 million for 2012 when compared to 2011 The ear-over-year

increase is due to the effect of an entire years worth of impact from the credit card portfolio purchase at the end

of the second quarter of 2011

Branch Consolidation and Property and Equipment Charges

Non-interest
expense

in 2011 included $75 million of branch consolidation charges related to lower of cost

or market adjustments on owned branch property terminated ground leases and impairment of other equipment

The charges were driven primarily by Regions decision to consolidate approximately 40 branches

Gain/Loss on Loans Held for Sale Net

The Company recorded $61 million reduction in non-interest expense for 2012 related to gains on loans

held for sale The Company recorded losses on loans held for sale of $1 million for 2011 The improvement

during 2012 relates to sales and paydowns of individual loans at amounts in excess of carrying value.

Deposit Administrative Fees

Deposit administrative fees decreased in 2012 by $55 million to $162 million Deposit administrative fees

were impacted by new assessment rule in 2011 which revised the deposit insurance assessment system for

large institutions The new rule changed the assessment base from deposits as the basis and utilizes risk-based

approach which calculates the assessment using average consolidated assets minus
average tangible equity

Implementation of the new rule was effective beginning in the second quarter of 2011 The bank regulatory
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agencies ratings comprised of Regions Banks capital asset quality management eamingsiiquidity and

sensitivity to risk along with certain financial ratios are used in determining deposit administrative fees The

decrease in 2012 was related to lower asset balances including reduction in higher nsk loans and improved

performance metncs including asset quality metrics all of which impact the fee calculation For further

information see discussion of Deposit Insurance in the Supervision and Regulation section of Item of this

Form 10-K

Marketing

Marketing increased $25 million in 2012 compared to 2011 primarily due to costs incurred for customer

communications incdnjunction with Regions third quarter 2012 assumption ofthe servicing of the credit card

portfolio which had been purchased in the second quarter of 2011

Outside Services

Outside services increased in 2012 by $20 million to $82 million The increase was due primarily to

expenses incurred related to assuming the ŁFvicing of the credit card portfolio during the third quarte of 2012

that was purchased at the end of the second quarter of 2011 as well as fees related to the routine purchases of

indirect loans from third party

Loss on Early Extinguishment of Debt

During the fourth quarter of 2012 the Companyredeemed all issued and outstanding 8.875% Trust

Preferred Securities issued by Regions Financing Trust Ill trust preferred securities.The aggregate principal

amount of the trust preferred securities was approximately $345 million The Company recognized an

$11 million loss on the early redemption of these securities

REIT Investment Early Termination Costs

On November 30 2012 Regions entered into an agreement with third party investor in Regions Asset

Management Company Inc real estate investment trust pursuant to which the investment was fully redeemed

Asa result Regions incurred early termination costs of approximately $42 million

Goodwill Impairment

As result of the
process

of selling Morgan Keegan Regions 201 iresults include non-cash goodwill

impairment charge of $731 million net of $14 million income tax impact within the investment banking

brokerage/trust segment Based on relative fair value allocation $478 million was recorded within discontinued

operations and $253 million within continuing operations The goodwill impairment charge is non cash item

which does not have an adverse impact on regulatory Øapital Refer to Note Intangible Assets in the footnotes

to the consolidated financial statements for further details

Other Miscellaneous Expenses

Other miscellaneous expenses increased $43 million in 2012 compared to 2011 The primaiy drivers of the

increase were mortgage repurchase expenses see Note Servicing of FinäncialAniØts amortization of

intangible assets related to the credit card portfolio purchase and bank operational losses This item also includes

expenses for communications postage supplies certain credit-related costs and business dcveloprneiit services

INCOME TAXES

TheCompanys income tax expense from continuing operations for 2012 was $482 million compared to

tax benefit of $28 million in 2011 resulting in an effective tax rate of 29.0 percent and 17.4 percent

respectively The increase in income tax expense was primarily result of positive consolidated pre-tax earnings
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At December 31 2012 the Company reported net deferred taxasset of $763 million compared to.

$1.3 billion at December31 201 The change is principally due to decrease in the allowance for loan losses

and utilization of tax credit carryforwards Of the balance at December 31 2012 $462 million was generated

from differences between the financial statement carrying amounts and the corresponding tax bases of assets and

liabilities of which significant portion relates to the allowance for loan losses These net deferred tax assets

have not yet reduced taxable income and therefore do not have set expirationdate The remaining$301 million

net deferred tax asset balance relates to tax carryforwards that have defined expiration dates which are typically

15 or 20 years
from the date of creation Of the $301 million $68 million of this deferred tax asset is r1ated to

tax carryforwards that have expiration dates prior to the tax year
2025

The Company continually assesses the realizability of itsdefetred tax assets based on anevaluative process

that considers all available positive and negative evidence The Company has established valuation allowance

in the amount of $70 million at December 312012 and $32 million atDecember 31 2011 because the Company

believes that portion of the state operatingloss carryforwards and statetax credit carryforwards will not be

utilized.As part of this evaluative process anagement considers the following sources of taxable income

the future reversals of taxable temporary differences futuretaxable income exclusive ofreversingtemporary

differences and carryforwards taxable income in prior carryback years and taxplanning strategies In

making conclusion management has evaluated all available positive and negative evidence impacting these

sources of taxable income The primary sources of evidence impacting managements judgment regarding the

realization of the Companys deferred tax assets are summarized below

History of earningsAs of December 31 2012 the Company has reestablished positive earnings

trend and is not in three year cumulative loss position Therefore the Company no longer has this

negative evidence to consider in the valuation of its deferred tax assets The Company did not ge1erate

any federal net operating losses or tax credit carryforwards until 2009 and in 2011 the Company

utilized all federal net operating losses In 2012 the Company utilized significant portion of its

federal tax credit carryforwards There is no history of significant tax carryforwards expinng unused

Reversals of taxable temporary differencesThe Company anticipates that future reversals of taxable

temporary differences including the accretion of taxable temporary differences related to leveraged

leases acquired in prior business combination can absorb up to approximately $812miilliöæ of

deferredtaxassets

Creation of future taxable incomeThe Company has projected fuuire taxable income that will be

sufficient to absorb the remaining deferred tax assets after the reversal of future taxable temporary

differences The taxable income forecasting process utilizes the forecasted pre tax earmngs and adjusts

for book tax differences that will be exempt from taxation pnmarily tax exempt interest income and

bank-owned life insurance as well as temporary book-tax differences including the allowance for loan

losses The projections relied upon for this process are consistent with those used in the Companys
financial forecasting process

Ability to implement tax-planning strategiesThe Company has the ability to implement tax planning

strategies to maximize the realization of deferred tax assets such as the sale of assets As an example

at DeºembØr 31 2012 the Companys portfolio of securities available for sale had $729 million of

gross unrealized pre tax gains which could accelerate the recognition of the associated taxable

temporary differences which management wotild consider being tax planning strategy to maximize

the realization of the deferred tax assets that may expire tintiti1ized

The Company completed the sale of Morgan Keegan and related affiliates to Raymond James on April

2012 The Company has reflected the transaction as if Raymond James purchased the assets of the entities for tax

purposes and in January 2013 income tax elections were finalized that are consistent with this treatment

The Companys effective tax rate is affected by recurring items such as affordable housing tax credits bank-

owned life insurance and tax-exempt income which are expected to be consistent in the near term The effective
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tax rate is also affected by items thatmay occur in any given period but are not consistent from period to period

such asthe termination of certain leveraged leases Accordingly future period effective tax rates may not be

comparable to the current period

See Note Summary of Significant Accounting Policies and Note 19 Income Taxes to the consolidated

financial statements for additional information about income taxes.

BALANCE SHEET ANALYSIS

At December 31 2012 Regions reported total assets of $121.3 billion compared to $127.1 billion at the end

of 2011 decrease of approximately $52 billion or percent The decrease in total assets from year-end 2011

resulted mainly from decrease in loans as well as decrease in other assets Loans net of unearned income

declined approximately $3.6 billion primarily related to the investor real estate portfolio segment Other assets

also declined between years due to decreases in derivative assets anddeferredincome tax assets as well as

settlements of securities sales Also decrease in interest-bearing deposits in other banks was largely offset by

an increase in securities available for sale Th decrease in total assets was also driven by reduction in trading

account assets which resulted fromthe closing of the sale of Morgan Keegan see Note Discontinued

Operations to the consolidated financial statements.

Cash and Cash Equivalents

Cash and cash equivalents include cash and due from banks interest bearing deposits in other banks

including the Federal Reserve Bank and Federal funds sold and secunties purchased under agreements to resell

which have life of 90 days or less At December 31 2012 these assets totaled $5 billion as compared to

$7 billion at December 31 2011 The year over year decrease was dnven by decrease in interest bearing

deposits in other banks These funds were utilized for repurchase of the Senes preferred shares issued to the

U.S Treasury

Trading Account Assets

Trading account assets decreased $1.2 billion to $116 million at December 31 2012 The trading account

assets were primarily held at Morgan Keegan As discussed above early in 2012 Regions completed the sale of

Morgan Keegan Also included in trading account assets are secunties held in rabbi trusts related to deferred

compensation plans Trading account assets are carned at fair value with changes in fair value reflected in the

consolidated statements of operations Table Trading Account Assets illustrates the total carrying values of

trading account assets by category

Table 7Trading Account Assets

December 31

2012 2011

In millions

Trading account assets

U.S Treasury and Federal agency securities 624

Obligations of states and political subdivisions 240

Other securities 116 402

$116 $1

74



Securities

Regions utilizes the securities portfolio to manage liquidity interest rate risk and regulatory capital as well

as to take advantage of market conditions to generate favorable return on investments without undue risk The

portfolio consists primarily of high-quality mortgage-backed and asset-backed securities Securities represented

22 percent of total assets at December 31 2012 compared to 19 percent at December 31 2011 In 2012 total

securities which are almost entirely classified as available for sale increased $2.8 billion or 11 percent

The Market Risk-Interest Rate Risk section found later in this report further explains Regions interest

rate risk management practices The weighted-average yield earned on securities less equities was 2.57 percent

in 2012 and 2.91 percent in 2011 Table Securities illustrates the carrying values of total securities by

category

Table 8Securities

December 31

2012 2011

In millions

U.S Treasury securities 54 102

Federal agency securities 555 150

Obligations of states and political subdivisions 36

Mortgage-backed securities

Residential agency 21283 22184

Residential non-agency 13 16

Commercial agency 725 326

Commercial non-agency 1098 321

Corporate and other debt securities 2835 537

Equity securities 682 815

$27254 $24487

Securities totaled $27.3 billion at December 31 2012 an increase of $2.8 billion from year-end 2011 levels

During 2012 Regions purchased approximately $600 million in available for sale federal ageicy securities

$8.3 billion ii available for sale mortgagebacked securities and $2.4 billion in available for sale high quality

investment grade corporate bonds These purchases were partially offset by sales of approximately $1.4 billion in

available for sale mortgage-backed securities sales of approximately $194 million in available for sale high

quality investment grade corporate bonds paydowns and maturities The net purchases of agency mortgage-

backed securities are an offset to the Companys strategy to sell the majority of agency eligible residential first

mortgages at origination and the corporate bonds increase diversification in the portfolio with an attractive risk

and return profile

Net unrealized gains and losses in the securities available for sale portfolio are included in stockholders

equity as accumulated othr comprehensive income or loss net of tax At December 31 2012 securities

available for sale included net unrealized gain of $701 million which represented the difference between the

estimated fair value of these securities as of year-end and their amortized cost The net unrealized gain represents

$729 million in gross unrealized gains and $28 million in gross unrealized losses At December 31 2011
securities available for sale included net unrealized gain of $514 million comprised of $532 million in

gross

unrealized gains and $18 million in gross unrealized losses

The Company reviews its securities portfolio on regular basis to determine if there are any conditions

indicating that security has other-than-temporary impairment Factors considered in this determination include

the length of time and the extent to which the market value has been.below cost the credit standing of the issuer

Regions .intent to sell and whether it is more likely than not that.the Company will have to sell the security
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before its market value recovers During 2012 and 2011 Regions recognized minimal levels of securities

impairments in earrnngs See Note Secunties to the consolidated financial statements for further details

Maturity AnalysisThe average life of the securities portfolio excludiig equities at December31 2012

was estimated to be 19 years with duration of approximately 2.7 years These metrics compare with an

estimated average
life of 3.9 years with duration of approximately 2.1 years

for the portfolio at December 31

2011 Table Relative Contractual Maturities and Weighted-Average Yields for Securities provides additional

details

Table 9Relative Contractual Maturities and Weighted-Average Yields for Securities

Securities Maturing as of December 31 2O12

After One But After Five But

Within One Within Five Within Ten After Ten

Year Years Years Years Total

Dollars in millions

Securities

U.S Treasury securities 10 44 54

Federal agency secunties 15 534 555

Obligations of states and political subdivisions

Mortgage-backed securities

Residential agency 58 1148 20072 21283

Residential non-agency
13 13

Commercial agency
141 584 725

Commercial non-agency
99 246 753 1098

Corporate and other debt secunties 18 945 349 523 835

$38 $1 166 $3 418 $21 950 $26 572

Weighted-average yield 1.90% 2.42% 2.64% 2.56% 2.57%

Notes

The weighted-average yields are calculated on the basis of the yield to maturity based on the book value of each seurity

Weighted average yields on tax exempt obligations have been computed on taxable equivalent basis using tax rate of

35% Taxable-equivalent adjustments for the calculation of yields arnodiited to zero as of December 31 2012 Yields on

tax-exempt obligations have not been adjUsted for the non-deductible portion of interest expense used to finance the

purchase of tax-exempt obligations

Federal Reserve Bank stock Federal Home Loan Bank stock and equity stock of other corporations held by Regions are

not included in the table above

POrtfolio QualityRegions investment policy emphasizes credit quality and liquidity Securities rated in

the highest category by nationally recognized rating agencies and securities backed by the U.S Government and

government sponsored agencies both on direct and indirect basis represented approximately 90 percent of the

investment portfolio at December 31 2012 All other securities rated below AAA not backed by the U.S

Government or government sponsored agencies or which are not rated iepresented approximately 10 percent of

total securities at year-end 2012

Loans Held for Sale

At December 31 2012 loans held for sale totaled $1.4 billion consisting primarily of $1.3 billion of

residential real estate mortgage loans and $89 million of non-performing investor real estate loans At

December 31 2011 loans held for sale totaled $1.2 billion consisting primarily of $844 million of residential

real estate mortgage loans and $328 million of non-performing investor real estate loans The level of residential

real estate mortgage loans held for sale fluctuates depending on the timing of origination and sale to third parties
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Loans

GENERAL

Average loans nt of unearned income represented 71 percent of average interest earning assets for the

year ended December 31 2012 compared to 72 percent for the year ended December 31 2011 Lending at

Regions is generally organized along three portfolio segments commercial loans including commercial and

industrial and owner occupied commercial real estate mortgage and construction loans investor real estate

loans commercial real estate mortgage and construction loans and consumer loans residential first mortgage

home equity indirect consumer credit card and other consumer loans

Regions manages loan growth with focus on risk management and risk adjusted return on capital

Strategic decisions to reduce the concentration in investor real estate continued run-off of residential mortgage

loans and lower demand for home equity products were the primary contributors to the decrease The decrease

was partially offset by iiicreases incommercial and industrial loans and indirect automobil 1Øiidin

Table 10 illustrates year-over--year comparison of loans by portfolio segment and class and Table 11

provides information on selected loan maturities

Table 10Loan Portfolio

2012 2011 2010 2009 2008

In millions net of unearned income

Commercial and industrial $26 674 $24 522 $22 540 $21 547 $23596

Commercial real estate mortgageowner occupied 10095 J1166 12046 12054 11722

Commercial real estateconstruction--gwner occupied 302 337 470 751 1605

Ttal commercial 37071 36025 35056 34352 36923

Commercial investor real estate mortgage 808 702 13 621 16 109 14486

Commercial investor real estate construction 914 025 287 591 9029

Total investor real estate .... 10727 15908 21700 23515

Residential first mortgage 1296 13784 .1898 5632 15839

Homeequity 11800 13021 14226 15381 16130

Indirect 336 848 592 452 3854

Consumer credit card 906 987

Other consumer 1197 1202 1184 1157 1158

Total Consumer .. 29202 30842 .31900 34622. 3698.1

$73995 $77594 $82864 $90674 $97419
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Table 11Selected Loan Maturities

Loans Maturing as of December 31 2012

After One Ajter

Within But Within Five

OneYear iveYears Yeats Total

YInmillions

Commercial and industrial 4849 $16312 $5383 $26544

Commercial real estate mortgage-owner-occupied 1932 5272 2891 1Q
Commercial real estate constructionowner occupied 15 163 124 302

Total commercial 6796 21747 8398 36941

Commercial investor real estate mortgage 340 052 416 808

Commercial investor real estate construction 479 399 36 914

Total investor real estate 3819 3451 452 722

$10615 $25198 $8850 $44663

Predeteriæed Variable

Rate Rate

In millions

Due after one year but within five
years $5476 $19722

Due after five years 4505 4345

$9981 $24067

Excludes $130 million of small business credit card accounts

Table 11 excludes residential first mortgage home equity indfrect and other consumer loans

The following sections descnbe the composition of the portfolio segments and classes in Table 10 and

expkun variations in balances from the 2011
year

end See Note Loans and Note Allowance for Credit

Losses to the consolidated financial statements for additional discussion

CommercialThe commercial portfolio segment includes commercial and industrial loans to commercial

customers for use in normal business operations to finance working capital needs equipment purchases and other

expansion projects Commercial and industrial loans have increased since 2011 due to Regions integrated

approach to specialized lending Commercial also includes owner-occupied commercial real estate loans to

operating businesses which are loam for long-term financing of land and buildings and are repaid by cash flbw

generated by business operations These loans declined from year
end 2011 as result of customer deleveraging

Owner-occupied construction loans are made to commercial businesses for the development of land or

construction of building where the repayment is derived from revenues generated from the business of the

borrower During 2012 total commercial loan balances increased $1046 million or 3% percent driven by

growth experienced in specialized industry groups

Investor Real EstateLoans for real estate development are repaid through cash flow related to the

operation sale or refinance of the property This portfolio segment includes extensions of credit to real estate

developers or investors where repayment is dependent on the sale of real estate or income generated from the real

estate collateral portion of Regions investor real estate portfolio segment is comprised of loans secured by

residential product types land single-family and condominium loans within Regions markets Additionally

this category includes loans made to finance income-producing properties such as apartment buildings office and

industrial buildings and retail shopping centers The investor real estate loan segment decreased $3.0 billion

from 2011 balances primarily due to continued payoffs paydowns and transfers to held for sale

Residential First MortgageResidential first mortgage loans represent loans to consumers to finance

residence These loans are typically financed over 15 to 30 year term and in most cases are extended to
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borrowers to finance their primary residence These loans experienced $0.8 billion decline to $13.0 billion in

2012 primarily due to consumer deleveraging However mortgage origination volume increased to $8.0 billion

in 2012 as compared to $63 billion in 2011 reflecting cutomeFs iaking advantage of the opportunity to refinance

under the extended Home Affordable Refinance Program or HARP II significant portion of mortgage

originations were sold in the secondary market At the end of 2012 Regions began the process of retaining

15 year fixed-rate mortgage production on the balance sheet which should mitigate additional balance reductions

going forard Refer to Note Allowance for Credit Losses to the consolidated financial statements for

additional discussion

Home Equity.Homeequitylending includes both home equity loans and lines of credit This type of

lending which is secured by first or second mortgage on the borrowers residence allows customers to borrow

against the equity in their home Substantially all of this portfolio was originated through Regions branch

network During 2012 home equity balances decreased $1.2 billion to.$1 .8 billion driven by consumer

deleveMging and refinancing Net charge-offs within the home equity portfolio remain elevated but decreased in

2012 as compared to 2011 Most of the improvement in losses came from Florida second liens because property

values in Florida markets have either stabilized or started to increase More information related to these

developments is included in the Home Equity discussion below

Indirect Indirect lending which is lending initiated through third-party business partners is largely

comprised of loans made through automotive dealerships This portfolio class increased $488 million or

26 percent in 2012 reflecting .growth from the late 2010 re-entry into the indirect auto lending business Regions

currently has over 1900 dealers in its network

Consumer Credit CardDuring the second quarter of 2011 RegiOns completed the purchaseof

approximately $1.0 billion of existing Regions-branded consumer credit card accounts from FIA Card Services

The products are primarily open-ended variable interest rate consumer credit card loans In the third quarter of

2012 Regions assumed the servicing of these loans from EIA Card Services

Other GonsunerOther consumer loans include direct consumer installment loans overdrafts and other

revolving loans Other consumer loans totaled $1.2 billion at December 31 2012 relatively unchanged from the

prior year

CREDIT QUALITY

Certain of Regions loans have been particularly vulnerable to weak economic conditions over the past

several years mainly investor real estate loans and home equity products particularly Florida second lien

These loan types have higher risk of non-collection than other loans The following sections provide further

detail on these portfolios
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2012

INVESTOR REAL ESTATE

The following table presents the portions of the investor real estate portfolio eghient as of December 31

Table 12Investor Real Estate Analysis

_______
Constrwtion Total

Dollars in billions

$1.7 $1.7

1.3 0.3 1.6

1.4 0.1 1.5

0.8 0.8

0.4 0.2 0.6

0.3 0.3 0.6

0.5 0.5

$6.8 $0.9 $7.7

The following table presents he geographic distribution of the investor real estate portfolio segment as of

December 31 2012

Table 13Investor Real Estate IRE By Geography

CoreState

Core State represents the state in which the underlying collateral is located

HOME EQUITY

The home equity portfolio totaled $11.8 billion at December 31 2012 as compared to $13.0 billion at

December 31 2011 Substantially all of this portfolio was originated through Regions branch network Losses in

this portfolio generally track overall economic conditions The main source of economic stress has been in

Florida where residential property values have declined significantly while unemployment rates remain high

Losses in Florida where Regions is in second lien position are higher than first lien losses

Mortgage

Retail

Multi-family

Office

Industrial

Land

Single family

Hotel

Other

Condominium

Percent of

Total on
Non-

accrual

Status

1.4%

1.6

0.6

0.5

1.1

0.6

0.4 0.4 0.3

0.1

6.2%

Alabama

2.1%

2.2

Arkansas

0.8%

0.4

Florida

5.6%

2.7

Georgia

2.7%

1.2

Retail

Multi-family

Office

Industrial

Land

Single family

Hotel

Other

Condominium

Lousisana

0.5%

1.0

1.8 0.2 4.3 2.7 1.3

1.6 03

0.6 0.2

0.8 0.4

0.1 0.7

0.5 0.4

1.2

0.7 0.2

1.4 0.4

0.8 0.2

0.7 0.2

0.1

11.0% 2.4%

1.6

3.1

2.2

2.0

0.7

23.7%

Mississippi

0.2%

0.5

0.2

0.4

0.1

0.2

0.4

0.3

2.3%

Tennessee

1.4%

2.1

1.0

1.2

0.8

1.0

0.3

0.7

8.5%

of

Total

Other IRE

8.7% 22.0%

10.6 20.7

7.5 19.0

3.7 10.0

1.5 7.2

2.4 8.1

1.6 6.3

1.0 5.8

0.9

37.0% 100.0%

0.1

10.3% 4.8%
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The following tables provide details related to the home equity portfolio as follows

Table 14Selected Home Equity Portfolio Information

Year Ended Decmber 312012

Florida All OthØl States Total

1st Lien 2nd Lien Total 1st Lien 2nd Lien Total 1st Lien 2nd Lien Total

DOilar.in millions

Balance $1870 $2433 $4303 $3752 $3745 $7497 $5622 $6178 $11800
Net Charge-offs 33 113 .146 29 59 88 62 172 234

Net Charge-off ... 1.71% 4.38% 325% 0.77% 1.45% 1.12% 1.08% 2.60% 1.90%

Year Ended Dcember 312011

Florida All Other States Total

1st Lien 2nd Lien Total 1st Lien 2nd Lien Total 1st Lien 2nd Lien Ttal

Dollars in millions

Balance $1973 $2786 $4759 $3912 $4350 $8262 $5885 $7136 $13021

Net Charge-offs 45 177 222 30 77 107 75 254 329

Net Charge-off 2.21% 5.96% 4.44% 0.75% 1.67% 1.24% 1.24% 3.35% 2.41%

Net charge-off percentages are calculated
on an annualized basis as percent of average balances

Net chare-offs were .9Oprceit of home equity 1oails for the
year ended Dcember 31 2012 compared to

41 percent for the year ended December 31 2011 Losses in Flonda based credits remained at elevated levels

but the related net charge off percentage did decrease to 25 percent
fdr the year ended December 31 2012 from

4.44 percent for the
year ended December 31 201 Home eqUity

dsses have dUcreaied during 012 due to

improvement in unemployment rates which although high are lower than prior levels FightŁr Underwriting

standards in place since 2008 and stabilizing home values in Florida Pl$0 are contributing to this improvemeit

Of the 11 billion home equity portfolio at December 31 2012 aproximately $104 billion were home

equity lines of credit and $1 billion were closed end home equity lOans pnmarily onginated as amortizing

loans Beginning in May 2009 hew home equity lines of credit have 10 year draw penod and 10 year

repayment period Previously the hóthe equity line ofedit had 20
year tenn with balloon pament upon

maturity or year draw period with balloon pâymnt upon maturity.lhe term balloon payment theans there

are no pnncipal payments required until the balloon payment is due for interest only lines of credit As of

December 31 2012 none Of Regierfs home equity lines of credit have converted to mandatory amortization

under the contractual terms The majority of home equity lines of credit will either mature with balloon

payment or convert to amortizing status after fiscal
year 2020

Of the $10.4 billion of home equity lines of credit as of December 31 2012 approximately 90 percent

require monthly interest-only payments while the remaining approximately 10 percent require payment equal to

1.5 percent of the outstanding balance which would include some principal repayment As of December 31

2012 approximately 30 percent of borrowers were only paying the minimum amount due on the home equity

line In addition approximately 55 percent of the home equity lines of credit balances have the option to amortize

either all or portion of their balance As of December 31 2012 approximately $400 million of the home equity

lines of credit balances have elected this option
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Regions home equity loans have higher default and delinquencyrates than home equity lines of credit

which is expected at origination of the loans due to more stringent underwriting guidelines for line of credit

versus loan reflecting the nature of the credit being extended Therefore home loans secured with

second lien are expected to and do have higher delinquency and loss rates than home equity lines of Łredit with

second lien In the current environrnent second liens in areas experiencing declines in home prices since

origination
such as Florida perform similar to an unsecured portfolio

Regions is unable to track paymentstatuson first liens held by another institution including payment status

related to loan modifications When Regions second lien position becomes delinquent an attempt is made to

contact the first lien holder and inquire as to the payment status of the first lien However Regions doesnot

continuously monitor the payment status of the first lien position Short sale offers and settlement agreements are

often received by the home equity junior lien holders well before the loan balance reaches the delinquency

threshold for charge-off consideration potentially resulting in full balance payoff/charge-off Regions is

presently monitoring the status of all first lien position loans that the Company owns or services and has second

lien and is taking appropriate action when delinquent During 2012 Regions evaluated means to monitor non-

Regions serviced first liens using third party service provider and found that the delinquency rates were not

material

OTHER CONSUMER CREDIT QUALITY DATA

The Company calculates an estimate of the current value of property
secured as collateral for both home

equity and residential first mortgage lending products current LIV The estimaçe
is based on homeprice

indices compiled by the Federal Housing Finance Agency FHFA The FHFA data indicates trends for

Metropolitan Statistical Areas MSAs Regions uses the FHFA valuation trends from the MSAs in the

Company footprint in its estimate The trend data is applied to the loan portfolios taking into account the age of

the most recent valuation and geographic area

The following table presents current LTV data for components of the residential mortgage and home equity

classes of the consumer portfolio segment Current LIV data for the remaining loans in the portfolio is not

available primarily because some of the loans are serviced by others Data may also not be available due to

mergers and systems integrations The amounts in the table represent the entire loan balance For purposes of the

table below if the loan balance exceeds the current estimated collateral the entire balance is included in the

Above 100% category regardless of the amount of collateral available to partially offset the shortfall The

balances in the Above 100% category as percentage of the portfolio balances have remained constant at 13%

for residential first mortgage and 17% for home equity portfolios as of December 31 2012 and 2011

respectively

82



Estimated current loart to vaue

Above 100%

80%-100%

Below 80%

Data not available

Regions qualitatively considers factors suchas periodic updates of FICO scores unemployment home

prices and geography as credit quality indicators for consumer loans FICO scores areobtalned at origination as

part of Regions formal underwriting process RefreshedPlCO scores are obtained by the Company quarterly for

all revolving accounts and home equity lines of credit and semi-ànnuallyfor all.other consumer loans Regions

considers FICO scores less than 620 to beindkative of higher credit.risk and.obtains additional collaterajin most

ofthese instances The following table.presents estimated current FICOscore data for components of classes of

the consumer portfolio segment Current.FICO data is nOt available for the remaining loansin the portfolio for

various reasons for example if customers do not use sufficient credit an updated score may not be available

Residential first mortgage and home equity balances with FICO scores below 620 improved slightly from

approximately 8.7 percent at December 31 2011 to approximately 8.1 .percent at DeceMber 31 2012

Table 16Estimated Current FICO Score Ranges

bcember 31 2912

Residential Ffrst Consumer Other

Mortgage Home Equity Indirect Credit Consumer

In millions

Below 620 L212 789 $218 57 97

62Q 680 .1259 125 352 .135 134

681-720 1435 .1447 354 211 .160

Above 720 .821.4 7561 1085 494 33
Data not available .... .843 878 327 .9 .423

$12963 $11800 $2336 $906 $L197

Deceæiber 312011

ResidØætial First

Mortgage HoiH Equity Indirect

In miflions

Below 620 1449 873 191

620- 680 1286 ..ir157 281

681-720 1557 1559 274

Above 720 8441 8576 858

Data not available 1051 856 244

$13784 $13021 $1848
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Consurnef Other

.Credit Consumer

$56 106

129 142

236 162

561 383

409

$987 $1202

Table 15Estimated Current Loan to Value Ranges

December 31 2012 December 31 2Q11

Residential Home Residential Home

First Mortgage Equity First Mortgage Equity

In millions

162 $19g8 1854 $2151

2610 2234 2951 568
8248 6677 8483 7180

443 .. 901 496 1116

$12963 $11800 $13784 .$1321



Allowance for Credit Losses

The allowance for credit losses represents management estimate of credit losses inherent in the loan and

credit commitment portfolios as of period end The allowance for credit losses consists of two components the

allowance for loan and lease losses and the reserve for unfunded credit commitments Management assessment

of the appropriateness of the allowance for credit losses is based on combination of both of thesecomponents

Regions determines its allowance for credit losses in accordance with applicable accounting literature as well as

regulatory guidance related to receivables and contingencies Binding unfunded credit commitments include

items such as letters of credit financial guarantees and binding unfunded loan commitments Additional

discussion of the methodology used to calculate the allowance for credit losses is included in Iote Allowance

for Credit Losses to the consolidated financial statements as well as related discussion in Management

Discussion and Analysis

The allowance for loan losses totaled $1.9 billion at December i2012 and $2.7 billion at

December 31 2011 The allowance for lOan losses as percentage of net loans was 259 percent at

December 31 2012 and 3.54 percent on December 31 20 Li The reserve for unfundedcredit commitments was

$83miilion atDecember 31 2012 compared to $78 million at December 312011 Netcharge-offs as

percentage ofaverage loans were 1.37 percentand 2.44 percentin2012 and 2011 respectively Net charge-offs

were lower across most categories period over period particularly in the case of commercial investor real estate

mortgageas result of the recent ongoin.g portfolio derisking and fundamental improvement in credit

performance Net charge-offs increased period over çeriodfor the consumer credit card portfolio which was

purchased during the second quarter of 2011 InadditiOntolower levels of charge-c ffs credit quality metriCS

have improved during2012 comparedto 2011 including lower lee1s of non-accrual criticized and classified

loans and lower inflows of non-accrual loans The provision for loan losses totaled $213 million for the year

ended 2012 compared to $1.5 billion for the
year

ended 2011 Net charge-offs exceeded the provision for loan

losses for 2012 primarily resulting from the continued improving credit mŁthcs referred to above as well as an

overall reduction in loanbalances problem loan resolutions and continuing mix shift in loans out of higher risk

investor real Œstªte and into less risky cOmmercial and industrial loans

Management considers the current level of allowance for credit losses appropriate to absorb losses inherent

in the loan portfolio and unfunded commitments Managements determination of the appropriateness of the

allowance for credit losses requires the use of judgments and estimations that may change in the future Changes

in the factors used by management to determine the appropriateness of the allowance or the availability of new

infOrmation could cause the allowance for credit losses to be increased or decreased in future periods In

addition bank regulatory agencies as part of their examination process may require changes in the level of the

allowance base.d on their judgments and estimates

Given continued economic pressures and the anticipated slow economic recovery management expects that

net loan charge offs in 2013 will continue to improve compared to 2012 Economic trends such as real estate

valuations interest rates and unemployment will.iupact the future levels of net charge-offs and provision and

may result in volatility from quarter to quarter during 201.3 Additionally changes in circumstances related to

individually large credits or certain portfolios may result in volatility Details regarding the allowance and net

charge-offs induding an analysis of activity from the previous years totals are included in Table 17

Allowance for CreditLosses
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Activity in the allowance for credit losses is summarized as follows

2011 2010 2009 2008

In millions

Table 17Allowance for Credit Losses

2012

Allowance for loan losses at January 2745 3185 3114 1826 1321

Loans charged off

Comniercialand industrial 203 294 429 384 235

Commercial real estate mortgageoviIer occupied 193 248 225 89 60

Commercial real estate constructionowner occupied 25 19 12

Commercial investor real eitate mortgage 226 685 879 590 328

Commercial investor real estate construction 46 195 565 488 556

Residential first mortgage
147 220 240 206 83

Home equity 266 353 432 442 243

Indirect 23 23 34 68 56

Consumer credit card 45 13

Other consumer 66 68 83 83 66

1223 2107 2912 2369 1639

Recoveries bfloans previouslycharged-off

Commercial and industrial 61 36 33 28 26

Commercial real estate mortgageowner occupied 16 14 11

Commercial real estate constructionowner occupied

Commercial investor real estate mortgage 36 27 14

Commercial investor real estateconstruction 10

Residential first mortgage

Home equity
32 25 18 27 17

Indirect 10 15 21 15

Consumer credit card

Other consumer 15 16 16 17 18

184 137 120 116 92

Net charge-offs

Commercial and industrial 142 258 396 209

Commercial real estate mortgageowner occupied 177 234 214 55

Commercial real estate constructionowner occupied 24 10

Commercial investor real estate mortgage 190 658 865 324

Commercial investor real estate construction 189 555 553

Residential first mortgage
217 238 81

Home equity 328 414 226

Indirect 13 19 41

Consumer credit card 13

Other consumer 52 67 48

1970 2792 1547

Allowance allocated to sold loans and loans transferred to loans held

for sale

Provision for loan losses 1530

Allowance for loan losses at December 31 2745

Reserve for unfunded credit commitments at January 71

Provision credit for unfunded credit commitments

Reserve for unfunded credit commitments at December 31 78

Allowance for credit losses 2823

Loans net of unearned income outstanding at end of period $77594

Average loans net of unearned income outstanding for the period $80673

Ratios

Allowance for loan losses at end of period to loans net of

unearned income 2.59% 3.54% 3.84% 3.43% 1.87%

Allowance for loan losses at end of period to non-performing

loans excluding loans held for sale 1.14x 1.16x

Net charge-offs as percentage of

Average loans net of unearned income 1.37% 2.44% 3.22% 2.38% 1.59%

Provision for loan losses 487.8 128.8 97.5 63.6 75.2

37

142

234

15

43

51

1039

356

83

18

582

484

202

415

47

66

2253

3541

3114

74

74

3188

$90674

$94523

213

1919

78

83

2002

$73995

$76035

2863

3185

74

71

3256

$82864

$86660

2057

1826

58

16

74

1900

$97419

$97601

1.Olx 0.89x
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Allocation of the allowance for loan losses by portfolio segment and class is summarized as follOws

Table 18Allocation of the Allowance for Loan Losses

2012 2011 2010 2009 2008

Loans Loans Loans Loans Loans
Allocation in Each Allocation in Each Allocation in Each Allocation in Each Allocation in Each

Amount Category Amount Category Amount Category Amount Category Amount Category

Dollars in millions

Commercial and

industrial 497 36.1% 586 31.6% 641 27.2% 638 23.8% 466 24.2%

Commercial real estate

mortgageowner

occupied 342 13.6 427 14.4 395 14.5 328 13.3 172 12.0

Commercial real estate

constructionowner

occupied 0.4 17 0.4 19 0.6 37 0.8 48 1.6

Total commercial 847 50.1 1030 46.4 1055 42.3 1003 37.9 686 37.8

Commercial investor real

estate mortgage 424 9.2 784 12.5 i030 16.4 929 17.8 403 14.9

Commercial investor real

estate construction 45 1.2 207 1.3 340 2.8 536 6.2 369 9.3

Total investor real

estate 469 10.4 991 13.8 1370 19.2 1465 24.0 772 24.2

Residential first

mortgage 254 17.5 282 17.8 295 18.0 213 17.2 87 16.3

Home equity 252 16.0 356 16.8 414 17.2 374 17.0 235 16.5

Indirect 20 3.2 17 2.4 17 1.9 26 2.7 28 4.0

Consumer credit card 45 1.2 37 1.3

Other consumer 32 1.6 32 1.5 34 1.4 33 1.2 18 1.2

$1 919 1000% $2745 1000% $3 185 1000% $3 114 1000% $1 826 1000%
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TROUBLED DEBT RESTRUCTURINGS TDRs

Residential first mortgage home equity and other consumer TDRs are consumerloans modified underthe

Customer Assistance Program CAP Commercial and investor real estate loan modifications are not the result

of fonnal program but represent situations where modification was offered as workout alternative As result

of clarified accounting literature that was effective in the third quarter of 2011 renewals of classified commercial

and investor real estate loans are refutably considered to be TDRs even if no reducti6n in interest rate is offered

because the existing terms are cOnsidered to be below market Refer to Note Allowance for Credit Losses to

the consolidated finàncil statements for detailed information

The following table summanzes TDRs

Table 19Troubled Debt Restructurings

Deàember 312012 December 312011

Allowance Allowance

Loan for Loan Loan for Loan

Balance Losses BaIane Losses

In millions

Accruing excluding 90 days past due and still accruing

Commercial 500 67

Investor real estate 873 112

Residential first mortgage 984 131

Home equity 391 35

Other consumer 41

2789 346

Non-accrual status or 90 days past due and still accruing

Commercial

Investor real estate

Residential first mortgage

Home equity

Note All loans listed in the table above are considered impaired under applicable accounting literature

$492 $89
.995

900 132

407 57

56

2850 533

291 83 353 100

251 73 473 146

201 27 210 31

37 33

780 186 1069 282

$3569 $532 $3919 $815
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Non-Performing Assets

Non-performing assets consist of loans on non-accrual status and foreclosed properties and are summarized

as follows

Table 20Non-Performing Assets

2012 2011 2010 2009 2008

Dollars in millions

Non-performing loans

Commercial and industrial 409 457 467 427 176

Commercial real estate mortgageowner occupied 439 590 606 560 157

Commercial real estate constructionowner occupied 14 25 29 50 26

Total commercial 862 1072 1102 1037 359

Commercial investor real estate mortgage 457 734 1265 1203 292

Commercial investor real estate construction 20 180 452 1067 273

Total investor real estate 477 914 1717 2270 565

Residential first mortgage 214 250 285 180 125

Home equity
128 136 56

Total non-performing loans excluding loans held for sale 1681 2372 3160 3488 1052

Non-performing loans held for sale 89 328 304 317 423

Total non-performing loans 1770 2700 3464 3805 1475

Foreclosed properties 149 296 454 607 243

Total non-performing assets $1919 $2996 $3918 $4412 $1718

Accruing loans 90 days past due

Commercial and industrial 19 28 24 14

Commercial real estate mortgageowner occupied .16

Commercial real estate constructionowner occupied fl

Total commercial 25 37 16 42 26

Commercial investor real estate mortgage 11 13 22 12

Commercial investor real estate construction 12

Total investor real estate 11 13 30 24

Residential first mortgage 307 284 359 361 275

Home equity
87 93 198 241 214

Indirect

Consumer credit card 14 14

Other consumer

450 447 585 688 554

Restructured loans not included in the categories above $2789 $2850 $1483 $1608 455

Non-performing loans to loans and non-performing loans held

for sale 2.39% 3.47% 4.17% 4.18% 1.51%

Non-performing assets to loans foreclosed properties and

non-performing loans held for sale 2.59% 3.83% 4.69% 4.82% 1.75%

Exclusive of accruing loans 90 days past due
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NonperfOrming assets totaled $1.9 billion at Decernber3 2012 compared to $3.0 billion atDecember 31
2011 Foreclosed properties subset of non-performing assets totaled $149 million and $296 million at

December 31 2012 and December 31 2011 respectively The decrease in non-performing assets and foreclosed

properties during 2012 reflects the Companys efforts to work through problem assets and reduce the riskiest

exposures

Based on current expectations for the economy non performing assets are expected to improve in 2013

compared to 2012 Econoiriic trends such as real estate valuations interest rates and unemployment as well as

the level of disposition activity will impact the future level of non performing assets Circumstances related to

rndividually large credits may result in volatility throughout 2013

Loans past due 90 days or more and still accruing were $450 million at December 31 201 slight increase

from $447 million at December 31 2011

At December 31 2012 Regions had approximately $250 $350 million of potential problem commercial and

investor real estate loans that were not included in non accrual loans but for which management had concerns as

to the ability of such borrowers to comply with their present loan repayment terms This is likely estimate of

the amount of commercial and investor real estate loans that may migrate to non accrual status in the next

quarter

In order to arrive at the estimate of potential problem loans persoinel from geographic regions forecast

certain larger dollar loans that may potentially be downgraded tonon-acciuaL ata future tithe dependiægon the

occurrence of future events These personnel consider variety of factors including the borrowers capacity and

willingness to meet the contractual repayment terms make principaFcurtailments or provide additional collateral

when
necessary

and provide current and complete financial information including global cash flcws contingent

liabilities and sources of liquidity probability weighting is assigned to the listing of loans rduŁ to the iinherent

level of uncertainty related to potential actions that borrower or guarantor may take to prevent the loan from

reaching problem status Regions assigns the probability weighting based on an assessment of the .likelihodd that

the necessary actions required to prevent problem loan status will occur Additionally for other loans for

example smaller dollar loans factor based on trends and experience is applied to determine the estimate of

potential future downgrades Because of the inherent uncertaintyin forecasting future events the estimate of

potential problem loans ultimately represents the estimated aggregate dóIlÆrathounts of loans as opposed to an

individual listing of loans

The majority of the loans on which the potential problem loan estimate is based are classified as substandard

accrual Detailed disclosures for substandard accrual loans as well as other crei alityrneric are included in

Note Allowance for Credit Losses to the consolidated financial statements
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The following table provides an analysis .of non-accrual loans excluding loans held for sale by portfolio

segment for the year ended December 31 2012

Table 21Analysis of Non-Acºrual Loans

Non-Accrual Loans Excluding Loans Held for Sale

Year Ended December 31 2012

Investor

Commercial Real Estate Consumer Total

In millions

Balance at beginning of year $1072 914 $386 $2372

Additions 841 698 30 1509

Net payments/other activity 348 427 775
Return to accrual 101 213 314

Charge-offs on non-accrual loans 390 261 657
Transfers to held for sale 120 178 302
Transfers to foreclosed

properties 67 28 95
Sales 25 28 57

Balance at end of year
862 477 $342 $1681

All net activity within the consumer portfolio segment other than sales and transfers to held for sale is

included as single net number within the additions line due to the relative immateriality of consumer non-

accrual loans

Includes charge-offs on loans on non-accrual status and charge-offs taken upon sale and transfer of non-

accrual loans to held for sale

Transfers to held for sale are shown net of charge-offs of $163 million recorded upon transfer

The following table provides an analysis of non-performing loans held for sale for the years ended 2012 and

2011

Table 22Non-Performing Loans Held For Sale

Balance at beginning of period 328

Transfers in 302

Sales 470
Writedowns

Loans moved from held for sale/other activity 29
Transfers to foreclosed properties 33

_____

Balance at end of period
89

_____

During the third quarter of 2011 there were $12 million in transfers from accruing loans held for sale to

non-performing loans held for sale

For additional discussion see Note Allowance for Credit Losses to the consolidated financial

statements

Year Ended December 31

2012 2011

In millions

304

778

666
16
40

_____
32

_____
328

90



Premises and Equipment

Premises and equipment are stated at cost less accumulated depreciation and amortization as applicable

Premises and equipment at December .3 2012 decreased $96 million to $2.3 billion compared to year-end 2011

This decrease primarily resulted from the sale of Morgan Keegan and depreciation expense on existing assets

Goodwill

Goodwill totaled $4.8 billion at both December 31 2012 and 2011 and was reallocated to the new reporting

units during 201 2.Refer to the Critical Accounting Policies section earlier in this report for detailed

discUssions of the Companys methodology for testing goodwill for impairment Refer to Note Summary of

Significant Accounting Policies and Note hitangible Assets to the consolidated financial statements for the

methodologies and assumptions used in Step One of the goodwill impairment test and further details on the

reallocation Additionally Note Summary of Significant Accounting Policies to the consolidated financial

statements includes information related to the fair value measurements of certain assets and liabilities and the

valuation methodology of such pricing which is also used for testing goodwill for impairment

Mortgage Servicing Rights

Mortgage servicing rights at December 3.1 2012 totaled $191 million compared to $182 million at

December 31 2011 An analysis of mortgage servicing rights is presented in Note Servicing of Financial

Assets to the consolidated financial statements The balances shown represent the right to service mortgage

loans that are owned by other investors and are presented at fair value Data and assumptions used in the fair

value calculation as well as certain sensitivity estimates are also presented in Note

Other Identifiable Intingible Assets

Other identifiable intangible assets totaled $345 million at December 31 2012 compared to $449 million at

December31 2011 The year-over-year decrease was due to amortization of core depcsit intangibles and the

purchased credit card intangibles See Note Intangible Assets to the consolidated financial statements for

further information

Foreclosed PrOperties

Other real estate and certain other assets acquired in foreclosure
are reported at the lower of the investment

in the loan or fair value of the property less estimated costs to sell The following table sunimarizes foreclosed

property activity for the years ended December 31

Table 23Foreclosed Properties

2012 2011

In millions

Balance at beginning of year 296 454

Transfer from loans 294 532

Valuation adjustments 66 161
Foreclosed property sold 370 518
Payments and other 11

147 158
Balance at end of year 149 296

Note Approximately 96 percent and 73 percent of the ending balances as of December 31 2012 and 2011
respectively relates to properties transferred into foreclosed properties during the corresponding calendar year
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Valuation adjustments are primarily recorded in other non-interest expense adjustments are also record.edas

charge to the allowance for loan losses if incurred within 60 days after the date of transfer from loans

Valuation adjustments are pnmarily post foreclosure wnte downs that are result of continued declining

property values based on updated appraisals or other indications of value such as offers to purchase Foreclosed

property sold represents
the net book value of the properties

sold

Other Assets

Other assets decreased $2.6 billion to $6.2 billion as of December 31 2012 Securities sold butnot .yet

settled balances at the end of 2011 which did not repeat in 2012 and lower derivative assets primarily drove the

decrease Reduced foreclosed properties deferred income.taes arprepaid expense balances alo contributed to.

the year-over-year decrease ..

Deposits

Regions competes with other banking and financial services companies for share of the deposit market

Regions ability to compete in the deposit market depends heavily on the pricing of its deposits and how

effectively the Company meets customers needs Regions employs various means to meet those needs and

enhance competitiveness such as providing high level of cüstdmer service competitive pricing and providing

convenient branch locations for its customers Regions also serves customers through providing cntralized

high-quality banking services and alternative product delivery channels sticK as internet banking

Deposits are Regions primary source of funds providing fundingfor 88 percent of average interest-earning

assets from continuing operations in 2012 and 85 percent of average interest-earning assets from continuing

operations in 2011 Table 24 Deposits details year over year deposits on penod ending basis Total deposits

at December 31 2012 decreased approximately $153 million compared to year-end 2011 levels The overall

decrease was driven by significant decrease in time depositS This decrease was largely offset by increases in

almost all categories of low-cost deposits Regions contitiuØd to focus on shifting the overall deposit mix toward

low-cost deposits with an emphasis on non-interest-bearing dŁmànd and interest-beating tfasaction accounts in

an effort to reduce funding costs

Customer deposits which exclude deposits used for wholesale funding purposes decreased by 0.2 percent

to $95.5 billion on an ending basis during 2012 Due to liquidity in the market Regions has been able to steadily

grow its low cost customer deposits and reduce its total deposit costs from 078 percent in 2010 to 49 percent

in 2011 and to 030 percent in 2012

Table 24Deposits

2012 2011 2010

In millions

Non-interest-bearing demand $29963 $28209 $25683

Savings accounts 5760 5159 4668

Interest-bearing transaction accounts 21 .19388 13423

Money market accounts__domestic 24901 23028 27396

Money market a.ccounts_foreign
311 460 643

Low-cost deposits
82031 76244 71813

Time deposits
13443 19378 22784

Customer deposits
95474 95622 94597

Corporate treasury time deposits
... 17

$95474 $95627 $94614

Prior period amounts have been reclassifiedto conform to current period classification
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Regions elected to exit the Federal Deposit Insurance Corporations FDIC Transaction Account

Guarantee TAG program on July 2010 The TAG program was component of the Temporary Liquidity

Guarantee Program whereby the FDIC guaranteed all funds held at
participating institutions beyond the

$250 000 deposit insurance limit in qualifying transaction accounts Regions decision to exit the program did

not have significant impact on liquidity When the Dodd Frank Act was enacted in July 2010 it permanently

increased the FDIC coverage limit to $250000 AlsO ªsa result Of the DOddFrank Act effective as of

December 31 2010 unlimited
coverage

for non-interest bearing demand transaction accounts was provided until

the expiration date of the program which was January 2013 In early 2013 ndn-interestbearingltransaction

accoints have declined but the overall impact to deposit balances and liquidity has not been sgnificait and is

within expectations

Within customer deposits non interest bearing demand deposits increased $1 billion to $30 billion

driven pnmarily by an increase in non interest bearing deposits from commercial and small businesses Non
interest bearing deposits accounted for approximately 31 percent of total deposits at year-end 2012 compared to

29 percent at year-end 2011 Savings balances increased $601 million to $5 billion generall reflecting

continued consumer savings trends spurred by ecOnomic uncertainty Interest-bearingtransaction aØcounts

increased $1.7 billion to $21.1 billion due to Regions focus on shifting the mix of deposits Interest-bearing

transaction deposits accounted for approximately 22 percent of total deposits at year end 2012 compared to 20

percent at year-end 2011

Domestic money market products which exclude foreign money marketaccounts are one.of Regions most

significant funding sources These balances increased percent in 2012 to $24.9 billion or 26 percent of total

deposits compared to 24 percent of total deposits in 2011 another reflection of the shifting in the mix of deposits

Included in customer time deposits are certificates of deposit and individual retirement accounts The

balance of customer time deposits decreased 31 percent in 2012 to $13.4 billion compared to $19.4 billion in

20-1 The decrease was primarily due to maturities with minimal reinvestment custOmers as result of the

continued decline in rates offered on these products Customer time-deposits accounted for 14 percentof total

deposits in 2012 compared to 20 percent in 2011 --

Consistent with 201 total treasury deposits which are used mainly for overnight funding purposes
remained at low levels in 2012 as the Company continued to utilize customer-based funding and other sources

The Company choice of overnight funding sources is dependent on the Company particular funding needs

and the relative attractiveness of each source

The sensitivity of Regions deposit rates to changes in market interest rates is reflØctedin Regions âverage
interest rate paid oninterest-bearing deposits The rate paid on interest-bearing-deposits decieÆsed tO 0.43 percent
in 2012 from 0.69 percent in 201 drivenby the expiration of time deposits thepositive mi shift tO low ost
customer products and continuation of the low interest rate environment throughout 2012 Table 25 Maturity of

Time Deposits of $100000 or More presents maturities of time deposits of $100000 or more at December 31
2OlZarid2Oll

Table 25Maturity of Time Deposits of $100000 or More

2012 2011

In millions

Time deposits of $100000 or more maturing in

months or less $1002 $1216
Over through months 1168 1504
Over through 12 months 900 1910
Over l2months -1949 3061

$5019 $7691
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Short-Term Borrowings

See Note 11 Short Term Borrowings to the consolidated financial statements for summary of these

borrowings at December 31 2012 and 2011 Short term borrowings totaled $1 billion at December 31 2012

compared to $3 billion at December 31 2011 The levels of these borrowings can fluctuate depending on the

Company funding needs and the sources utilized as well as result of customers activity

COMPANY FUNDING SOURCES

Short term borrowings used as source of funding for the Company totaled $21 million at December 31

2012 compared to $1.0 billion at December 31 2011 At December 31 2012 federal funds purchased were the

only Company sources of short-term borrowings At December 31 2011 federal funds purchased ecurjies sold

under agreements to repurchase and other short term borrowings were outstanding Other short term borrowings

were related to Morgan Keegan and included borrowings under lines of credit that Morgan Keegan maintained

with unaffiliated banks As of December 31 2012 there were no other short term borrowings related to Morgan

Keegan outstanding as result of the sale of Morgan Keegan on April 2012

Table 26 Selected Short Term Borrowings Data provides selected information for certain short term

borrowings used for funding purposes for the years 2012 2011 and 2010

Table 26Selected Short Term Borrowings Data

2012 2011 2010

Dollars in millions

Federal funds purchased

Balance atyearend 21 18 19

Average outstanding basedon average daily balances 21 19 68

Maximum amount outstanding at any month-end 28 22 1Q6

Weighted-average interest rate at year end 0.1% 0.1% 0.1%

Weighted-average interest rate on amounts outstanding during the year based on

averagedaily balances
0.1% 0.1% 0.1%

Secunties sold under agreements to repurchase

Balance at year
end $969 763

Average outstanding based on average daily balances 633 419 456

Maximum amount outstanding at any month-end 1940 969 1151

Weighted-average interest rate at year end 0.2% 03%

Weighted-average interest rate on amounts outstanding during the year based on

average daily balances 0.1% 0.6% 0.2%

The negative weighted-average interest rates on securities sold under agreements to repurchase during 2011

were the result of in part Regions entering into reverse-repurchase agreements There are times when financing

costs associated with these transactions are lower than typical repurchase agreement rates as result of supply

and demand imbalance in particular collateral Since short-term repurchase agreement rates were ckse to zero

during the last half of 2011 the supply and demand imbalance related to securities that Regions owned led to

negative fmancing rates

CUSTOMER-RELATED BORROWINGS

Short-term borrowings that are the result of customer activity related to investment opportunities or

brokerage interests totaled $1.6 billion at December 31 2012 compared to $2.1 billion at December 31 2011

The decrease between periods was due to decreased brokerage customer liabilities and short sale liabilities as

result of the sale of Morgan Keegan on April 2012

94



Repurchase agreements are also offered as commercial banking products as short-terminvestnient

opportunities for customers At the end of each business day customer balances re swept into the agreement

account In exchange for cash Regions sells the customer securities witha commitment to repurchase them on

the followingbusiness day The repurchase agreements are collateralized to allow for market fluctuations

Securities from Regions Banks investment portfolio are used as collateral From the cutorners perspective
the

investment earns more than traditional money market instrument From Regions standpoint the repurchase

agreements are similar to deposit accounts although they are not insured by the FDIC or guaranteed by the

United Statesor governmental agencies Regions Bank does not manage the level of thesinvestments on daily

basis as the transactions are initiated by the custothers The level ofthese borrowingscan fluctuate significantly

on day-to-day basis

Long-Term Borrowings

Regions long-term borrowings consist primarily of FHLB borrowings senior notes subordinated notes and

other long-term hotes payable Total long-term borrowings decreased $2.2 billion to $5.9 billion at December 31

2012 At the parent company the decrease resulted from the maturity of approximately $950 million of

subordinated and senior notes Additionally at the parent company $345 million of 8.875% Junior Subordinated

Notes were redeemed during 2012 resulting in an$1 million loss on early extinguishment of debt At thebank

level approximately $902 million of FHLB advances were prepaid during 2012 realizing an immaterial pre-tax

loss on early extinguishment The weighted-average interest rate on total long-term debt including theeffect of

derivative instruments was 4.7% 3.3% and 3.2% for the years ended December 31 2012 2011 and 2010

respectively See Note 12 Long-Term Borrowings to the consolidated financial statements for further

discussion and detailed listing of outstandings and rates

Other Liabilities

Other liabilities decreased $808 million to $2.9 billion as of December 31 2012 The decrease was primarily

driven by lower derivative liabilities and accrued employee benefit costs as well as the reduction of liability

related to third-party inveitment iii REIT as result of an early termination of the investment These

decreases were partially offset by the establishment of the indemnification obligation related to the sale of

Morgan Keegan to Raymond James See Note Discontinued Operations and Note 23 Commitments

Coat ngencies and Guarantees for additional information

Ratings

Th March pf 2012 Standard Poors SPupgraded the credit ratings for ech of the obligations Of both

Regions FinanciÆJCorporaton and Regions Bank The upgrades were attributable to the March 2012 common

stock offering of approximately $875 million net of issuance costs as well as the redemption of 3.5 millIon

shares of Series preferred stock In February of 2012 Moodys revised its outlook for Regions Financial

Corporation from negative to stable

On March 2012 Fitch Ratings Fitch downgraded the junior subordinated notes of Regions Financial

Corporation This ratings action was part of global review of securities impactedin part by capital requirements

set forth in asel III as well as Fitchs view regarding the likelihopd of sovereign support

On June 13 2012 Dominion Bond Rating Service DBRS revised its outlook for Regions Financial

Corporation from negative to stable.

On October 30 2012 Fitch revised its outlook for Regions Financial Corporation from stable to positive

On December 17 2012 Moodys upgraded the long-term ratings of Regions Financial Corporationandits

subsidiaries Regions Financial Corporation was upgraded to Bal from Ba3 for senior debt Its lead bank
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Regions Bank was upgraded to Baa3 from Ba2 for long-term debt to Baa3 from Bal for long-term..deposits and

to Prime-3 from Not-Prime forshort-term deposits The standalone bank financial strength rating was affirmed at

but its baseline credit assessment wasraised to Baa3 from Bal The holding companys short-termrating

was affirmed at Not-Prime Following the rating action the outlook is stable The upgrade reflects Regions

improved asset quality The upgrade also incorporatesRegions enhanced risk management infrastructure .and

reduced asset concentrations placing the company in better positiontoweather another real estate cycle

Table 27 Credit Ratings reflects the debt ratings information of Regions Fin cial Corporation and

Regions Bank by SP Moodys Fitch and.DBRS as of December 31 2012 and 2011

Table 27Credit Ratings

As of Deceniber 312012

.Stanard

Poors DBRS

Regions Financial Corporation

Seniornotes BBB- Bal BBB BBB
Subordinated notes BB Ba2 BB BBBL
Junior subordinated notes BB Ba3 BBBL

Regions Bank ..

Short-termdebt ..... A-2 P-3 F3 R-2H

Long-term bank deposits BBB Baa3 BBB BBBH
Long-term debt BBB Baa3 BBB- BBBH
Subordinated debt BBB- Bal BB-i- BBB

Outlook Stable Stable Positive Stable

AsofDecember3l2011

Standard

Póor Moodys Fitch DBRS

Regions Financial Corporation

Senior notes BB Ba3 BBB BBB
Subordinated notes BB BB BBBL
Junior subordinated notes B2 BB BBBL

Regions Bank

Short-term debt A-3 NP F3 R-2H

Long-term bank deposits .... BBB- Bal BBB BBBH
Long term debt BBB Ba2 BBB- BBBH
Subordinated debt BB Ba3 BB BBB

Outlook Stable Negative Stable Negative

Not Prime

In general ratings agencies base their ratings on man qtm.ntitative and qualitative factOrs including capital

adequacy liquidity asset quality business mix probability of government support and level and quality of

earnings Any downgrade in credit ratings by one or more ratihgs agencies may impact Regions inSevera .wTs
including but not limited to Regions access to the capital markets or short-term funding borrowing cost and

capacity collateral requirements acceptability of its letters of credit and funding of variable rate demand notes

VRDNs thereby potentially adversely impacting Regions financial condition and liquidity See the Risk
Factors section of this Annual Report on Form 10-K for more information

security rating is not recommendation to buy sell or hold securities and the ratings are subject to

revision or withdrawal at any time by the assigning rating agency Each rating should be evaluated independently

of any other rating.
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Stockholders Equity

Stockholders equity was $15.5 billion at year-end 2012 versus $16.5 billion at year-end 2011 On April

20 12 Regions repurchased all 3.5 million shares of the Series preferred ptock issued to the Treasury

Therefore during the second quarter of 2012 Regions derecognized the
carrying value of the Series shares in

the amount of approximately $3 billion and recorded approximately $71 million of amortization related to the

remaining unaccreted discount which reduced net income available to common shareholders The total reduction

to shareholders equity was $3 billion In early May of 2012 Regions repurchaseci the warrant from the

Treasury Department for $45 million The transaction reduced additional paid in capital within stockholders

equity by $45 million The decreases related to the Series and warrant repurchases were offset by the

March 19 2012 issuance of 153 million shares of common stock at $5 90 per share The procçeds from the sale

net of issuance costs increased equity by approximately $875 million On November 2012 Regions issued

$500 million in depositary shares each representing fractional ownership interest in share of the Company
375% Non Cumulative Perpetual Preferred Stock Series

par value $1 00 per share The net proceeds from

the issuance increased equity by approximately $486 million In 2012 net income increased stockholders equity

by $1.1 billion Cash dividends declared reduced stockholders equity by $54 million related to common stock

$125 million related to preferred stock issued to the U.S Treasury and $4 million related to Seres preferred

stock Changes in accumulated other comprehensive income increased equity by $134 million

At December 31 2012 Regions had 23 million common shares available for repurchase through open
market transactions under an existing share repurchase authonzation There were no treasury stock purchases

through open market transactions during 2012 or 2011

Regions ratio of stockholders equity to total assets was 12 77 percent at December 31 2012 and

12.99 percent December 31 2011. Regions ratio of.tangible common stockholders equity stockholders equity

less preferred stock goodwill aid other idntifiable intangibles and the related deferred tax liability to total

tangible assets was 8.63 percent at December 3.1 2012 compared to 6.5.8 percent at December 31 2011 see

Table GAAP to Non-GAAP Reconciliation for further discussion The increase between years was result

of the increase in common stockholders equity discussed above and redution intangible assets

Regions annual dividend was $0.04 per common share in 2012 2011 and 201.0 Regions understands the

importance of returning capital to sharehplders Management will continue to execute the capital planning

process mcluding evaluation of the amount of the common dividend with the Board of Directors and in

conjunction with regulatory supervisors subject tothe Companys results of operations

BANK REGULATORY CAPITAL REQUIREMENTS

Regions and Regions Bank are required to comply with regulatory capital requirements established by
Federal and State banking agencies These regulatory capital requirements involve quantitative measures of the

Companys assets liabilities and certain off-balance sheet items and also qualitative judgments by the

regulators Failure to meet minimum capital requirements can subject the Company to series of increasingly

restrictive regulatory actions Currently there are two basic measures of capital adequacy risk-based measure

and leverage measure See Note 13 Regulatory Capital Requirements and Restrictions to the consolidated

financial statements for further details

In recent years the Federal Reserve and banking regulators began supplementing their assessment of the

capital adequacy of bank based on variation of Tier capital known as Tier common equity This measure

has been key component of assessments of capital adequacy under the Comprehensive Capital Analysis and

Review CCAR process While not currently prescribed in amount by federal banking regulations analysts

and banking regulators have assessed Regions capital adequacy using the Tier common and/or the tangible

common stockholders equity measure Because tangible common stockholders equity and Tier common
equity are not formally defined by GAAP or prescribed in amount by federal banking regulations these measures

97



are considered to be non-GAAP financial measures and other entities may calculate them differently than

Regions disclosed calculations see Table GAAP to Non-GAAP Reconciliation for further details

The Dodd Frank Act requires the Federal Reserve to impose more stnngent capital requirements on bank

holding companies with assets of $50 billion or more Consequently as part of Regions annual CCAR Regions

must submit its annual capital plans to the Federal Reserve As part of the CCAR Regions is required to submit

five scenarios including the Company baseline forecast the Federal Reserve baseline outlook the Company

stress case and both of the Federal Reserve adverse stress case and severely adverse stress case Regions is

required to maintain its capital levels above each minimum regulatory capital ratio and above Tier common

ratio of percent on pro
forma basis under expected and stressful conditions throughout certain time period

horizon Any capital actions requested by Regions must be submitted to the Federal Reserve for approval The

Federal Reserve has committed to responding to Regions capital plans by March 14 2013 The Federal Reserve

intends to publish its results of the supervisory stress test component of CCAR for Regions and all companies

that are participating Additionally Regions intends to publish its own results of the Federal Reserve severely

adverse case stress test for both Regions Financial Corporation and its primary bank subsidiary Regions Bank

Regions is evaluating the anticipated impact of Basel III which is expected to bephased in beginning in

2013 The Federal Reserve has announced delay in the implementation date of the final rules however when

implemented there will be phase in period of up to years The Companys estimated Tier common ratio as

of December31 2012 based on Regions current understanding of the Basel III requirements as proposed by

the U.S Notices of Proposed Rulemaking NPR released in June 2012 was approximatey 8.9 percent and

therefore exceeded the Basel III minimum of percent for Tier common In January 2013 the Basel

Committee published an update that included revisions to the liquidity coverage ratio LCR calculation

Inclusive in this update were provisions
included but not limited to lower deposit run off assumptions and full

implementation on phase-in schedule Starting in 2015 firms will be required to be at minimum compliance

ratio of 60 percent with equal annual increase until the 100 percent minimum requirement is reached in 2019

Based on Regions understanding and interpretation
of the rules for the calculation for the LCR under Basel III

Regions is currently above the 100 percent coverage
minimum The Company anticipates being fully compliant

with the LCR requirements upon finalization and implementation However should Regions cash positirn or

investment mix change in the future Regions ability to meet the liquidity coverage ratio may be impacted

Additionally there is still need for clarification of the Basel III rules as well as interpretation and implementation

by U.S banking regulators sO the ultimate impact of Basel III on Regions is not completely known at this point

The NPR comment period ended in October 2012 ôhanges to the calculation resulting from the comment process

could result in materially different capital ratios from the amounts estimated Because theBasel III capital

calculations are not formally defined by GAAP and are not currently prescribed in amount by the federal banking

regulations these measures are considered to be non-GAAP financial measures and other entities may calculate

them differently than Regions disclosed calculations see Table GAAP to Non-GAAP Reconciliation for

further details

See the 4Supervision and RegulationCapital Requirements subsection of the Business section and the

Risk Factors section for more information As of December 31 2012 Regions Bank had therequisite capital

levels to qualify as well capitalized
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Table 28Capital Ratios

December 31

2012 2011

Dollars in millions

Risk-based capital

Stockholders equity GAAP $15499 $16499
Accumulated other comprehensive income loss 65 69

Non-qualifying goodwill and intangibles 4826 4900
Disallowed deferred tax assets 35 432
Disallowed servicing assets 33 35
Qualifying non-controlling interests 93 92

Qualifying trust preferred securities 501 846

Tier capital 11134 12139

Qualifying subordinated debt 1966 2145

Adjusted allOwance for loan losses 1170 1164
Other 90

Tier capital 3138 3399

Total capital $14272 $15538

Risk-weighted assets regælatory $92811 $91449

Capital ratios

Tier common risk-based ratio non-GAAP 10.84% 8.51%

Tier capital to total risk-weightedassets 12.00 13.28

Total capital to tolal risk-weighted assets 15.38 16.99

Leverage 9.65 9.91

Stockholders equity to total assets 12.77 12.99

Common stockholders equity to total assets 12.38 10.30

Tangible common equity tq tangible assets non-GAAP 8.63 6.58

Taxable income from the two previous tax years and ne year of projected future taxable income may be

applied in calculating deferred tax assets for regulatorycapital purposes

Includes $83 million and $78 million in 2012 and 2011 respectively associated with reserves recorded for

off-balance sheet credit exposures including derivatives

See Table GAAP to Non-GAAP Reconciliation for further details

OFF-BALANCE SHEET ARRANGEMENTS

Regions has certain variable interests in unconsolidated variable interest entities i.e Regions is not the

primary beneficiary Regions owns the common stock of subsidiary business trusts which have issued

mandatorily redeemable preferred capital securities trust preferred securities in the aggregate of $1 billion at

the time of issuance During the fourth quarter of 2012 Regions redeemed all issued and outstanding 8.875%

trust preferred securities issued by Regions Financing Trust III which totaled approximately $345 million These

trusts meet the defmition of variable interest entity of which Regions is not the primary beneficiary the trusts

only assets are juniorsubordinated debentures issued by Regions which were acquired by the trusts using the

proceeds from the issuance of the trust preferred securities-and common stock The junior subordinated

debentures are included in long-term borrowings see Note 12 Long-Term Borrowings to the consolidated

financial statements and Regions equity interests in the business trusts are included in other assets For

regulatory reporting and capital adequacy purposes the Federal Reserve Board has indicated that such trust

preferred securities currently constitute Tier capital but beginning in 2013 trust preferred securities will be

phased out as an allowable component of Tier capital over three-year period Additional discussion regarding

the status of capital treatment for these instruments is included in the Supervision and RegulationCapital

Requirements section of Item of this Annual Report on Form 10-K
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Also Regions periodically invests in various limited partnerships that sponsor affordable housing projects

which are funded through combination of debt and equity Regions maximum exposure to loss as of

December 31 2012 was $774 million which included $197 million in unfunded commitments to the

partnerships Additionally Regions has short-term construction loans or letters of credit commitments with the

partnerships totaling $165 million as of December 31 2012 The funded portion of these loans and letters of

credit was $82 million at December 31 2012 The funded portion is included with loans on the consolidated

balance sheets See Note Variable Interest Entities to the consolidated financial statements for further

discussion

EFFECTS OF INFLATION

The majority of assets and liabilities of financial institution are monetary nature therefore financial

institution dIffers greatly from most commercial and industrial companies which have significant investments in

fixed assets or inventones that are greatly impacted by inflation However inflation does have an important

impact on the growth of total assets in the banking industry and the resulting need to increase equity capital at

higher than normal rates in order to maintain an appropriate equity-to-assets ratio Inflation also affects other

expenses that tend to rise during periods of general inflation

Management believes the most significant potential impact of inflation on financial results is direct result

of Regions ability to manage the impact of changes in interest rates Management attempts to maintain an

essentially balanced position between rate-sensitive assets and liabilities in order to minimize the impact of

interest rate fluctuations on net interest income However this goal can be difficult to completely achieve in

times of rapidly changing rate structure and is one of many factors considered in determining the Company

interest rate positioning The Company is moderately asset sensitive as of December 31 2012 Refer to Table 29

Interest Rate Sensitivity for additional details on Regions interest rate sensitivity

EFFECTS OF DEFLATION

period of deflation would affect all industries including financial institutiOns Potentially deflation could

lead to lower profits higher unemployment lower production and deterioration in overall economic conditions

In addition deflation could depress economic activity and impair bank earnings through increasing the value of

debt while decreasing the value of collateral for loans If the economy experienced severe period of deflation

then it could depress loan demand impair the ability of borrowers to repay loans and sharply reduce bank

earnings

Management believes the most significant potential impact of deflation on financial results relates to

Regions ability to maintain sufficient amount of capital to cushion against future losses However the

Company can utilize certain risk management tools to help it maintain its balance sheet strength even if

deflationary scenano were to develop

RISK MANAGEMENT

Risk identification and risk management are key elements in the overall management of Regions

Management believes the primary risk exposures are market risk liquidity risk counterparty risk international

risk and credit risk Market risk is the price and earnings variability mainly reductions arising fwm adverse

changes in the fair values of financial instruments due to changes in interest rates exchange rates commodity

prices equity prices or the credit quality of debt securities and/or the impact to net interest income based on

changes in interest rates interest rate risk and the associated impact on prepayments prepayment risk Interest

rate risk is the risk to net interest income due tothe impact of movements in interest rates Prepaymentrisk is the

risk that borrowers may repay their loans or other debt earlier than at their stated maturities Liquidity risk relates

to Regions ability to fund present and future obligations Counterparty risk represents the riskthat.a

counterparty will not comply with its contractual obligations International risk or country exposure is defined
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as the aggregation of exposure Regions has with financial institutiotis companies or individuals in given

country outside of the United States Credit risk represents the risk that parties indebted to Regions fail to

perfcrn% as contractually obligated Regions primary credit risk aries from the possibility that borrowers may
not be able to repay loans and to lesserextent the failure of securities issuers and counterparties to perform as

contractually required

Management follows formal
process

for identifying and documenting key risks facing each lire of

business how those risks can be controlled or mitigated and hov mairngement monitors the controls to ensuI2e

that they are effective Separate from risk acceptance there isàiiiridØpendent risk assessment and reporting

program To ensure that risks within the Compani are appropriatel addressed the BOard has designated Risk

ComrnitteeOf outside directors The Risk COmmittees focus on Regions ovàrall risk profile and the

committee receives reports from the Cothpanysmanaement quarterly AdditionallyRegions Internal Audit

Divisioh performs ongoing independent reviews Of the risk managementprocess which are reported to the Audi
Committee of the Board of Directors

Some of the more significant processes used to manage and control these and other nsks are descnbed in the

remainder of this report External factors beyond management control may result in losses despitnsk

management efforts

MARKET RISKINTEREST RATE RISK

Regions prim ry market risk iinterØt rate risk including uncertainty with respect to absolute interest rate

levels as well-as uncertainty with respect to relative interest rate levels which is impacted by both the shape and

the slope of the various yield curves that affect the financial products and services that the Company offers To

quantify this risk Regions measures the change in its net interest income in various interest rate scenrios

compared to base case scenario Net interest income sensitivity is useful short-term indicator of Regions
interest rate risk

Sensitivity MeasurementFinancial simulation models are Regions primary tools used tomeasure interest

rate exposure Using wide range of sophisticated simulation techniques provides management with extensive

information on the potential impact to net interest income caused by changes in interest fates ModŁlsare

structured to simulate cash flows and accrual characteristics of Regions balance sheet Assumptions are made
about the direction and volatility of interest rates the slope of the yield curve and the changing composition of

the balance sheet that result from both stretegic plans and from customer behavior Aræong the assumptions ire

expectatiOns of balance Sheet growth and composition the pricing afid maturity characteristics of existihg

business and the characteristics of future business Interest rate-related risks are expressly considered suchas

pricing spreads the lag time in pricing deposit accounts prepayments and other option risks Regions considers

these factors as well as the degree of certainty Or uncertainty surrounding their future behavior

The primary objective of assetlliability nagement at Regionsis to coordinate balance sheet composition

with interest iate risk managetnent to sustain areasonable and stable net interest income throughout various

interest rate cycles In computing interest rate sØiiitivity fOr measurement Regiotis compares set of altetnative

interest rate scenarios to theresults of base Case scenark based on market forward rates The standard set of

interest rate scenarios includes the traditional instantaneous parallel rate shifts of plus 100 and 200 basis points

Regions also prepares minus 50 basis points scenario as minus 100 and 200 basis point scenarios are not

considered realistic in the current rate einvironment Up-rate scenarios of greater magnitude are also analyzed
and are of increased importance as the current and historic low levels of interest rates increase the relative

likelihood of rapid.and substantial increase in interest rates Regions also includes simulations of gradual

interest rate movements that may more realistically mimic potential interest rate movements These gradual

scenarios include curve steepening flattening and parallel moveniCnts of various magnitudes phased in overt

six-month.period and include rate Shifts of minus 50 basis points and plus 100 and 200 basis points
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Exposure to Interest Rate MovementsAs of December 31 2012 Regions was moderately.asset sensitive

to both gradual and instantaneous rate shifts as compared to the base case for the measurement horizon ending

December 2013 Table 29 Interest Rate Sensitivity illustrates several rate shift scenarios The protractedly low

interest-rate environment that has prevailed.over the past few years has led many borrowers especially those

with loans at fixed rates of interest to refinance or prepay their loans This has resulted in considerable pressure

on net interest margin and net interest income as these loans and fixed rate investment securities were replaced

by other assets at lower yields However at the same time the broader economic conditions and.the level of

short term interest rates in particular produced ample opportunities for the reduction of deposit and borrowing

costs If long-term rates were to decline materially from the recent implied market-forward outlook Regions

loan and securities portfolios would expect to be subject to higher levels of prepayment Deposit costs having

benefited from several years
of very low short-term rates would likely experience additional reduction from

recent levels but the magnitude of decline may not be as pronounced as in the past few years In total Regions

estimates an impact of 50 basis points instantaneous and gradual decline in interest rates at $135 million and

$112 million respectively for the measurement period ending December 2013 Note that where scenarios

would indicate negative interest rates minimum of zero is applied In the converse environment in which rates

rise Regions estimates that the speed of loan and securities prepayment will slow considerably and deposit rates

would nse but the negative impact of these factors would be more than offset by higher rates on new loans and

securities as well as the repricing of existing floating rate loans

Table 29Interest Rate Sensitivity

Estirnted Annual Change in Net Inerest Jncome

Gradual Change in Interest Rates December 31 2012

In millions

200 basis points
402

100 basis points
216

-50 basis points 112

Instantaneous Change in Interest Rates

200 basis points
484

-i-100 basis points
262

-50 basis points 135

Interest rate movements may also have an impact on the value of Regions securities portfoliowhich can

directly impact the carrying value of shareholders equity Regions Jrom time to tire may hedgetilese price

movements with derivatives as discussed below

Derivatives Regions uses financial derivative instruments for management of interest rate sensitivity The

Asset and Liability Committee ALCOwhich consists of members of Regions senior management team in

its oversight role for the management of interest rate sensitivity approves
the use of derivatives in balance. sheet

hedging strategies The most common derivatives Regions employs are fprward rate contracts urçdollar future

contracts interest rate swaps options on interest rate swaps interest rate caps and floors an4.forwaTd sale

commitments Derivatives are also used to offset the risks associated with customer derivatives which inclsicje

interest rate credit and foreign exchange risks

Forward rate contracts are commitments to buy or sell financial instruments at future date at a.specified

price or yield Eurodollar futures contract is future on EurodoUar deposit Eurodollaii.futtires contracts

subject Regions to market risk associated with changes in interest rates Because futures contracts are cash settled

daily there is minimal credit risk associated with Eurodollar futures Interest rate swaps arecontractuaL

agreements typically entered into to exchange fixed for variable or vice versa streams of interest payments. The

notional principal is not exchangedbut is used as reference.for the size ofinterest settlements Interestrate
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options are contracts that allow the bnyer to purchaseor sell financial instrument at predetermined price and
time Forward sale commitments are contractual obligations to sell market instruments at future date for an

already agreed-upon price Foreign currency contracts involve the exchange of one currency fOr another on

specified date and at specified rate These contracts are executed on behalf of the Companyscustomers and are

used to manage fluctuations in foreign exchange rates The Company is subject to the credit risk that another

partywillfailtoperform

Regions has made use of interest rate swaps to effectively convert portion of its fixed-rate funding position

to variable-rate position and in some cases to effectively convert portion of its variable-rate loan portfolio to

fixed-rate Regions also uses derivatives to manage interest rate and pricing risk assçciated with its uortgage

origination business In the period of time that elases between the originatiOn and sale of indrtgage loans
changes in interest rates have the potential to cause decline imthe value of the loans in this held-for4sale

portfolio Futures contracts and forward sale commitments areused to protect the valUe of the loanlpipeline and

loans held for sale from changes in interest rateS and pricing

Regions manages the credit riskof these instruments in much the same way as it manages credit risk of the

loan portfolios byestablishing credit limitsfor each counterparty and through collateral agreements for dealer

transactions For non-dealer transactions the need for collateral is evaluated on an individualtransacticn basis

and is primarily dependent on the financial strength of the counterparty Credit risk is also reduced significantly

by entering into legally enforceable master netting agreements When there is more than one transaction with

counterparty and there is legally enforceable master netting agreement in place the exposure represents the net

of the gain and loss positions ivithand collateral received from and/orposted to that counterparty The Credit

Risk section in this report contains more information on the management of credit risk

Regions also uses derivatives tomeetthe needs of its customers Interest rate swaps interest rate options

and foreign exchange forwards are the most common derivatives sold to customers Other derivatives

instruments with similar characteristics are used to hedge market risk and minimize volatility associated with this

portfolio Instruments used to service customers are held in the trading account with changes in value recorded

in the consolidated statements of operations

The primary objective of Regions hedging strategies istornitigate the impact of interest rate changes from

an economic perspective on net interest income and the net present value of its balance sheet The overall

effectiveness of these hedging strategies is subject to market conditions the quality of Regions execution the

accuracy of its valuation assumptions counterpartycredit risk and changes in intefest rates See Note 20

Derivative Financial Instruments and Hedging Activities to the consolidated financial statements for tabular

summary of Regions year-end derivatives positions and further discussion

On January 2009 Regions began accounting formortgage servicing rights at fair market value with any

changes to fair value being recorded within mortgage income Algo in early 2009 Regions enteredinto

derivative and balance sheet transactions to mitigate the impact of inarket value fluctuations related to mortgage

servicing rights Derivative instruments entered into in the futurecould he materially different from the current

risk profile of Regions current portfolio

MARKET RISKPREPAYMENT RISK

Regions like most financial institutions is subject to changingprepaymentspeedsion mortgage-related

assets under different interest rate environments Prepayment risk iSa significant risk to earnings and specifically

to net interestincome For example mortgage loans and other financial assets may be prepaid by debtor sothat

the debtor may refinance its obligations at lower rates As loans and Oiher financial assetsprepay in falling ate

environment Regions must reinvest these funds in lower-yielding assets Prepayments ofassets catrying higher
rates reduce Regions interest income and overall asset yields ConverseIy ina risiig rate environthent theae

assets will prepay at slower rate resulting in opportunity cost by not having thecash flow to reinvest at higher

103



rates Prepayment risk can also impact the value of securities and the carrying value ofequity Regions greatest

exposures to prepayment risks primarily rest in its mortgage-backed securities portfolio the mortgage fixed-rate

loan portfolio and the mortgage servicing asset all of which tend to be sensitive to interest rate movements

Regions also has prepayment risk that would be reflected in non-interest income in the form of servicing income

on loans sold Regions actively evaluates prepayment exposure as part of its overall net interest income

forecasting and interest rate risk management In particular because current interest rates are relatively low

Regions is actively managing exposure to declining prepayments that are expected to coincide with increasing

interest rates in both the loan and securities portfolios

MARKET RISKBROKERAGE AND OTHER MARKET ACTIVITY RISK

On January 11 2012 Regions entered into stock purchase agreement to sell Morgan Keegan Company

Inc and related affiliates to Raymond James Financial Inc The transaction closed on April 2012 Refer to

Note Discontinued Operations to the consolidated financial statements for furtherdetails

Regions capital markets business which includes derivatives loan syndication and foreign exchange

trading activities expose it to market risk Further the Company is exposed to non-tradingmarket risk from

mortgage hedging activities which include secondary marketing of loans to government-sponsored entities and

mortgage. servicing rights valuation

To manage trading risks arising from interest rate and equity price riskS Regions uses Value at Risk

VAR model along with other risk management methods to measure the potential fair value the Company

could lose on its trading positions given specified statistical confidence level and time-to-liquidate time

horizon The end-of-period 10-day VAR was approximately $521 thousand at December 31 2012 and

$423 thousand at December 31 2011 Maximum 10-day VAR utilization during 2012 was $1.5 million and

average 10-day VAR during the same period was $513 thousand

LIQUIDITY RISK

Liquidity is an important factor in the financial condition of Regions and affects Regions ability to meet the

borrowing needs and deposit withdrawal requirements of its customers Regions intends to fund obligations

primarily through cash generated from normal operations In addition to these obligations Regions has

obligations related to potential litigation contingencies See Note 23 Commitments Contingencies and

Guarantees to the consolidated financial statements for additional discussion of the Companys funding

requirements

Assets consisting principally of loans and securities are funded by customer deposits purchased funds

borrowed funds and stockholders equity Regions goal in liquidity management is .to satisfy the cash flow

requirements of depositors and borrowers while at the same time meeting the Companys cash flow needs The

challenges of the current market environment demonstrate the importance of having and using various sources of

liquidity to satisfy the Companys funding requirements

In order to ensure an appropriate level of liquidity is maintained Regions performs specific procedures

including scenario analyses and stress testing at the bank holding company and affiliate levels Regions holding

company cash is managed to conservative three step evaluation The Minimum Cash Requirement utilizes

three step process
that requiies the parent to hold the greater of two years of corporate dividends debt service

and maturities by utilizing cash on hand and the next four quarters expected dividend capacity from Regions

Bank enough cash on hand with no upstreamdividend capacity from Regions Bank to meet corporate

dividends debt service payments and maturities fo the next 12 months or minimum cash requirement of

$500 million Regions runs similar testing scenarios and has minimum liquidity requirements for the bank and

subsidiaries The Companys funding and contingency planning does not currently include any reliance on

unsecured sources Risk limits are established within the Companys.ALCO which regularly reviews compliance
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with the established limits.Regions parent company cash and cash equivaientsas of December 31 2012 was

$857 million

Regions contractual obligations and expected payment dates are presented in the following table

Table 30Contractual Obligations

Payments Due By Period

Less than More than Indeterminable

Year -3 Years 45 Years Yea Maturity
_________

inmlllions
Deposits 881 $2643 $2197 22 $82031 95474

Short4ermborrowings .. 1574 1574

Long-term borrowings 751 2544 2562 5861

Lease obligations 131 236 171 397 935

Purchase obligations 22 30 12 64

Benefit obligations2 .. 14 30 67 152

Commitments to fund low income

housingpartnerships3 280 280

Unrecognizedtaxbenefits4 56 56

Indemnification obligation 345 345

Visa litigation 22 22

$11353 $5828 $2425 $3048 82109 $104763

Deposits with indeterminable matunty include non interest beanng demand savings interest bearing

transaction accounts and money market accounts

Amounts only include obligations related to the unfunded non-qualified pension plan and postretirement

health care plan

Commitments to fund low income hOusing partnerships do not have defined matunty dates Therefore they

have been considered due on demand matunng one year or less

Includes liabilities for unrecognized tax benefits of $55 million and tax related interest and penalties of

$1 million See Note 19 Income Taxes to the consolidated financial statements

See Note 23 Conumtments Contingencies and Guarantees to the consolidated financial statements for the

Companys comniercial commitments at December 31 2012

See Note 23 Commitments Contingencies and Guarantees to the consolidated financial statements for

descnption of the indemnification obligation to Raymond James and the rationale for the expected payment

timeframe

The securities portfolio is one of Regions primary ources of liquidity Maturities of securities provide

constant flow of funds available for cash needs see Note4 Securities to the consolidated financial statements

The agency guaranteed mortgage portfolio is another source of liquidity in various secured borrowing capacities

Maturities in the loan portfolio also provide steady flow of funds see Tab11 Selected Loan

Maturities At December 31 2012 commercial loans andinvestor real estate mortgage and construction loans

with an aggregate balance of $10 billion were due to mature in one year or less although Regions may renew

some of these lending arrangements if the risk profile is acceptable Additionally secunties of $38 million were

due to contractually mature in one year or less Additional funds are provided from payments on consumer loans

and one to four family residential first mortgage loans In addition liquidity needs can also be met by borrowing

funds in state and national money markets although Regions does not currently rely on unsecured wholesale

market funding Historically Regions liquidity has been enhanced by its relatively .stabe customer deposit base

Regions elected toexit the FDIC TAG program on Julyl 2010 The TAG program was componentof

the Temporary Liquidity Guarantee Program whereby the FDIC guaranteed ailfunds held at participating

institutions beyond the $250000 deposit insurance limit in qualifying transaction.accounts The decision to exit
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the program did not have significant impact on liquidity The Dodd-Frank Act permanently increased the FDIC

coverage limit to $250000 As result of the Dodd-Frank Act effective December 31 2010 unlimited coverage

for non-interest bearing demand transaction accounts was provided until January 2013 In early 2013 non-

interest bearing transaction accounts have declined but the overall impact to deposit balances and liquidity has

not been significant and is within expectations

Regulation prohibited barks from paying interest on business checking accounts in accordance with the

Glass Steagall Act of 1933 However the Dodd Frank Act repealed Regulation In July 2011 financial

institutions such as Regions were allowed to offer interest on corporate checking accounts Regions responded

to these changes by enhancing its existing core interest-bearing products However due to the low interest rate

environment and unlimited FDIC insuranØe available on non-interest bearing balances until January 2013 the

Company has not experienced nor does it anticipate experiencing significant migration of business customer

balances from non-interest bearing accounts to an interest-bearing account

Due to the potential for uncertainty and inconsistency in the unsecured funding markets Regions has been

maintaining higher levels of cash liquidity by depositing excess cash with the Federal Reserve Bank which is the

primary component of the balance sheet line item interest-bearing deposits in other banks At December 31

2012 Regions had over $3.5 billion in excess cash on deposit with the Federal Reserve Regions borrowing

availability with the Federal Reserve Bank as of December 31 2012 based on assets available for collateral at

that date was $19.6 billion

Regions periodically accesses funding markets through sales of securities with agreements to repurchase

Repurchase agreements are also offered through commercial banking sweep product as short-term investment

opportunity for customers All such arrangements are considered typical of the banking industry and are

accounted for as borrowings

Regions financing arrangement with the FHLB adds additional flexibility in managing its liquidity position

As of December 31 2012 Regions borrowing availability from the FHLB totaled $6 billion FHLB borrowing

capacity is contingent on the amount of collateral pledged to the FHLB Regions Bank and its subsidiaries have

pledged certain residential first mortgage loans on one to four family dwellings and home equity lines of credit

as collateral for the FHLB advances outstanding Additionally investment in FHLB stock is required in relation

to the level of outstanding borrowings Regions held $73 million in FHLB stock at December 31 2012 The

FHLB has been and is expected to continue to be reliable and economical source of funding

In February 2010 Regions filed shelf registration statement with the Securities and Exchange

Commission This shelf registration does not have capacity limit and can be utilized by Regions to issue

various debt and/or equity securities The registration statement will expire in February 2013 Regions expects to

file new shelf registration statement prior to the expiratiofl of the current shelf registration statement In 2012

Regions isued from the shelf 153 million shares of common stock with par value $0.01 per share at $5.90

share as well as 20 million depositary shares each representing 1/40th ownership interest in the Companys

6.375% Non-Cumulative Perpetual Preferred Stock Series with $1.00 par value

Regions Bank Note program allows Regions Bank to issue up to $20 billion aggregate principal amount of

bank notes outstanding at any one time No issuances have been made under this program as of December 31

2012 Notes issued under the program may be senior notes with maturities from 30 days to 15 years and

subordinated notes with maturities from years to 30 years These notes are not deposits and they are not insured

or guaranteed by the FDTC

On December 2012 following notice by the Federal Reserve of proposed rulemaking which would

phase-out the Tier capital treatment of the trust preferred securities Regions redeemed approximately

$345 million of issued and outstanding 8.875% Trust Preferred Securities issued by Regions Financing Trust ilL

Regions determined that the Federal Reserves approval for publication of the notice constituted capital
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treatrienteient as defined in the indenture related to the trust preferred securities which allowed Regions to

redeem the trust preferred securities pursuant to the terms of such securities Regions may from time totime.

consider opportunistically retiring outstanding issued securities including subordinated debt trust preferred

securities and preferred shares in privately negotiated or open market transactions for cash or common shares.

Regulatory approval would be required for retirement of some instruments

Seethe Stockholders Equity section for discussionofthe Federal Reserves Comprehensive Capital

Analysis and Review

COUNTERPARTY RISK

Regions manages and monitors its exposure to other financial institutions also known as counterparty

exposure on an ongoing basis The objective is to ensure that Regions appropriately identifies and reacts torisks

associated with counterpärtiesin atimely manner This exposure may be direct Or indirect and could create
financial credit legal or reputational risk to the Company

.Counterparty exposure may reinlt froma varicty cf transaction types and may include exposure to

commercial banks savings and loans insurance companiesbroker/dealers institutions that provide credit

enhancements and foreign corporate debt issuers Because transactions with counterparty may be generated in

one or mOre departments exposure limits are established for use by iaæous areas of the Company including

treasuryinvestments group capital markets linance the mortgage division and other lines of business

To manage counterparty risk Regions has centralizedapproach to approval management and monitoring

of exposure To that end Regions has dedicated counterparty credit group and credit officer aswellasa

documented counterparty credit policy Exposures to ounterparties are regularly aggregated across leparttneEits

and reported to senior management

INTERNATIONAL RISK

Regions has minimal sovereign creditexposure This inclüdesan immaterial amount in government

securities issued by single non-European sovereign as well as guarantee on leveraged lease from Western

European government agency However Regions does have country exposure which is defined as the

aggregation of exposure with financial institutions companiescor individuals in given country outside of the

United States The majority of these exposures are in the form ofcorporate bonds purchased for the banks

investment portfolio derivative hedges interest rate and foreigir exchange and leveraged lease guarantees This

exposure is concentratedin highly-rated Western European countries but not in those most severely affected by

theEurozoneturmoii ....

In addition to Western Europe and Australia Regions corporate securities include investments in

corporations domiciled in other countries in Eastern Europe and North America Regions has other smaller

exposure in the form of trade confirmations due from clearing accounts and loan participations with

counterprtiesdothiciled in countries in other regions such as Central and South America Asia and the Middle

East/North Africaregion

At December 31 2012 Regions international exposure was approximately $1.2 billion in total

outstandings Approximately 69 percent of the total
exposure

relates to corporate bonds Approximately

55 percent of the total
exposure

relates to highly-rated Western European entities

Regions Counterparty Risk department is responsible for the setting of countty limits and managing of the

outstanding country exposure for all departments of the bank as well as monitoring compliance of the

outstanding exposure to the established limits Reports are sent to Counterparty Risk by the lines of business on

monthly basis to demonstrate their compliance with their set limits Counterparty Risk conducts formal
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quarterly assessment of the exposure on both an outstanding and limit basis which is then distributed to upper

management for re.view

CREDIT RISK

Regions objective regarding credit risk is to maintain high-quality credit portfolio that provides for stable

credit costs with acceptable volatility through an economic cycle See the Credit Quality section found earlier

in this report for further information

Management Process

Regions employs credit risk management process with defined policies accountability and regular

reporting to manage credit risk in the loan portfolio Credit risk management is guided by credit policies that

provide for consistent and prudent approach to underwriting and approvals of credits.Within the Credit POlicy

department procedures exist that elevate the approval requirements as credits become larger and more complex

Generally consumer credits and smaller commercial credits are centrally underwritten based on custom credit

matrices and policies that aremodified as appropriate Largercommercial andinvestor real estate transactions are

individually underwritten risk-rated approved and monitored

Responsibility and accountability for adherence to underwriting policies and accurate risk ratings lies in the

lines of business For consumer and small business portfolios the risk management prcess focuses on managing

customers who become delinquent in their payments and managing performance of the credit scorecards which

are periodically adjusted based on actual credit performaice The credit risk management division works with

commercial relationship teams to analyze and underwrite new business opportunities managethe overall loan

portfolio and perform ongoing credit servicing activities utilizing risk-based approach which incorporates

quantitative and qualitative factors

To ensure problem commercial credits are identified on timely basis several specific portfolio reviews

occur each quarter to assess the larger adversely rated credits for accrual status and if necessary to ensüresüch

individual credits are transferred to Regions Problrn Asset Management Division which specializes in

managing distressed credit exposures

There are also separate and independent commercial.credit and consumer credit risk management

organizational groups These organizational units partner with the business line to assist in the processes

described above including The review and approval of new business and ongping assessments of existing loans in

the portfolio Independent commercial and consumer credit risk management provides for more accurate risk

ratings and the timely identification of problem credits as well as oversight for the Chief Credit Officer on

conditions and trends in the credit portfolios

Credit quality and trends in the loan portfolio are measured and monitored regularly and detailed reports by

product business unit and geography are reviewed by line of business personnel and the Chief Credit Officer

The Chief Credit Officer reviews summaries of these credit reports with executive management and the Board of

Directors Finally the Credit Review department provides ongoing independent oversight of the credit portfolios

to ensure policies are followed credits are properly risk-rated and that key credit control processes are

functioning as intended

Risk Characteristics of the Loan Portfolio

In order to assess the risk characteristics of the loan portfolio Regions considers the current U.S economic

environment and that of its primary banking markets as well as risk factors within the major categories ofloans
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Economic Environment in Regions Banking Markets

One of the pnmary factors influencing the credit performance of Regions loan portfolio is the overall

economic environment in the and the primary markets in which it operates The Great Recessions that

began in December 2007 and ended in June 2009 took severe toll on the economy However by year end

2012 many of the economic headwinds that had restrained the economy had diminished In particular the

housing market is recovering consumers have reduced their leverage and business and consumer confidence has

improved

Considerable improvement is needed before the economy can be considered to have fully healed from the

Great Recession The housing recovery comes from low base and permits starts and sales will be well short of

levels that could be considered normal for some time to come While having fallen to percent by year end

2012 the unemployment rate remains well above level that could be considered consistent with full

employment and at least some of the decline in the unemployment rate to date has come as result of lower

labor force participation rate With what remains high degree of labor market under utilization wage and salary

growth remains weak and uneven which in turn is reflected in slow rate of growth in disposable personal

income particularly when adjusted for inflation

It is expected that the private sector of the economy will continue to strengthen throughout 2013 The

housng market recovery should continue household balance sheets should continue to improve and corporate

balance sheets are iealthy What will remain is highly stimulative monetary policy with the Federal Open
Market Committee FOMC actively engaged in holding down long term interest rates that will be supportive

of the recovery in the broader economy There are however some economic risks that could adversely impact

Regions operating environment over the near term

As 2013 begins federal fiscal policy is exerting drag on the economy with the potential for this drag to

intensify Higher payroll tax rates impact all workers with wage and salary earnings even those who may not pay

personal income taxes This is expected to have material adverse impact on growth in consumer spending

during the first quarterof 2013 Moreover with the sequestration spending cuts set tO take effect Mar ch 12013
the economy is facing roughly $100 billion of cutbacks in federal government expenditures on an annual basis

for the next ten years which would..act as an additional drag on the broader economy Additionally while the

risks of catastrophic outcome in the Euro Zone have been diminished by an aggressive.policy stance by the

European Central Bank the underlying structural constraints that act as significant drag on growth in many
Euro Zone nations have yet to be addressed meaning that Europe cannot be ruled out as downside risk

In summation after the Gross Domestic Product GDP grew at percent in 2012 the economy

GDP is expected to grow approximately 2.0 percent in 20.13.with slower.growth over the first half of the year

and faster growth over the second half of the year Should the
recovery

broaden and strengthen over the second

half of 2013 as is anticipated economic growth would be stronger in 2014

Portfolio Characteristics

Regions has diversified loan portfolio in terms of product type collateral and geography At
December 31 2012 commercial loans represented 50 percent of total loans net of unearned income investor

real estate loans represented 10 percent residential first mortgage loanstotaled 18 percent and other consumer

loans largely home equity lending comprised the remaining 22 percent Following is discussion of risk

characteristics of each loan type

CommercialThe commercial loan portfolio segment totaled $37.1 billion at year-end 2012 and primarily

consists of loans to small and mid-sized commurcial and large corporate customers with business operations in

Regions geographic footprint Loans in this portfolio are generally.underwritten individually and are usually

seeured with the assets of the company and/or the personal guarantee of the business owners Also considered as
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commercial loans are owner-occupied commercial real estate loansto businesses forlong-term financing of land

and buildings Regions attempts to minimize risk on owner-occupied properties by requiring collateral values

that exceed the loan amount adequate cash flow to service the debt and in many cases the personal guarantees

of principals of the borrowers Net charge offs on commercial loans were 89 percent in 2012 compared to

1.40 percent
in 2011

Investor Real EstateThe investor real estate portfolio segment totaled $7.7 billion at year-end 2012 and

includes various loan types large component of investor real estate loans is extensions of credit to real estate

developers and investors for the financing of land or buildings where the repayment is generated from the sale of

the real estate or income generated by the real estate property Net charge offs on commercial investor real estate

mortgage loans were 22 percent in 2012 as compared to 52 percent in 2011 Commercial investor real estate

construction loans are primarily extensions of credit to real estate developers or investors where repayment is

dependent on the sale of real estate or income generated from the real estate collateral These loans are generally

underwritten and managed by specialized real estate group that also manages loan disbursements during the

construction process Net charge offs on commercial investor real estate construction decreased from

11.71 percent in 2011 to 4.03 percent in 2012

Residential First MortgageThe residential first mortgage class in the consumer portfolio segment totaled

$13 billion at year end 2012 and primarily contains loans to individuals which are secured by single family

residences that are originated through Regions branch network Loans of this type are generally smaller in size

than commercial or investor real estate loans and are geographically dispersed throughout Regions market areas

with some guaranteed by government agencies or private mortgage insurers Losses on the residential loan

portfolio depend to large degree on the level of interest rates the unemployment rate economic conditions

and collateral values During 2012 losses on single-family residences totaled 1.06 percent as compared to

1.52 percent in 2011

Home EquityThe home equity class in the consumer portfolio segment totaled $11.8 billion at

December 31 2012 as compared to $13.0 billion at December 31 2011 Substantially all ofthis portfolio was

originated through Regions branch network Losses in this portfolio generally track overall econOmic

conditions During 2012 losses on home equity decreäsŁd to 1.90 percent from 2.41 percent in 2011 Most of the

improvemefit in losses came from Florida second liens because property values in Florida markets have either

stabilized or started to increase

IndirectIndirect lending which is lending initiated through third-party business partners is largely

comprised of loans made through automotive dealerships Beginning in late 2010 the Company re-entered

indirect atitO lending During 2012 this portfolio class increased $488 million to $2.3 billion Losses on indirect

loans were 72 percent for 2012 as compared to 75 percent for 2011

Consumer Credit CardDuring 2011 Regions completed the purchase of existing Regions-branded

consumer credit card accounts from FIA Card Services The products are primarily open-ended variable interest

rate consumer credit card loans During 2012 this portfolio class decreased $81 million to $906 million Losses

on consumer credit card were 4.68 percent for 2012 In the third quarter of 2012 Regions assumed the servicing

of these loans from HA Card Services

Other Consumer Other consumer loans include direct consumer installment loans overdrafts and other

revolving credit and educational loans

Allowance for Credit Losses

The allowance for credit losses represents managements estimate of credit losses inherent in the portfolio

as of year-end The allowance for credit losses consists of two components the allowance for loan losses and the

reserve for unfunded credit commitments Management assessment of the appropriateness
of the allowance for

110



credit losses is based on combination of both of these components Regions determines its allowance for credit

losses in accordance with applicable accounting literature as well as regulatory guidance related toreceivabies

and contingencies Binding unfunded credit commitments include items suchas letters of credit financial

guaranteesand bindingunfunded loan commitmeits

Allowance ProcessFactors considered by management in determining the adØuÆcyof the allowance

include but are not limited to detailed reviews of individual loans histoncal and current trends in gross

and net loan charge-offs for the various c1asesof loans evaltiated 53 the Coiiiany policies relating to

delinquent loans and charge-offi the level bfthe allOwance in relation to total loans aiidto historical loss

levels levels and trends in non-performing and past
due loans collateral values of properties securing

loans the composition of the loan portfolio including unfunded credit commitments management

analysis of current economic conditIons migration of loans between riskrating categories and 10 estimation

of inherent credit losses in the portfolio In support of collateral alues Regions obtains updated valuations for

non performing loans on at least an annual basis For loans that are individually identified for impairment in

certain loan categories those valuations are currently discounted from the most recentappraisal to consider

continued declines in property values The discounted valuations are utilized in the rneÆsurementofthe leve1 of

impairment in the allowance calculation For loans that are not individually identified for impairment and secured

by real estate Regions considers the impact of declines in real estatew1uations.in
the loss given 1efau1t

estimates within the allowance calculation

Commercial and Consumer Credit Risk Management and Problem Asset Management are all involved in

the credit nsk management process to assess the accuracy of nsk ratings the quality of the portfolio and the

estimation of inherent credit losses in the loan portfolio This comprehensive process also assists in the prompt

identification of problem credits The Company has taken number of measures to manage the portfolios and

reduce nsk particularly in the more problematic portfolios In addition strong Customer Assistance Program

for consumer lending is in place which educates customers about options and Initiates early contact with

customers to discuss solutions when loan first becomes delinquent

For loans that are not specifically reviewed management uses information from its ongoing review

processes to stratify the loan portfolio into pools sharing common risk characteristics Loans that share commpn

risk characteristics are assigned portion of the allowance for credit losses based on the assessment procss

described above Credit exposures are categorized by type and assignedestimated aiBounts of inherent loss based

on several factors including current and historical loss experience foreacb pool and managements judgment of

current economic conditions and their expected impact on credit performance Adjustments to the allowance for

loan lossescalculated using apooled apprQach are recorded through the provision for 1oai losses adjustmçnts to

the reserve for unfunded credit commitments calculated using pooled approach are recorded through

noninterestexpense

As matter of business practice Regionsmay require some formof credit support such as guarantee

Guarantees are legally binding and entered into simultaneously with the primary loan agreements Regions

underwrites the ability of each guarantor to perform under its guarantee in the same manner and to the same

extent as would be required to underwrite .the repaymentplan of direct obligor This entails obtaining sufficient

information on the guarantor including financial and operating information to sufficiently measure the

guarantors ability to perform under the guarantee Evaluation of guarantors ability and will jngness to pay j.
considered as part of the risk ratingprocess which provides the basis for the allowance for 1oaniosses for the

commercial and .investor real estate portfolio segments In some cases the credit support provided by the

guarantor is integral to the risk rating In concluding that the risk rating is appropriate ..Regions considers

number of factors including whether underlying cash flow is adequate to service the debt payment history and

whether there is appropriate guarantor support Accordingly Regions has concluded that the impact of credit

support provided by guarantors has been appropriately considered in the calculation and assessment of the

allowance for loan losses ..
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Management considers thecurrent level of allowance for credit losses appropriate to absorb losses inherent in the

loan portfolio and unfunded commitments Managements determination of the appropriateness of the allowance for

credit losses which is based on the factors and risk identification procedures previously discussed requires the use of

judgments and estimations that may change in the future Changes in the factors used by management to determine the

appropriateness of the allowance or the availability of new information could cause the allowance for credit losses to

be increased or decreased in future periods Management expects the allowance for credit lossesto total loans ratio to

vary over time due to changes in portfolio balances economic conditions loan mix and collateral values or variations

in other factors that may affect inherent losses In addition bank regulatory agencies as part of their examination

process may require changes in the level of the allowance based on their judgments and estimates

Additional discussion of the methodology used to calculate the allowance for credit losses is included in

Note Summary of Sigmficant Accounting Policies and Note Allowance for Credit Lossesto the

consolidated financial statements Details regarding the allowance for credit losses including an analysis of

activity from the previous years total are included in Table 17 Allowance for Credit Losses Also refer to

Table 18 Allocation of the Allowance for Loan Losses for details pertaining to managements allocation of the

allowance for loanlosses to each loan category

FINANCIAL DISCLOSURE AND INTERNAL CONTROLS

Regions has always maintained internal controls over financial reporting which generally include those

controls relating to the preparation of the consolidated financial statements in conformity with accounting

principles generally accepted in the Regions process for evaluating internal controls over financial

reporting starts with understanding the nsks facing each of its functions and areas how those risks are controlled

or mitigated and how management monitors those controls to ensure that they are in place and effective These

risks control procedures and monitoring tools are documented in standard format This format not only

documents the internal control structures over all significant accounts but also places responsibility on

management for establishing feedback mechanisms to ensure that controls are effective

Regions has also established processes to ensure appropriate disclosure controls and procedures are

maintained These controls and procedures as defined by theSecurities and Exchange Commission SECare

generally designed to ensure that financial and non-financial informatiOn required to bedisciosed in reports filed

with the SEC is reported within the time periods specified in the SECs rules and forms andthat such

infOrmation is communicated to management including the Chief Executive Officer CEOand Chief

Financial Officer CFOas appropriate to allow timely decisions regarding required disclosure

Regions Disclosure Review Committee which includes representatives from the legal risk management

accounting investor relations treasury and audit departments meets quarterly to review recent internal and

external events to determine whether all appropriate disclosures have been made in reports filed with the SEC In

addition the CEO and CFO meet quarterly with the SEC Filings Review Committee which includes senior

representatives from accounting legal risk management audit treasury the lines of business and

administration The SEC Filings Review Committee reviews certain reports to be filed with theSEC including

Forms 10-K and 10-Q and evaluates the adequacy and
accuracy of the disclosures As part of this process

certifications of internal control effectiveness are obtained from accounting treasury legal audit risk

management the lines of business and administration These certifications are reviewed and presented to the

CEO and CFO.as support of the Companys assessment of internal controls over financial reporting The Form

10-K is presented to the Audit Committee of the Board of Directors for approval and the Forms 10-Q are

reviewed by the Audit Committee Financial results and other financial information are also reviewed with the

Audit Committee on quarterly basis

As required by applicable regulatory pronouncements the CEO and the CFO review and make various

certifications regarding the
accuracy

of Regions periodic public reports filed with the SEC as well as the effectiveness

of disclosure controls and procedures and internal controls over fmancial reporting With the assistance of the financial
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review committees noted in the previous paragraph Regions will continue to assess and monitor disclosure controls

and prncedurºs and internal controls over fmancial reporting and will make refinements as necessary

COMPARISON OF 11 WITH 2010CONTINUING OPERATIONS

Regions reported net loss available to common shareholders of $429 million or $0.34 per
diluted common

share in 2011 compared to net loss available to conmon shareholdeis of $763 milljonpr$0.62 perdiluted share

in 2010 Regions reported loss from continuing oprtions ainlab1 to comnion shareholders of $25 million or

$0.02 per diluted common share in 2011 compared to loss from continuing operations available to common

shareholders of $692 million or $0.56 per diluted share in 2010 Significant drivers of 2011 results included

fourth qtarternon-cash goodwil impairment charge of $731 net qf $14 rinlion.income tax impact within the

former Investment BaikingfBrokeage/Trust segwent Based on relative fair value allocation $478 million of the

impairment charge was recorded within discontinued operations and $253 million witNn continuing operations

Net interest incomefrom continuing operations was $3.4 billionin both 201 and 20 10 The net interest

margin from continuing operations taxable equivalent basis was 07
Jercent in 2011 compared to 91 percent

dunng 2010 The margin improvement was dnven primarily by decrease of 34 basis points in the cost of

interest-bearing liabilities while being partially offset by 15 basis point decline in the overall yield on interest

earning assets This dynamic reflected efforts to improve deposit costs and
pricing on loans while managing the

challenges posed by low interest rate environment Long-term interest rates in particuhir remained low in 2011

pressuring yields on fixed-rate loan and securities portfolios and contributed to the decline in the yield on

taxable securities from 3.66 percent in 2010 to 3.08 percent in 2011 The overall costs of deposits improved from

0.78 percent in 2010 to 0A9 percent in 2011

Noi1
interest income from continuing operations totaled $2 billion in 2011 compared to $2 billion in

2010 The year over year decrease was due pnmanly to lower gains from both sales of secunties and leveraged

lease terminations

Service charges on deposit acount decreased less than pŁrcØnt ii 2011 and totaled $1.2 billion in both

2011 and 201Q This modest decrease was driven by policy changes related to Regulation as well as decline

in interchange income as result of debit interchange price controls implemented in the fourth quarter of 2011

These factors were offset by the restructuring of thdcking accounts from free to fee-eligible and higher level of

customer transactions

lii 2011 mortgage income decreased $27 million Or 11 percent to $220 million The decrease was primarily

driven by lower mortgage origination volume in 2011 as compared to 2010 due to dŁcrºased refinance activity during

2011 as compared to 2010 Mortgage originations totaled $6.3 billion in 2011 as compared to $8.2 billion in 2010 In

addition to the decrease in origination income market valuation adjustffients for mortgage servicing rights and related

derivatives subtracted $22 million tnd added $16 milliOti tO mOrtgage incoitie in 2011 and 2010 respectivel

Regions reported net gains of $112 million from the sale of securities available for sale in 2011 compared

to net gains of $394 million in 201 0.The Companys gains for both years were due to increased sales activity

within the available-for-sale category as part of the Companys asset/liability management strategies In201

the Company repositioned its securities portfolio and sOld $7.7 billion of securities that were primarily agency

available for -sale securities The proceeds were reinvested predominately into similar securities with shorter

durations 2Q10 the Company repositioned its securities portfolio and sold $9.9billion to mitigate prepayment

risk and extended the duration of the investment portfolio The proceeds from the sales in 2011 and 2010 were

reinvested in US government agency mortgage-backed securities classified as available fors.ale

Credit card bankcardincome increased $34 millionin 2011 as compared to 2010 Credit card income is

derived from activity related to the Regions-branded credit card amounts purchasedfromFIA Card Services in

the second quarter of 2011 and any subsequent originations Bank card income relates to commercial purchasing

cards The increase in 2011 was primarily due to the 2011 credit card portfolio purchase
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Non-interest expense from continuing operations was $19 billion in both 201.1 and2010 andincluded

$253 million goodwill impairrnentcharge in 2011 anda$75rnilhionregulatory charge in 2010 See Table

Non-Interest Expense from Continuing Operations and the text preceding Table GAAP to Non-GAAP

Reconciliation Salaries and employee benefits remained relatively stable at $1 6biffionin 2911 At

December 31 2011 Regions had 23707 employees compared to 24656 at December 31 2010

Net occupancy expense decreased percent to $388 million in 2011 Furniture and equipment expense

decreased modestly by $2 million to $275 million in 2011 Both of these decreases were primarily driven by

branch consolidations

Professional and legal fees are comprised of amounts related to legal consulting and other professional fees

These fees increased $5 million to $175 million in 2011 reflecting an tacrease in the level of legal expenses

including ciedit-reIated legal costs in 2011

OREO expense decreased $47 million to $162 million in 2011 compared to $209 million in 2010 primarily dnven

by the reduction in O1EO balances along with lower valuation charges Through Regions efforts to sell foreclosed

properties OREO balances decreased $158 million to $296 million 2011 compared to $454 million 2010

Net losses on loans held for sale decreased $31 million to $1 million in 2011 compared to $32 million in

2010 primarily due to firming pnces

Deposit administrative fees decreased $3 million to $217 million in 2011 Deposit administrative fees were

impacted by new assessment rule in 2011 which revised the deposit insurance assessment system for large

institutions The new rule changed the assessment base from deposits as the basis and utilizes risk-based

approach which calculates the assessment using average
consolidated assets minus average tangible equity

Implementation of the new rule was effective beginning in the second quarter of 2011 The bank regulatory

agencies ratings comprised of Regions Banks capital asset quality management earnings liquidity arid

sensitivity to risk along with certain financial ratios are used in determining deposit administrative fees

During 2010 Regions prepaid approximately $20 billion of FHLB advances realizing $108 million pre tax

loss on early extinguishment These extinguishments were part of the Company asset/liability management process

Other miscellaneous expenses include communications postage supplies credit-related costs and business

development services Other miscellaneous expenses decreased $18 millionto $436 million in 2011 reflecting

the Company controlling discretionary co5ts

The Company income tax benefit for 2011 was $28 million compared to tax benefit of $376 million in

2010 resulting in an effectiye tax rate of 17.4percent and 44.5 percent respectivqly The decrease in income

tax benefit was primarily result of positive consolidated pre-tax earnings and the goodwill impairment

At December 31 2011 the allowance for loan losses totaled $23 billion or 3.54 percent of lotal loans net

of unearned income compared to $3.2 billion or 3.84percent at year-end 2010.Net charge-offs tptaled $2.0

billion or 2.44 percent of average loans in 2011 compared to$2.8billion or 3.22 percentof average loans in

2010 Net charge-offs were lower across most major tegories when comparing 2011 the prioryeat The

provision for loan losses is used to maintain the allow ance for loan losses at level that in managements

judgment is appropriate to cover lossesinherentinthe portfolio atthe balance sheetdate During 2011 the

provision for loan losses was $1.5 billion This compares to aprovision for loan losses of $2.9 billion in 2010

Net charge-offs exceeded the provision for loan losses during 2011 primarily due to the allowance associated

with the loans transferred .to held for sale as well as improving consumer credit metrics Non-performing assets

decreased from $3.9 billion at December 312010 to $3.0billion at December 31 2011 reflecting

management efforts to work through problem assets and reduce the riskiest exposures
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Table 31Quarterly Results of Operations

2012 2011

Futh Thfrd Second First Fourth Third Second First

Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

In millions except per share data

TotaLinterestincome $948 $964 $994 $997 $1031 $1055 $1076 $1090

Total interestexpense 130 147 156 .170 182 205 220 235

Netinerestii1come 818 817 838 827 849 850 856 855

Provision forioan losses 3T 33 26 117 295 355 398 482

Net interest income after provision for loan

losses 781 784 812 710 554 495 458 373

Total non interest income excluding

secunties gains losses net 524 521 495 512 500 514 519 498

Secunties gains losses net 12 12 12 12 24 82

Total non interest expense 902 869 842 913 1124 850 956 932

Income loss from continuingoperatiois

before income taxes 415 448 477 321 63 158 45 21

Incometaxexpensebenefit 138 136 .126 82 18 17 34 29

Income loss from continuing

operations 277 312 351 239 81 141 79 50

Discontinued operations

Income loss from discontinued

operations before income taxes .... 19 19 65 472 24 36

Income tax expense benefit 25 10 26 17

Income loss from discontinued

.qperationsne1pf tax 12 11 40 467 14 30 19

Net income loss ... 265 301 355 199 548 155 109 69

Income loss from continuing opçrations

availabieto common shareholders ... $273 $312 $280 $185 135 87 25

Net income loss available to common

sharehOldem .... .$26i $301 $284 $145 $602 101 55 17

Earnings loss per cóthmon share from

continuing operations

Basic $0.19 $0.22 $0.20 $0.14 $0.11 0.07 0.02 $0.00
Diluted 0.19 0.22 0.20 0.14 0.11 0.07 0.02 0.00

Earnings loss per common share

Basic $0.18 $0.21 $0.20 $0.11 $0.48 0.08 0.04 0.01

Diluted 0.18 0.21 0.20 0.11 0.48 0.08 0.04 0.01

Cash dividends declared per share 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01

Market price

High $7.72 $7.73 $6.98 $6.69 4.46 6.53 7.45 8.09

Low 6.19 6.22 5.46 4.21 2.82 3.33 5.86 6.79

Quarterly amounts may not add to year-to-date amounts due to rounding

High and low market prices are based on intraday sales prices

Includes goodwill impairment of $253 million in non-interest expense from continuing operations

Discontinued operations includes goodwill impairment of $478 million net of $14 million income tax

benefit
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Item Financial Statements and Supplementary Data

REPORT OF MANAGEMENT ON 1NTERNAJJ CONTROL OVER FINANCIAL REPORTING

We as members of the Management of Regions Financial Corporation the Company are responsible for

establishing and maintaining effective internal control over financial reporting Regions internal control system

was designed to provide reasonable assurance to the Companys management and Board of Directors regarding

the preparation and fair presentation of the Companys financial statements for external purposes inaccordance

with U.S generally accepted accounting principles Internal control over financial reporting includes self-

monitoring mechanisms and actions are taken to correºt deficiencies as they are identified

All internal controls systems no matter how well designed have inherent limitations and may not prevent or

detect misstatements in the Company financial statements including the possibility of circumvention or

overriding of controls Therefore even those systems determined to be effective can provide only reasonable

assurance with respect to financial statement preparation and presentation Also projections
of any evaluation of

effectiveness to future periods are subject to the risk that controismay become inadequate because of changes in

conditions or that the degree of compliance with the policies or procedures may deteriorate

Regions management assessed the effectiveness of the Company internal control over financial reporting

as of December 31 2012 In making this assessment we used the criteria set forth by the Committee of

Sponsoring Organizations of the Treadway Commission COSO in its Internal ControlIntegrated

Framework Based on our assessment we believe and assert that as of December 31 2012 the Companys

internal control over financial reporting is effective based on those criteria

Regions independent registered public accounting firm has issued an audit report on the effectiveness of the

Companys internal control over financial reporting This report appears on the following page

REGIONS FINANCIAL CORPORATION

by
Is GRAYSON HALL JR

Grayson Hall Jr

President and Chief Executive Officer

by
Is DAVID TuRNER JR

David Turner Jr

Chief Financial Officer
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REPORT OFINDEPENDENTREGISTERED PUBLIC ACCOUNTING FIRM

THE BOARD OF DI1ECTORS AND STOCKHOLDERS OF REGIONS FINANCIAL CORPORATION

We have audited Regions Financial Corporations internal control over financial reporting as of

December 31 2012 based on criteriaestablished in internal ControlIntegrated Frame ork issued by the

Committee of Sponsoring Organizations of the Treadway Commission the COSO criteria Regions Financial

Corporations management is responsiblefor maintaining effective internal control over financial reporting and

for its assessment of the effectiveness of internal control over financial reporting included.in the accompanying

Report of Management on Internal Control over Financial Reporting Our responsibility is to express an opinion

on the companys internal control over financiaIreporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Acc.ounting Oversight

Board United States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether effective internal control over financial reporting was maintained in all material respects Our

audit included obtaining an understanding of internal control over financial .reporting assessing the risk that .a

material weakness exists testing and evaluating the design and operating effectiveness of internal control based

on the assessed risk and performing such other procedures as we considered necessary in the circumstances We
believe that our audit provides reasonable basis for out opinion

companys internal control over financial is process designed to provide reasonable assurance

regarding the reliability of financial reporting and the preparatiOn of financial statements for externaL plirposes in

accordance with generally accepted accounting principles companys internal control over financial reporting

includes those policies andprocedures that1 pert maintenance of records that in reasonabledetail

accurately and fairly reflect the transactions and dispositions of the assets of the company provide.reasonable

assurance that transactions re recorded as necessary to permit preparation of financial statements in accordance

with gcnerally accepted accounting principles and that receipts and expenditures .of the company are being made

only in accordance with authorizations of management and directors of the company .and provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the

companys assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect

misstatements Also projections of any evaluation of effectiveness to future periods are subject to the risk that

controls may become inadequate because of changes in conditions or that the degree of compliance with the

policies or procedures may deteriorate

In our opinion Regions Financial Corporation maintained in all material respects effective internal control

over financial reporting as of December 31 2012 based on the COSO criteria

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the consolidated balance sheets of Regions Financial Corporation and subsidiaries as of

December 31 2012 and 2011 and the related consolidated statements of operations other comprehensive income

loss changes in stockholders equity and cash flows for each of the three
years

in the period ended

December 31 2012 of Regions Financial Corporation and our report dated February 21 2013 expressed an

unqualified opinion thereon

Birmingham Alabama

February 21 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

THE BOARD OF DIRECTORS AND STOCKHOLDERS OF REGIONSFINANCIAL CORPORATION

We have audited the accompanying consolidated balance sheets of Regions Financial Corporation and

subsidiaries as of December 31 2012 and 2011 and the related consolidated statements of operations other

comprehensive incOme loss chahges in stockholders equity and cash flowsfor each of the three
years

in the

period ended December 31 201.2 These financial statements are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits in accOrdance with the standards of the Public Company Accounting Oversight

Board United States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit also includes examining on

test basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as evaluating

the overall financial statementpresentation We believe that our audits provide reasonable basis for our

opinion

In our opinion the financial statements referred to above present fairly in all material respects the

consolidated financial position of Regions Financial Corporation and subsidiaries at December 31 2012 and

2011 and the consolidated results of their operations and their cash flows for each of the three years in the period

ended December 31 2012 in conformity with U.S generally accepted accounting principles

We also have audited in accordance with.the standards of the Public Company Accounting Oversight BOard

United States Regions Financial Corporations internal control over financial reporting as of December 31

201 based on criteria established in Internal Controlintegrated Framework issued by the Committee of

Sponsoring Organizations of the Treadway Commission and our report dated February 21 2013 expressed .an

unqualified opinion thereon

44t1

Birmingham Alabama

February 21 2013
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REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALAE SHEETS

See.notes toconsolidated financial statements

December 31

1979

3510

116

27244

10

1383

73995

1919

72076

900

2279

3.44

4816

191

345

6154

$121347

29963

65511

95474

1449

125

1574

5861

.7435

2939

105848

15

19652

3338
1377

65

.15499

$121347

2132

4913

200

1266

.24471

16

1193

77594

2745

74849

1085

2375

361

4816

182

449

8742

$127050

28209

67418

95627

2333

.734

.3067

110

11177

3747

110551

13

18855

4322
1397

69
16499

$127050

2012 2011

In millions except share data

Assets

Cash and due from banks

Interest-bearing deposits in other banks

Federal funds sold and securities purchased under agreements to resell

Trading account assets

Securities available for sale

Securities held to maturity estimated fair value of $11 and $17 respectively

Loans held for sale includes $1282 and $844 measured at fair value respectively

Loans net of unearned income

Allowance for loan losses

Net loans

Other interest-earning assets

Premises and equipment net

Interest receivable

Goodwill

Mortgage serviºing rights at fair value

Other identifiable intangible assets

Other assets

Total assets

Liabilities and Stockholders Equity

Deposits

Non-interest-bearing

Interest-bearing

Total deposits

Borrowed funds

Short-term borrowings

Federal funds purchased and securities sold under agreements to repurchase

Other short-term borrowings

Total short-term borrowings

Long-term borrowings

Total borrowed funds

Other liabilities

Total liabilities

Stockholders equity

Preferred stock authorized 10 million shares

Series cumulative perpetual.participating par value $1.00 liquidation preference

$1000.00 per share net of discount

IssuedC and 3500000 shares respectively

Series non-cumulative perpetual par value $1.00 liquidation preference

$1000.00 per share including related surplus net of discount

Issued500000 and shares respectively

Common stock par value $.01 per share

Authorized billion shares

Issued including treasury stockl454626952 and 1301230838 shares respectively

Additional paid-in capital

Retained earnings deficit

Treasury stock at cost41287460 and 42414444 shares respectively

Accumukted other comprehensive income loss net

Total stockholders equity

Total liabilities and stockholders equity

3419

482
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REGIONS FINANCLLCORPORATIONANThSUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December31

2012 2011 2010

In millions except per share data

Interest income on

Loans including fees $3178 $3444 $3705

Securities

Taxable 681 758 873

Tax-exempt -.- .1

Total securities 681 758 874

Loans held for sale 33 36 39

Trading account assets

Otherinterest-earning assets 13 15

Total interest income 3903 4637

Interest expense on

Deposits 284 472 755

Short term borrowings

Long term borrowings 317 371 489

Total interest expense 603 842 1248

Net interest income 3300 3410 3389

Provision for loan losses 213 1530- 2863

Net interest income after provision for loan losses 3O 1880 526

Non-interest income

Service charges on deposit accounts 985 1168 1174

Investment fee income 110 64 69

Mortgage income 363 220 247

Trust department income 195 199 196

Securities gains net 48 1.12 394

Leveraged lease termination gains
14 78

Other 385 372 331

Total non-interest income 2100 2143 2489

Non-interest expense
Salaries and employee benefits 1763 1604 1640

Net occupancy-expense -382 388 411

Furniture and equipment expense .261 -- 275 277

Goodwill impairment
253

Regulatory charge ..- 75

Other 1120 -1342 1456

Total non-interest expense 3526 .. 3862 3859

IncomelQss from continuing operations before income taxes 1661 161 844
Income tax expense benefit .. 482 28 -376

Income loss from continuing operations $1179 189 468
Discontinued operations --.- -- .-

Loss from discontinued operations before income taxes 99 408 41
Income tax expense benefit ....4O -- -4 30

Loss from discontinued operations net of tax -59 .04 71

Net income loss $2l5 $539

Net income loss from continuing operations available to common shareholders .- $1050 $-25 $692

Net income loss available to common shareholders $991 429 $763

Weighted-average number of shares outstandiig

Basic 1381
--

1258 -- 1227

Diluted .1387 -- 125 1227

Earnings loss per common share from continuing operations --

Basic 076 002 056
Diluted 0.76 0.02 0.56

Earnings loss per common share

Basic $0.72 $0.34 $0.62

Diluted 71 34 62

Cash dividends declared per common share 0.04 0.04 0.04

See notes tO -consolidated financial statements

120



REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME LOSS

Year Ended December31

2012 2011 2010

In millions

Net income loss $1120 $215 $539
Other comprehensive income loss net of tax

Unrealized gains losses on securities available for sale

Unrealized holding gains arising dunng the period net of $90 $189
and $21 tax effect respectively 145 317 62

Less reclassification adjustments for securities gains realized in net

income loss net of $17 $39 and $138 tax effect

respectively 31 73 256

Net change in unrealized gain loss on securities available for sale net

oftax

Unrealized gains losses on derivative instruments

Unrealized holding gains losses on derivatives arising during the

period net of $31 $123 and $3 tax effect respectively

Less reclassification adjustments for gains realized in net income loss

net of $25 $66 and $99 tax effect respectively
______ _____ _____

Net change in unrealized gain loss on derivative instruments net of

tax

Defined benefit pension plans and other post employment benefits

Net actuarial gains and losses arising during the period net of $20 $74

and $4 tax effect respectively

Amortization of actuarial loss and prior service cost realized in net

income loss and other net of $26 $16 and $15 tax effect

respectively

Net change from defined benefit pension plans
_____ _____ _____

Other comprehensive income loss net of tax

Comprehensive income loss

All other comprehensive amounts are shown net of tax

114 244 194

51 202

42 108 160

94 166

38 118

49 .29 29

11 147 30
134 191 $390

$1254 24 $929

See notes to consolidated financial statements
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REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATEDSTATEMENTS OF CHANGES IN STOCKHOLDER-S EQUITY

3419 1259

37

$3893 $1402
215

175

39

10

$13 $18855 $4322 $1397

15

$260 $16734

215

15

69 $16499

Accumulated
Preferred Common

Additional Retained Treasury Other
OC

Paid-In Earnings Stock Comprehensive

Shares Amount Shares Amount Capital Deficit At Cost Income Loss Total

In millions except share and per share data

BALANCE AT JANUARY 120101 3602 1193 12 $18676 $3130 $1409 130 $17881

Net income loss 539 539
Net change in unrealized gains and losses on

securities available for sale net of tax-and

reclassification adjustment 194 194
Net change in unrealized gains and losses on

derivative instruments net of tax and

reclassification adjustment 166 166
Net change from defined benefit pension

plans net of tax 30 30
Cash dividends declared $0.04 per

share 49 49
Preferred dividends

U.S Treasury preferred stock

dividends -3 175 172
Series preferred stock dividends .-

--
12 12

Preferred stock transactions

Conversion of mandatorily convertible

preferred stock into 63 million shares

of common stock 259 63 258

Discount accretion 37

Common stock transactions

Impact of stock transactions under

compensation plans net

BALANCEATDECEMBER3120101 $3380 1256- 13 $18896

Net income loss

Net change in unrealized gains and losses on

securities available for sale net of tax and

reclassification adjustment
244 244

Net change in unrealized gains and losses on

derivative instruments net of tax and

reclassification adjustment 94 94

Net change from defined benefit pension

plansnetoftax 147 147
Cash dividends declared $0.04 per

share 51 51
Preferred dividends

U.S Treasury preferred stock

dividends 175
Preferred stock transactions

Discount accretion 39

Common stock transactions

Impact of stock transactions under

compensation plans net

BALANCE AT DECEMBER 31 2011
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REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITYContinued

Net income

Net change in unrealized gains and losses on

securities available for sale net of tax and

reclassification adjustment

Nt change in tinrealized gains and losses on

derivative instruments net of tax and

reclassification adjustment

Net change from defined benefit pension

plans net of tax

Cash dividends declared $0.04 per

share1

Preferred dividends

U.S Treasury preferredstock

dividends

Series preferred stock dividends

Preferred stock transactions

Discount accretion

Repurchase of Series preferred stock

issuedto the U.S Treasury and

associated accelerated accretion

Repurchase of warrant from the U.S

Treasury

Net proceeds from issuance of

500 thousand shares of Series non-

cumulative perpetual preferred stock

including related suiplus

Common stock transactions

Net proceeds from issuatice of

153 million shares of connnon

stock

impact of stock transactions under

compensation plans net

BALANCE AT DECEMBER 312012

See notes to consolidated financial statements

Accumulated

Pifered CrnTn Additional Retained Treasury Other
OC OC

Paid-In Earnings Stock Comprehensive
Shares Amount Shares Amount Capital Deficit At Cost Income Loss Total

In millions except share and per share data
1120 1120

114 114

tl 11

54 54

44 44

10 -a- 10

429 71 500

45 45

486 486

153 873 875

23 11 20 32

482 1413 $15 $19652 $3338 $1377 $65 $15499

Prior period amounts have been reclassified to Correct an error in classification Refer to Note 14 Stockholders Equity and

Accumulated Other Comprehensive Income Loss for further discussion
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Operating activities

Net income loss

Adjustments to reconcile net cash provided by operating activities

Provision for loan losses

Impairment of goodwill

Depreciation amortization and accretion net

Provision for losses on other real estate net

Net securities gains

Loss on early extinguishment of debt

Gain on disposition of business

Deferred income tax expense benefit

Originations and purchases of loans held for sale

Proceeds from sales of loans held for sale

Gain on sale of loans net

Valuation charges on loans held for sale

Branch consolidation and property and equipment charges

Decrease increase in trading account assets

Increase decrease in other interest-earning assets

Decrease in interest receivable

Decrease increase in other assets

Decrease increase in other liabilities

Other

Net cash from operating activities

Investing activities

Proceeds from sales of securities available for sale

Proceeds from maturities of securities available for sale

Proceeds from maturities of securities held to maturity

Purchases of securities available for sale

Proceeds from sales of loans

Purchases of loans

Net decrease in loans

Net purchases of premises and equipment

Proceeds from disposition of business net of cash transferred

Net cash from investing activities

Financing activities

Net decrease increase in deposits

Net decrease increase in short-term borrowings

Proceeds from long-term borrowings

Payments on long-term borrowings

Cash dividends on common stock

Cash dividends on Series preferred stock issued to the U.S Treasury

Cash dividends on Series preferred stock

Net proceeds from issuance of Series preferred stock

Net proceeds from issuance of common stock

Repurchase of Series preferred stock issued to the U.S Treasury

Repurchase of warrant

Net cash from financing activities

Decrease increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December31

2012 2011 2010

In millions

1120 215 539

213 530 863

745
717 683 732

22 124 168

48 112 394
11 108

l9.
434 23 210

6321 3460 5148
6002 4767 5875

165 89 107
15 4575

187 150 1923

181 134 485
14 60 47

809 1107 876
353 366 224

10 72
2441 4753 4227

2571 7859 10340

6844 5848 8012

11571 l4592 17701
887 1488 2233

882 1884 99
2478 2132 1484

180 201 191
855

1007 659 4084

153 1013 4066
564 870 269

1001 3743

2201 6004 9116
54 51 49
44 175 184

486

875

3500
45

5204 5086 9403

1756 326 1092
7245 6919 8011

5489 7245 6919

See notes to consolidated financial statements
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REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Regions Financial Corpôrªtiofi Regions or the Company provides full Mnge of banking and bank-

related services to individual and corporate customers through its subsidiaries and branch offices located

primarily in Alabama Arkansas Florida Georgia Illinois Indiana Iowa Kentucky Louisiana Mississippi

Missouri North Carolina South Carolina Tennessee Texas and Yirginia The Companyis subject to

competition from other financial institutions is subject to the regulations of certain government agencies and

undergoes penothc examinations by those regulatory authorities

The accounting Æædreporting polfcies of RegioiisÆnd the iriehodof ajplying those policiesthat materially

affect the accompanying consolidatedfinancial Statements conform with accounting principles generally

accepted in the United States GAAP and with general financial services industry practices In preparingthe

financial statements management is required to make estimates and assumptions that affect the reported amounts

of assets and liabilities as of the balance sheet dates and revenues and expenses for the periods presented Actual

results could differ from the estimates and assumptions ued in the cohsolidated financial statements including

but not limited to the estimates and assumptions related to the allowance for credit losses fair value

measureiZents intangibles mortgage servicing rights and income taxes

Regions has evaluated all subsequent events for potential recognition and disclosure through the filing date

of this Fojm 10-K

Certain amounts in prior period financial statements have been reclassified to conform to current period

presentation except as otherwise noted These reclassifications are inimaterial nd have no effect on net income

loss comprehensive income loss total assets or total stockholders equity

BASIS OF PRESENTATION AND PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of Regions its subsidiaries and certain variable

iiitetŁsf eiititis VmSignificant intercompany balances and transactions have beŒii eliminatŁd Regkns
considers voting rights entity to be subsidiary and consolidates it if Regions haa conttollihg financial

interest in the entity VIEs are consolidated if Regions has the power to direct the significant activities of the VIE
that impact financial performance and has the obigation to absorb losses or the right to receive benefits that

could potentially be significant i.e Regions is considered to be the primary beneficiary The assessment of

whether or not Regions is the primary beneficiary of VIE is performed on an on-going basis Investments in

companies which are not VIEs or where Regions is not the primary beneficiary of VIE but in which Regions
has significant influence over the operating and financing decisions are accoufttØd for using the equity method of

accounting These investments are included in other assets in the consoidated balance sheets at cost adjusted to

reflect the Companys portion of income ipss or dividends to the invetee The maximum potential expqsiire to

losses relative to investments in VIEs is generally limited to the sum of the outstanding balance future funding

commitments and any related loans to the entity Loans to these ntities are underwritten in substantially the

same manner as are other loans and are geflerally secured Refer to Note for additional disclosures regarding

Regions significantVffis

Unconsolidated equity investments that do not meet the criteria to be accounted for under the equity method

are accounted for under the cost method Cost method investments are included in other assets in the

consolidated balance sheets and dividends received or receivable from these investments are included as

c9mponent of other non-interest income in the consolidated
statemençs

of operations
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DISCONTINUED OPERATIONS

On January 11 2012 Regions entered into an agreement to sell Morgan Keegan Company Inc Morgan

Keegan and related affiliates The transaction closed on April 2012 Results of operations for the entities sold

are presented separately as discontinued operations for all periods presented on the consolidated statements of

operations Other expenses related to the transaction are also included in discontinued operations See Note and

Note 23 for further discussion

CASH EQUIVALENTS AND CASH FLOWS

Cash equivalents include cash and due from banlçs interest-bçaring deposits in other banks and federal

funds sold and securities purchased under agreements to resell Cash flows from loans either originated or

acquired are classified at that time according to managements original intent to either sell or hold the loan for

the foreseeable future When managements intent is to sell the loan the cash flows of that loan are presented as

operating cash flows When managements intent is to hold the loan for the foreseeable future the cash flows of

that loan are presented as investing cash flows

The following table sunmiarizes supplemental cash flow information for .the years
ended December 31

2012 2011 010

In millions

Cash paid received during the period for

Interest on deposits and borrowings $644 $919 $1442

Income taxes net 80 98 555

Non-cash transfers

Loans held for sale and loans transferred to other real estate 297 532 649

Loans transferred to loans held for sale 341 973 594

Loans held for sale transferred to loans

Properties transferred to held for sale 51

Reduction of indemnification reserves 51

SECURITIES PURCHASED UNDER AGREEMENTS TO RESELL AND SECURITIES SOLD UNDER

AGREEMENTS TO REPURCHASE

Securities purchased under agreements to resell and securities sold under agreements to repurchase are

treated as collateralized financing transactions It is Regions policy to take possession of securities purchased

under resell agreements

TRADING ACCOUNT ASSETS

Trading account assets which are primarily held for the purpose
of selling at profit consist of debt and

marketable equity securities and are carried at estimated fair value The majority bf the amounts in trading

account assets were related to the activities of Morgan Keegan see Note 3and Note 23 See the Fair Value

Measurements section below for discussion Of determining fair value Gains and losses both relized and

unrealized related to Morgan Keegan activities are included in discontinued operations Gains and losses both

realized and unrealized related to continuing operations are included in investment fee inºome See Nbte for

further detail of trading account assets

SECURITIES

Management determines the appropriate accounting classification of debt and euity securities at the time of

purchase based on intent and periodically re-evaluates such designations Debt securities are classified as

securities held to maturity when the Company has the intent and ability to hold the securities to maturity
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Securities held to maturity are presented at amortized cost Debt securities not classified as securities held to

maturity or tradingaccount assets and marketable equity securities not classified as trading account assets are

classified as securities available for sale Securities available for sale are presented at estimated fair value with

changes in unrealized gains and losses net of taxes reported as component of accumulated other

comprehensive income loss See the Fair Value Measurements section below for discussion of determining

fairvalue

The amortized cost of debt securities classified as securities held to.maturity and securities availablefor sale

is adjusted for amortization of premiums and accretion of discounts to maturity or in the case of mortgage-

backed securities over the estimated life of the secunty using
the effective yield method Such amortization or

accretion is included in interest income on secunties Realized
gains

and losses are included in net securities

gains losses The cost of securities sold is based on the specific identification method

The Company reviews its securities portfolio on regular basis to determine if there are any conditions

indicating that security has other-than-temporary impairment Factors considered in this determinationinclude

the length of time and the extent to which the market value has been below cost the credit standing of the issuer

whether the Company expects to-receive all scheduled principal and interest payments Regions intent to sell

and whether it.is more likely than not that the Company.will have to sell the security before its market value

recovers For debt securities acthr ity.related to the credit.loss component of other-than-temporary impairment is

recognized in earnings and the portion of other-than-temporary impairment related to all other factors is

recognized in other accumulated comprehensive income loss Additionally the Company recognizes

impairment of available forsale equity securities when the cost basis is above.the hig.hest traded price within the

past six months costbasis of the securities is adjusted to current.fair value with the entire offset recorded in

the statement of operations Refer to Note for further detail and information on loans

LOANS HELD FOR SALE

At December 31 2012 and 2011 loans held for sale included commercial loans investor real estate loans

and residential real estate mortgage loans Commercial and investor real estate loans.held for sale consist of

certain non-performing loans for which management has the intent to sell in the near term Regions lassifies

new 15 and 30-yearcoformin.g residential real estate mortgage loans as held.for sale based on intent which is

determifled when Regions enters into an interest rate lock commitment on this loan type Regions has elected the

fair value option for residential real estate nortgage loans held for sale Residential real estate mortgage loans not

designated as held for sale are retained based on available liquidity interest rate risk rnanagçment and other

business purposes Commercial and investor real estate loans held for salp are carried at the lower of cost or

estimated fair value See the Fair Value Measurements section below for discussion of determining fair value

Gains and losses of non-performing commercial and investor real estate are included in other non-interest.

expense as such amounts are viewed as credit costs Gains and losses on residential mortgage loans held for sale

forwhichthe fair value option has been elected are included in mortgage income

LOANS

Loans are carned at the principal amount outstanding net of premiums discounts unearned income and

deferred loan fees and costs Interest income on loans is accrued based on the contractual interest rate and the

principal amount outstanding except for those loans classified as non-accrual Premiums arid discounts on

purchased loans and nonrefundable loan origination and commitmentfees net of direct costs- of originating or

acquiring loans are deferred and recognized over the estirpated lives of the related loans asan adjustment to.the

loans effective yield which is included in interest income on loans See Note for further detail and information

on loans

Regions engages in both direct and leveraged lease financing The net investment in direct financing leases

is the sum of all minimum lease payments.and estimated residual values less unearned income Unearned

income isrecognized over the terms of the leases toproduce level yield The net investment inleveraged leases
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is the sum of all lease payments less non-recourse debt payments plus estimated residual values less unearned

income Income from leveraged leases is recognized over the term of the leases based on the unrecovered equity

investment

Commercial and investor real estate loans are placed on non-accrual if any of the following conditions

occur collection in full of contractual principal and interest is no longer reasonably assured even if current as

to payment status partial charge-off has occurred unless the loan has been brought current under its

contractual terms original or restructured terms and the full originally contracted principal and interest is

considered to be fully collectible or the loan is delinquent on any principal or interest for 90 days or more

unless the obligation is secured by collateral having realizable value sufficientto fully discharge the obligation

and the loan is in the legal process of collection Factors considered regarding full collection include assessment

of changes in borrowers cash flow valuation of underlying collateral ability and willingness of guarantors to

provide credit support and other conditions

Charge-offs on commercial and investor real estate loans are primarily based on the facts and circumstances

of the individual loan and occur when available information confirms the loan is not fully cOllectible and the loss

is reasonably quantifiable Factors considered in making these determinations are the bOrrowers and any

guarantors ability and willingness to pay the status of the account in bankruptcy court if applicable and

collateral value Commercial and investor real estate loan relationships of $250000 or less are subject to charge-

off or charge down to estimated value less costs to sell at 180 days past due based on collateral value

Non-accrual and charge-off decisions for consumer loans are dictated by the Federal Financial Institutions

Examination Councils FFEICUniform Retail Credit Classification and Account Management Policy which

establishes standards for the classification and treatment of consumer loanS Non-accrual status is driven by the

charge-off process as follows If consumer loan secured by real estate in first lien position residential first

mortgage or home equity becomes 180 days past due Regions evaluates the loan for non-accrual status and

potential charge-off based on net loan to value exposure For home equity loans in second lien position the

analysis is performed at 120 days past due If loan is secured by collateral having realizable value sufficient to

fully discharge the obligation then partial write-down is not necessary andthe loan remains on accrual status

provided it is in the process
of legal collection If partial charge-off is necessary as result of the evaluation

then the remaining balance is placed on non-accrual Consumer loans nOt secured by real estate are either

charged-off in full at 120 days past due for closed-end loans 180 days past due for open-end loans other than

credit cards or the end of the month in which the loan becomes 80days past due for credit cards or partially

written down to estimated collateral value less estimated costs to sell nolater than 120 days past due for home

equity second liens or at 180 days past due for residential and home equity first liens

When commercial or investor real estate loan is placed on ncnaccnial status uncollected interest accrued

in the current year
is reversed and charged to interest income Uncollected interest accrued from prior years on

commercial and investor real estate loans placed on nonaccrual status in the current year is charged against the

allowance for loan losses When consumer loan is placed on non-accrual status all uncollected interest accrued

is reversed and charged to interest income due to immateriality Interest collections on non-accrual loans.are

applied as principal reductions Regions determines past due or delinquency status of loan based on contractual

payment terms

All loans on non-accrual status may be returned to accrual status and interest accrual resumed if both of the

following conditions are met the loan is brought contractually current as to both priuicipal and interest and

future payments are reasonably expected to continCe being received in accordance with the terms of the loan and

repayment ability can be reasonably demonstrated

ALLOWANCE FOR CREDIT LOSSES

Through provisions charged directly to expense Regions has established an allowance for credit losses

allowance Thisailowance is comprised of two components the allowance for loan and lease losses which is
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contra-asset to loans anda reserve for unfunded credit commitments .whichis recorded in other liabilities The

allowance is reduced by actual losses and increased by recoveries if any Regions charges losses against the

allowance in the period thelossis confirmed All adjustments to the allowance for loan losses arerecorded

through the provision for loan losses

The allowance is maintained at level believed appropriate by management to absorb probable losses

inherent in the loan portfolio and in accordance with GAAP and regulatory guidelines Managements
determination of the appropriateness of the allowance is quarterly process and is based on an evaluation and

rating of the loan portfolio segments historical loan lossexperience current economic conditions collateral

values of properties securing loans levels of problem loans volume growth quality and composition of the loan

portfolio segments regulatory gaidance andotherrelevant factors Changesin any of these or other factors or

the availability of new infdrmation could require that the allowance be adjusted in future periods Actual losses

could vary from managements estimates Management atthbutes portions of the allowance to loans that it

evaluates and determines to be impaired and to groups of loans that it evaluates collectively The remaining

allowance is available to cover all charge offs that arise from the loan portfolio

CALCULATION OF ALLOWANCE FOR CREDITLOSSES

Commercial and Investor Real Estate COmponents

Impaired Loans

Loans deemed to be impaired include non-accrual loans excluding consumer loans and all troubled debt

restructurings TDRs For non-accrual commercial and investor real estate loans including TDRs equal to or

greater than $2.5 million the allowance for loan losses is based on specific evaluation considering the facts and

circumstances specific to each borrower For these loans Regions measures the level of impairment based on the

present value of the estimated projected cash flows the estimated value of the collateral or if available the

observable market price RegiOns geæeralliises the estimated projected cash flow method to measure

impairment Beginning in the third 4uarter of 2011 fOr commercialand investor real estate accruing TDRs and

non-accruing TDRs less than $2.5 million the allowance for loan losses is based on discoUnted cash flow

analysis performed at the note level where prOjected cath flows reflect credit losses based on statistiCal

information including historical default information derived from loans with similar risk characteristics e.g
credit quality indicator and product type using probability of default PD and loss given default LGD as

described in the following paragraph Prior to this change accruing TDRs equal to or greater than $2.5 million

were evaluated using the specific identification method and all TDRs less than $2.5 million Were evaluated in the

pooled methodology described below This change in the estimation process did not have material impact to the

overall level of the allowance for loan losses or the provision for loan losses

Non-Impaired Loans

For all other commercial and investor real estate loans the allowance for loan losses is calculated at pool

level based on credit quality indicators and product type statistically determined PD and LGD are calculated.

HistoricaLdefaultinformation for similar loans is used as an input for the statistical model Additionally LGD
estimates for certain cQmmercial and investor real estate properties are updated within the allowancecalculatin

quarterly using historical loss information that incorporates standard discount factors applied when those

properties are transferred into foreclosed properties The standard discount factor is based on historical amounts

realized
.upon ultimate disposition of these properties The pt..l level allowance is calculated using the PD and

LGD estimates

Prior to 2011 the allowance for accruing non-impaired commercial.and investor real estate loans as well as
non-accrual loans in those portfolio segments below $2.5 million was determined using categories of pools of.

loans with similar risk characteristics i.e passspecial mention substandard accrual and non-accrualas defined

below These categories were utilized to develop the associated allowance for loan losses using historical losses
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Beginning in 2011 these pools were compiled at more granular level and the pool-levelallowance was based

on the PD and LGD parameters described above The Company made the change to provide enhanced

segmentation process controls transparency govemanceand information technology controls The changes in

the estimation process did not have material impact on the overall allowance for credit losses or provision for

loan losses

Consumer Components

For consumer loans the classes are segmented into pools of loans with similar risk characteristics FOr most

consumer loans poois historical losses are the primary factor in establishing the allowance allocated to each

pool Regions reviews the historical loss rates for each pooi The twelve monthioss rate is the basis for the

allocation it may be adjusted as result of any deteriorating trends and portfolio growth

The allowance for loan losses for residential first mortgage TDRs is calculated based discounted cash

flow analysis on poois of homogeneous loans Cash flows are projected using the restructured terms andthen

discounted at the original note rate The projected cash flows assume default rate which is based on historical

performance of residential first mortgage TDRs The allowance for loan losses for the home equity pooi is

calculated based on twelve-month historical loss rate segmented based on the following risk characteristics

lien position status as TDR geography past due status and refreshed FICO scores for non-past due loans The

home equity pooi was segmented at this more granular level beginning in the first quarter of 2012 as part of the

Companys ongoing efforts to enhance the allowance calculation and in response to regulatory guidance issued

during the first quarter
of 2012

Qualitative Factors

While quantitative allowance methodologies strive to reflect all risk factors potential imprecision exists in

the estimation process due to the inherent time lag of obtaining information and variations betweenestimates and

actual outcomes Additionally exposures to industries experiencing various levels of economic stress lead to

losses which are not captured in the statistical models Regions adjusts the allowance in consideration of these

factors The allowance calculation also includes factors which may not be directly measured in the specific or

pooled calculations including

Credit quality trends

Loss experience in particular portfolios

Macroeconomic factors such as unemployment or real estate prices

Changes in risk selection and underwriting standards

Shifts in credit quality of consumer customers which is not yet reflected in the historical data

Reserve for Unfunded Credit Commitments

In order to estimate reserve for unfunded commitments Regions uses process consistent with that used

in developing the allowance for loan losses In the second quarter of 2012 the Company refined the methodology

for estimation of the reserve for unfunded credit commitments Before the change the Company based the

reserve for unfunded credit commitments on an analysis of the overall probability of funding and historical

losses Beginning with the second quarter of 2012 the reserve is based on an exposure at default EAD
multiplied by probability of default PD multiplied by loss-given default LGD The EAD is estimated

based on an analysis of historical funding patterns for defaulted loans in various categories The PD and LGD

align with the statistically-calculated parameters used to calculate the allowance for loan losses for various poois

which are based on credit quality indicators and product type The methodology applies to commercial and

investor realestate credit commitments and standby letters of credit Changes in the reserve for unfunded

commitments are recognized in other non-interest expense
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Management considers the current level of allowance for credit losses approprinte to absorb losses inherent
in the loan

portfolio and unfunded commitments Managements determination of the appropriateness of the
allowance for credit losses which is based on the factors and nsk identification procedures previously discussed
requires the use of judgments and estimations that may changein the future Specifically the allowance
calculation includes estimates of PD LGD amount and tithing of expected future cash flows value of collateral
and qualitative factors such as changes in economic conditions Changes in the factors used by management to

determine the appropriateness of the allowance Or th
availability of new information could cause the allowance

for credit losses to be adjusted in future penods In addition bank regulatory agencies as part of their

examination
process may require changes ii the level of the allowance based on their judgments and estimates

Refer to Note for further discussion
regarding the calculation of the allowance for credit losses

TROUBLED DEBT RESTRUCTURINGS

TDRS are loans in which the borrower is experiencing financial diffiÆülty at the time of restructuiing and
Regions has granted concession to the borrower

Restructurins aie undertaken in order to improve the
likelihood of

recovery on the loan and may take the form of modifications made with the stated interest rate

lower than the current market rate for new debt with similarnsk other modifications to the structure of the loan
that fall outside of normal underwnting policies and procedures or in limited circumstances forgiveness of

principal and interest Restructurings can involve loans remaining on nonaºcrual thoving to nonaccrual or

continuing on accrual status depending on the individual facts and circumstances of the borrower

Under the clanfieI
guidance issued in Apnl 2011 modification is refutably considered to be concession

if the borrover could not access similar financing at market terms even if Regions concludes that the borrower
will ultimately pay all contractual amounts owed As result of the new clarification the amoUnt of Regions
reported TDRs incrased ii the third quarter of 2011 Regions original maturities loans being modified are

relatively short years and the renewed term is typically comparable to the onginal matunty Accordingly
Regions considers these modifications to be significant delays in the payment Also extensions are considered
for TDR determinations because the renewed term is sigrnficant to the term of the onginal note

As result of the TDR designation all oans modified in TDR are considered to be impaired even if they
carry an accruing nsk rating See the Calculation of Allowance For Credit Losses section above for Regions
allowance for loan losses methodology as related to TDRs Because Regions past pràctic was to base the
allowance for loan losses for commercial and investor real estate loans on loss content based on risk rating and
product type either through specific evaluation of larger loans or groups of smaller loans with similar risk

characteristics the adoption of the clarification and the corresponding increase in comnerciÆl and investor real
estate TDRs did not materially impact the overall level of.the allowance fo loan losses As noted below the
clarification did not impact the level of TDRs in the consumer portfolio segment or the related allowance for loan
losses Refer to Note for further detail and information on TDRs

Modification Activity Commercial and Investor Real Estate Portfolio Segments

Regions regularly modifies commercial and investor real estate .Joans in order to facilitatea workout
strategy Typical modific4tions include workout accommodations such as renewalsandforbeanes As another
workout alternative Regions periodically uses.AIB note restructurings when the

underlying assçts primarily
investor real estate have stabilized level of cash flow An

appropriately underwritten A-note will allow for
upgraded risk rating with ultimate return to accrual status upon charge-off of the B-note and satisfactory
period of performance of the A-note generally six months Regions continues toreport A-notes as TDRs even
if upgraded to accrual status Also for smaller-dollar commercial customers Regions may periodically grant
interest rate and ether term concessions similar to those under the consumer program desQribed below..
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Modification Activity Consumer Portfolio Segment

Regions works to meet the individual needs of consumer borrowers to stem foreclosure through the

Customer Assistance Program CAP Regionsdesigned the program to allow for cutomer-tailored

modifications with the goal of keeping customers in theiF homes and avoiding foreclosure where possible

Modification may be offered to any borrower experiencing
financial hardshipregardless of the borrowers

payment status Under the CAP Regions may offer short-term deferral teim extension an interest rate

reduction new loan product or combination of these options For loans restructured nde the CAP Regions

expects to collect the original contractually due principal
The gross original contractual interest may be

collectible depending on the terms modified The length of the CAP modifications ranges
from temporary

payment deferrals of three months to term extensions for the life of the loan All such modifications are

considered TDRs regardless of the term because they are concessionary in nature and because the customer

documents hardship in order to participate

Modified loans are subject to policies governing
accruallnon-accrual evaluation consistent with all other

loans of the same product type Consumer loans are subject to objective accrual/non-accrual decisions Under

these policies loans subject to the CAP are charged down to estimated value on or before the month in which the

loan becomes 180 days past due Beginning in the third quarter
of 2011 home equity second liens are charged

down to estimated value by the end of the month in which the loan becomes 120 days pist due If partial

charge-off is necessary as result of this evaluation the loan is placed on non-accrual at that time Because the

program was designed to evaluate potential CAP participants as.early as possible in the life cycle of the troubled

loan many of the modifications are finalized without the borrower ever reaching the applicable number of days

past due and with the loans having never been placed on non-accrual Accordingly given
the positive impact of

the restructuring on the likelihood of recovery of cash flows due under the mOdified terms accrual statUs

continues to be appropriate
for these loans

If loans characterized as TDRs perform according to the restructured terms for satirfactory period of time

the TDR designation may be rethoved in new calendar year
if the loan yields market rate minimum of six

months consecutive payments is required in order to demonstrate performance history sufficient to remove the

TDR designation The market rate assessment must be made at the date of the modification considering the terms

that would be offered to new borrower with similarcredit profile Given the types of concessions currently

being granted under the CAP as described above Regions does not expect that the market rate condition will be

widely achieved accordingly Regions expects loans modified through the CAP to remain identified as TDRs for

the remaining term of the loan

PREMISES AND EQUIPMENT

Premises and equipment are stated at cst less accumulated depreciation and amOrtization as applicable

Land is carried at cost Depreciation expense is computed using the straight-line method over the estimated

useful lives of the assets Leasehold improvements are amortized using the straight-line method over the

estimated useful lives of the improvements or the terms of the leases if shorter Generally premises
and

leasehold improvements are depreciated or amortized over 7-40 years Furniture and equipment are generally

depreciated or amortized over 3-10 years Premises and equipment are evaluated for impairment whenever events

or circumstances indicate that the carrying value of the asset may not be recoverable Maintenaflce and repairs

are charged to non-interest expense in the consolidated statements of operations Improements that extend the

useful life of the asset are capitalized to the carrying value and depreciited See Note for detail of premises and

equipment

Regions enters into lease transactions for the right to use assets These leases vary in term and from time to

time include incentives and/or rent escalations Examples of incentives include periods of free rent and

leasehold improvement incentives Regions recognizes
incentives and escalations on straight-line basis over the

lease term as reduction of or increase to rent expense as applicable in net occupancy expense in the

consolidated statements of operations
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INTANGIBLE ASSETS

Intangible assets incude goodwill which is the excess of cost over the fair value of net assets of acquired

businesŁs and other identifiable intangible assets Other identifiable intangible assets include the following

core deposit intangible assets which are amounts recorded related to the value of acquired indeterminate-

maturity deposits amounts capitalized related to the value of acquired customer relationships and amounts

recorded related employment agreements with certain individuals of acquired entities Core deposit intangibles

and most other identifiable intangibles are amortized on an accelerated basis over their expected useful lives

The Companys goodwill is tested for impairment on an annual basis in the fourth quarter or more often if

eventS or circumstances indicate that there may be impairment Regions assesses the following indicators of

goodwill impairment for each reporting period

Recent operating performance

Changes in market capitalization

Regulatory actions and assessments

Changes in the business climate including legislation legal factors and competition

Company-specific factors including changes in key personnel asset impairments and business

dispositions and

Trends in the banking industry

Adverse changes in the ecOnomic environment declining operations or other factors could result in

decline in the implied fair value of goodwill goodwill impairment test includes two steps Step One used to

identify potential impairment compares the estimated fair value of reporting unit with its carrying amount

including goodwill If the estimated fair value of reportingunit exceeds its carrying amount goodwill of the

reporting unit is considered not impaired If the carrying amount of reporting unit exceeds its estimated fair

value the second step of the goodwill impairment test is performed to measure the amount of impairment loss if

any Step Two of the goodwill impairment test compares the implied estimated fair value of reporting unit

goodwill with the carrying amount of that goodwill If the carrying amount of goodwill for that reporting unit

exceeds the implied fair value of that units goodwill an impairment loss is recognized in other non-interest

expense in an amount equal to that excess

For
purposes

of performing Step One of the goodwill impairment test Regions uses both income and market

approaches to value its reporting units The income approach which is the primary valuation approach consists

of discounting projected long-term future cash flows which are derived from internal forecasts and economic

expectations for the respective reporting units The significant inputs to the income approach include expected

future cash flows the long-term target equity ratios and the discount rate

Regions utilizes the capital asset pricing model CAPM in order to derive the base discount rate The

inputs to the CAPM include the 20-year risk-free rate 5-year beta for select
peer set and the market risk

premium based on published data Once the output of the CAPM is determined size premium is added also
based on published source as well as company-specific risk premium based on business model and market

perception of risk for each reporting unit

Regions uses the guideline public company method and the guideline transaction method as the two market

approaches. The public company method applies value multiplier derived from each reporting units
peer group

to tangible book value or price to earnings ratios for-Wealth Management and an implied control premium to

the respective reporting unit The control premium is evaluated and compared to similar financial services

transactions considering the absolute and relative potential revenue synergies and cost savings The transaction

method applies value multiplier to financial metric of the reporting unit based on comparable observed

purchase transactions in the financial services industry for the reporting unit where available
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For purposes of performing Step Two of the goodwill impairment test if applicable Regions compares the

implied estimated fair value of the reporting unit goodwill with the carrying amount of that goodwill In order to

determine the implied estimated fair value full purchase pnce allocation would be performed in the same

manner as if business combination had occurred As part of the Step Two analysis Regions estimates the fair

value of all of the assets and liabilities of the reporting unit including unrecognized assets and liabilities The

related valuation methodologies for certain material financial assets and liabilities are discussed in the Fair

Value Measurements section below

Other identifiable intangible assets are reviewed at least annually usually in the fourth quarter for events or

circumstances that could impact the recoverability of the intangible asset These events could include loss of core

deposits significant losses of credit card accounts and/or balances increased competition or adverse changes in

the economy To the extent other identifiable intangible assets are deemed unrecoverable impairment losses are

recorded in other non-interest expense to reduce the carrying amount

Refer to Note for further discussion of the results of the goodwill and other identifiable intangibles

impairment tests

ACCOUNTING FOR TRANSFERS AND SERVICING OF FINANCIAL ASSETS

Regions accounts for transfers of financial assets as sales when control over the transferred assets is

surrendered Control is generally considered to have been surrendered when the transferred assets are legally

isolated from the Company or its consolidated affiliates even in bankruptcy or other receivership the

transferee has the right to pledge or exchange the assets with no condiUons that constrain the transferee and

provide more than trivial benefit to the Company and the Company does not maintain the obligation or

unilateral ability to reclaim or repurchase the assets If these sale criteria are met the transferred assets are

removed from the Companys balance sheet and gain or loss on sale is recognized If not met the transfer is

recorded as secured borrowing and the assets remain on the Companys balance sheet the proceeds from the

transaction are recognized as liability and gain or loss on sale is deferred until the sale criterion are achieved.

Regions has elected to account for its servicing assets using the fajr value measurement method Under the

fair value measurement method servicing assets are measured at.fair value each period using an option-adjusted

spread OAS valuation approach with changes in fair value recorded as component of mortgage income

The OAS represents the average spread over the London Interbank Offered Rate LIBOR swap curve that

equates
the assets discounted cash flows to its market price

The fair value of mortgage servicing rights is calculated using various assumptions including future cash

flows market discount rates expected prepayment rates servicing costs and other factors significant change

in prepayments of mortgages in the servicing portfolio could result in significant changes in the valuation

adjustments thus creating potential volatility in the carrying amount of mortgage servicing rights See the Fair

Value Measurements section below for additional discussion regarding determination of fair value

Refer to Note for further information on servicing of financial assets

FORECLOSED PROPERTY AND OTHER REAL ESTATE

Other real estate and certain other assets acquired in satisfaction of indebtedness foreclosure are carried

in other assets at the lower of the recorded investment in the.loan orfair value less estimated costs to sell the

property At the date of transfer when the recorded investment in the loan exceeds the propertys estimated fair

value less costs to sell write-downs are recorded as estimated char.ge-offs against the allowance.Regions allows

period of up to 60 days after the date of transfer to record finalized write-downs as charge-offs against the

allowance in order to properly accumulate all related invoices and updated valuation information if necessary.

Subsequent to transfer Regions obtains valuations from professional valuation experts and/orthird party
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appraisers on at least an annual basis See the Fair Value Measurements.section.below for additional discussion

regarding determination of fair value Subsequent to transfer and the additional 60 days any further write-downs

are recorded as other non-interest expense Gain or loss on the sale of foreclosed property and other.real estate is

included in other non-interest expense At December 31 2012 and 2011 the carrying values of fOreclosed

properties were approximately $149 million and $296 million respectively

From time to time assets classified as premises and equipment are transferred to held for sale fo.rvarious

reasons These assets are carried in other assets at the lower of the recordedinyestrnent in the asset or fair value

less estimated cost to sell based upon the propertys appraised value at the date of transfer Any write-downs of

property held for sale are recorded as other non-interest expense At December 2012 and 2011 the carrying

values of premises and equipment held for sale were approximately $20 million and $33 million respectively

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES

The Company enters into derivative financial instruments to manage interest rate risk facilitate assetl

liability management strategies and manage other exposures These instruments primarily include interest rate.

swaps options on interest rate swapsinterest rate
caps anc floors Eurodollar futures forward rate contract and

forward sale commitments All derivative financial instruments are recognized on the consolidated balance sheets

as other assets or other liabilities as applicable at estimated fair value Regions enters into master netting

agreements with counterparties and/or requires collateral to cover exposures In at least some cases

counterparties post at zero threshold regardless of rating

Interest rate swaps are agreements to exchange interest payments based upon notional amounts Interest rate

swaps subject Regions to market risk associated with changes in interest rates as well as the credit risk that the

counterparty will fail to perform Option cpntracts involve rights to buy or sell financial instruments on

specified date or over period at specified price These rights do not have to be exercised Some option

contracts such as interest rate floors involve the exchange of cash based on changes in specified indices Interest

rate floors are contracts to iedge interest rate declines based on notional amount Interest rate floors subject

Regions to market risk associated with changes in interest rates as well as the credit risk that the counterparty

will fail to perform Forward rate contracts are commitments to buy or sell financial instruments at future date

at specified price or yield Regions primarily enters into forward rate contracts on marketable instruments

which expose Regions to market risk associated with changes in the value of the underlying financial instrument

as well as the credit risk that the counterparty will fail to perform Eurodollar futures are futures contracts on

Eurodollar deposits Eurodollar futures subject Regions to market risk associated with changes in interest rates

Because futures contracts are cash settled daily there is minimal credit risk associated with Eurodollar futures

Forward sale commitments are sales.of securities at specified price at future date Forward saje.çommitments

subject Regions to market risk associated with changes in interest rates as well as the credit .risk that the

counterparty will fail to perform

Derivative financial instruments that qualify for hedge accounting are designated based on the
exposure

being.hedged as either fair value or cash flow hedges

Fair value hedge relationships mitigate exposure to the change in fair value of an asset liability or firm

commitment Under the fair value hedging model gains or losss attributable to the change in fair value of the

derivative instrument as well as the gains and losses attributable to the change in fair value of the hedged item
are recognized in other non-interest expense in the period in which the change in fair value occurs Hedge

ineffectiveness is recognized as other non-interest expense to.the çxtent the changes in fair value of the derivative

do not offset the changes in fair value of the hedged item The corresponding adjustment to the hedged asset or

liability is included in the basis of the hedged item while the corresponding change in the fair value of the

derivative instrument is recorded as an adjustment to other assets or other liabilities as applicable

Cash flow hedge relationships mitigate exposure to the variability of future cash flows or other forecasted

transactions For cash flow hedge relationships the effective portion of the gain or loss related to the derivative
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instrument is recognized as component of accumulated other comprehensive income loss The ineffective

portion of the gain or loss related to the derivative instrument if any is recognized in earnings as other non-

interest expense during the period of change Amounts recorded in accumulated other comprehensive income

loss are recognized in earnings in the period or periods during whichthe hedged item impacts earnings

The Company formally documents all hedging relationships between hedging instruments and the hedged

items as well as its risk management objective and strategy for entering into various hedge transactions The

Company performs periodic assessments to determine whether the hedging relationship has been highly effective

in offsetting changes in fair values or cash flows of hedged items and whether the relationship is expected to

continue to be highly effective in the future

When hedge is terminated or hedge accounting is discontinued because the hedged item no longer meets

the definition of firm commitment or because it-is probable that the forecasted transaction will not occur by the

end of the specified time period the derivative will continue to be recorded as an other asset or other liability in

the consolidated balance sheets at its estimated fair value with changes in fair value recognized in investment fee

income Any asset or liability that was recorded pursuant to recognition of the firm commitmeht is removed from

the consOlidated balance sheets and recognized in other non-interest expense Gains and losses that were

unrecognized and accumulated in accumulated other comprehensive income loss pursuant to the hedge of

forecasted transaction are recognized immediately in other non interest expense

Derivative contracts related to continuing operations that do not qualify for hedge accounting are classified

as trading assets or liabilities with gains and losses related to the change in fair value recognized in investment

fee income or mortgage mcome as applicable in the statements of operations dunng the penod These positions

as well asnon-derivative instrtiments are used to mitigate economic and accounting volatility related to customer

derivative transactions Derivative contracts that were related to Morgan Keegan activities are included in

discontinued operations

Regions enters into interest rate lock commitments which are committuents to originate mortgage loans

whereby the interest rate on the loan is determined prior to funding and the customers have locked into that

interest rate Accordingly such commitments are recorded at estimated fair value with changes in fair value

recorded in mortgage income Regions also has corresponding forward sale commitments related to these interest

rate lock conmiitments which are recorded at fair value with changes in fair value recorded in mortgage income

See the Fair Value Measurements section below for additional informatiOn related to the valuation of iuterest

rate lock commitments

Regions enters into various derivative agreements with customers desiring protection from possible future

market fluctuations Regions manages the market risk associated with these derivative agreements
in trading

portfolio
The contracts in this portfolio do not qualify for hedge accounting and are marked-to-market through

earnings and included in other assets and other liabilities

Concurrent with the election to use fair value measurement for mortgage servicing rights referred to above

Regions began using various derivative instruments to mitigate the impact of changes in the fair value of

mortgage servicing rights in the statements of operations The instruments are primarily forward rate

commitments but can include futures swaps and swaptions These derivatives are carried at fair value with

changes in fair value reported in mortgage income

Refer to Note 20 for further discussion and details of denvative financial instruments and hedging activities

INCOME TAXES

The Company accounts for income taxes using the asset and liability method which requires the recognition

of deferred tax assets and liabilities for expected future.tax consequences Under this method deferred tax assets

and liabilities are determined by applying the federal and state tax rates to the differences between financial
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statement carrying amounts and the corresponding tax bases of assets and liabilities Deferred tax assets are also

recorded for any tax attributes such as tax credit and net operating loss carryforwards The net balance of

deferred tax assets and liabilities is reporied in other assets in the consolidated balance sheets Any effect of

change federal and state tax rates on deferred tax assets and liabilities is recognized in income tax expense in

the penod that
inclues

the enactment date The Company reflectsthe expected amount of income tax to be paid

or refunded dunng the year as current income tax expense or benefit as applicable

The- ômiany efrâluates the realization of ieferMd tax assets based on all positive-and negative evidence

available at the balance sheet date Realization of deferrdd tax asset is based on the Companys judgments

including taxable income within any applicable carryback periods future projected taxable income reversal of

taxable temporary differences and other tax-planning strategies to maximize realization of the deferred tax as$
valuation allowance is recorded for any deferred tax assets that are not more-likely-than-not to be realized

Income tax benefits generated from uncertain tax posi1ions are accountedfor using the.recognition aiid

cumulative-probability measuiementthresholcls Based on the technical merits ifa tax benefit is not more-likely-

than-not of being sustained upon examination theCompany records liability for the recognized income tax

benfit If atax benefit is more-likely-than-not of being sustained based on the technical merits the Company
utilizes the cumulative probability measurement and records income tax benefit equivalent to the largest

amount of tax benefit that is greater than 50 percent likely to be realized upon ultimate settlement with taxing

authority The Company recognizes interest expense interest income and peaplties related to unrecognized tax

benefits within current income tax expense

Refer.to Note .19 for further discussion regarding incoipe taxes

TREASURY STOCK

The purchaseóf the Companys common stock is recorded at Cost At the date of rŁtitemeæt Or subsequent

reissuance treasury stock is reduceciby the costof such tCk Aith differences refcordedin àdditioæal paid-in

capital or retained eamins as applicable

SHARE-BASED PAY ENTS

CompensatiOn cost for share-based payments is measuredbased on the fair value of theaward which most

commonly includes restricted stock i.e unvested common stock and stock options atthe grantdatØànd is

recognizçd in the consolidated finncial stateints on straight-line basis over the requisite erviqe periodior

service-based awards Thç fair yalue of restricted .stoc restricted stock units or perorrnance stock units is

determined based on the closing pric.of Regions common stock oq the date of granj The fairvalue of stock

options where vesting is based on service is estimated at the date of grant using Black-Scholes option pricing

model and related assumptions Expected volatility considers implied volatility from traded options on the

Companys stock-and primthily historical vOlatility-of the Companys stock Regionsconsidrhistorical data to

estimate future option exercise behaviOr which is used to derive an options epected tenli The expected term

represents the-periodof time that options are expected to be outstanding from the grant date Historical data is

also used to estimate future ethiloyee attrition whichisused to calCulate an expected fOrfeiture fat Groups of

employees that have similarhistorical exercise behavior are reviewed and considered for valuation purposes The

risk-free rate is based on the U.S Treasury yield curve in effect at the time Of grant and the weighted-average

expected life of the grant Regions issues new common shares to settle stock options

Beginning in 2009 Regions issued restricted stock units payable solely in cash cash-settled RSUs
which are accounted for as Other liabilities in the consolidated balance sheets The cash-settled RSUs are subject

to vesting period ranging from two weeks to one year and following the vesting period are subject to transfer

restrictions and delayed payment which can range frOm six months to two years The-grant date fair value of

the award is determined in the same manner as other restricted stock awards and is charged to the statements of

operations over the vesting period Changes in Regions stock price over the delayed payment period are charged

to the statements of operations See Note 16 for further discussion and details of share-based payments
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REVENUE RECOGNITION

The largest source of revenue for Regions is interest income Interest income is redognized on an accrual

basis driven by nondiscretionary formulas based on written contracts such as loan agreements or scurities

contracts Credit-related fees including letter of credit fees finance charges and fees related to credit cards are

recognized in non-interest income when earned Regions recognizes commission revenue and exchange and

clearance fees on trade-date basis Other types of non-interest revenues such as service charges on 1eposits

interchange income on credit cards and trust revenues are accrued and recognized into income as services are

provided and the amount of fees earned are reasonably detrminable

PER SHARE AMOUNTS

Earnings loss per common share computations are based upon the weighted-average number of shares

outstanding during the period Diluted earnings loss per common share computations are based upon the

weighted-average number of shares outstanding during the period plus the effect of outstanding stock options

and stock performance awards if dilutive In prior years the diluted earnings loss per common share

computation also assumes conversion of any outstanding convertible preferred stock and warrants unless such an

assumed conversion would be antidilutive Refer to Note 15 for additional information

FAIR VALUE MEASUREMENTS

Fair value guidance establishes framework for using fair value to measure assets and liabilities and defines

fair value as the price that would be received to sell an asset or paid to transfer liability an exit price as

opposed to the price that would be paid to acquire the asset or received to assume the liability an entry price

fair value measure should reflect the assumptions that market participants would use in pricing the asset or

liability including the assumptions about the risk inherent in particular valuation technique the effect of

restriction on the sale or use of an asset and the risk qf nonperformance Required disclosures include

stratification of balance sheet amounts measured at fair value based on inputs the Company uses to derive fair

value measurements These strata include

Level valuations where the valuation is based on quoted market prices for identical assets or

liabilities traded in active markets which include exchanges and over-the-counter markets with

sufficient volume

Level valuations where the valuation is based on quoted market prices for similar instruments traded

in active markets quoted prices for identical or similar instruments in markets that are not active and

model-based valuation techniques for which all significant assumptions are observable in the market

and

Level valuations where the valuation is generated from model-based techniques that use significant

assumptions not observable in the market but observable based Company-specific data These

unobservable assumptions reflect the Companys own estimates for assumptions that market

participants would use in pricing the asset or liability Valuation techniques typically include option

pricing models discounted cash.flow models and similar techniques but may also include the use of

market prices of assets or liabilities that are n.ot directly comparable to the subject asset or liability

ITEMS MEASURED AT FAIR VALUE ON RECURRING BASIS

Trading.accOunt assets securities available for sale certain mortgage loans held for sale mortgage servicing

rights derivative assets trading account liabilities and derivative liabilities are recorded at fair value on

recurring basis Below is description.of valuation methodologies for these assets and liabilities
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Trading account assets and liabilities and securities available for sale consist of U.S Treasuries

obligations of states -and political subdivisions mortgage-backed securities includingagency securities other

debt securities and equity securities

U.S Treasuries are valued based on quoted market prices of identical assets on active exchanges Level

measurements as described above and also using data from third-party pricing services fOr similar

securities as applicable Pricing from these third party services is generally baseçl on market pproach

using observable inputs such as benchmark yields reported trades broker/dealer quotes benchmark

securitiesbid and offers These valuations are Level measurements

Mortgage-backed securities are valued primarily using data from third-party pricing services for similar

securities as applicable Pricing from these third-party services is generally based on market approach

using observable inputs such as benchmark yields reported trades broker/dealer quotes benchmark

securities to be announced TBA prics issuer spreads -bids and offers monthly payment

information and collateral performance as applicable.- These valuations are Level -measurements

Where such comparable data is not available the Company develops -valuations -based on assumptions

that are not readily observable in the marketplace these valuations are Level-3 measurements

Obligations of states and political subdivisions are generally based on data from third party pncing

services The valuations are based on market approach using observable inputs such as benchmark

yields Municipal Securities Rulemaking Board MSRB reported trades material event notices and

new issue data These valuations are Level measurements Where such comparable data is not

available the Company develops valuations based on assumptions that are not readily obsevab1e in the

market place these valuations are Level measurements For example auction-rate securities fall into

this category For these instruments internal pricing moçlels assume converting the securities into

fixed-rate debt securities with similar credit ratings and maturity dates based on managements

estimates of the term of the securities Assumed terms generally fall within range of one to four years

Other debt securities are valued based on Level and measurements depending on pricing

methodology selected and are valued primarily using data from third-party pricing services Pricing

from these third-party pricing services is generally based on market approach usitig obsºrvàble inputs

such as benchmark yields reported trades broker/dealer quotes issuer spreads benchmark secUrities

bids and offers and Trade Reporting and Compliance Engine TRACE reported trades

Equity securities are valued based on quoted market prices of identical assets on active exc1anges

these valuations are Level measurements

portion of Regions trading account assets and the majority of trading liabilities and securities available

for sale are valued using third-party pricing services To validate pricing related to investment securities -held in

the trading account assets and liabilities portfolios pricing received-from third-party pricing services is compared

to available market data for reasonableness and/or pricing information from other third-party pricing services

Insignificant pricing adjustments may be made by traders to individual securities based upon the traders opinion

of value When such adjustments are made Regions classifies the measurement as Level measUrement

To validate pricing related to liquid investment seburities which represent the vast majority of the available

for sale portfolio e.g mortgage-backed securities Regions compares price changes received from the pricing

service to overall changes in market factors in order to validate the pricing received To validate pricing received

on less liquid investment securities in the available for sale portfolio Regions receives pricing from third-party

brokers/dealers on sample of securities that are -then compared toithe pricing received -The pricing service uses

standard observable inputs when available for example benchmark-yields reported trades broker-dealer quotes

issuer spreads- benchmark securities and bids and offers among others For certain security types additional

inputs may be used or some inputs may Pot -be applicable It is not customary for- RegiOns to adjust the pricing

received for the available for sale portfolio In the event that prices-areadjusted Regions classifies the

measurement as Level measurement
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Mortgage loans held for sale consist of residential first mortgage loans held for sale that are valued based

on traded market prices of similar assets where available and/or discounted cash flows at market interest rates

adjusted for securitization activities that include servicing value and market conditions Level measurement

Regions has elected to measure certain mortgage loans held for sale at fair value by applying the fair value option

see additional discussion under the Fair Value Option section in Note 21

Mortgage servicing nghts consist of residential mortgage servicing nghts and are valued using an option

adjusted spread valuation approach Level measurement The underlying assumptions and estimated values

are periodically corroborated by values received from an independent third party See Note for information

regarding the servicing of financial assets and additional details regarding the assumptions relevant to this

valuation

Derivative assets and liabilities which primarily consist of interest rate contracts that include futures

options and
swaps4 ar included in other assets and other liabilities as appjicable on the consolidated balance

sheets Interest rate swaps are predominantly traded in over-the-counter markets and as such values are

determinedusing widely accepteddiscounted cash flow models which are Level 2measurements These

discounted cash flow models use projections of future cash payments/receipts that are discounted at mid-market

rates The assumed cash flows are sourced from an assumed yield curve which is consistent with industry

standards and conventions These valuations are adjusted for the unsecured credit nsk at the reporting date

which considers collateral posted and the impact of masternetting agreements FOr options and futures contracts

traded in over the counter markets values are determined using
discounted cash flow analyses and option pncing

models based on market rates and volatllities which are Level theasurements Interest rate lock commitments

on loans intended for sale treasury locks and credit derivatives are valued using option pricing models that

incorporate significant unobservable inputs and therefore are Level measurements

ITEMS MEASURED AT FAIR VALUE ON NON-RECURRING BASIS

From time to time certain assets may be recorded at fair value on non recumng basis These non

recumng fair value adjustments typically are result of the
application

of lower of cost or fair value accounting

or write-down occurring during the period For example if the fair value of an asset in these categories falls

below its cost basis it is considered to be at fair value at the end of the period of the adjustment In periods where

there is no adjustment the asset is generally not considered to be at fair value The following is description of

the valuation methodologies used for certain assets that are recorded at fair value

Foreclosed property and other real estate is carried in other assets at the lower of the recorded investment

in the loan or fair value less estimated costs to sell the property The fair value for foreclosed property that is

based on either observable transactions of similar instruments or formally committed sale prices is classified as

Level measurement If no formally committed sale price is available Regions also obtains valuations from

professional valuation experts and/or third party appraisers Updated valuations are obtained on at least an annual

basis Foreclosed property exceeding established dollarthresholds is valued based on appraisals Appraisals are

performed by third-parties with appropriate professional certifications and conform to generally accepted

appraisal standards as evidenced by the Uniform Standards of Professional Appraisal Practice Regions policies

related to appraisals cOnform to regulations established by the Financial Institutions Reform Recovery and

Enforcement Act of 1989 and other regulatory guidance Professional valuations are considered Level

measurements because they are basedlargely on observable inputs Regions has centralized appraisal review

function that is responsible for reviewing all appraisals for compliance with banking regulations and guidelines

as well as appraisal standards Based onthesereviews Regions may make adjustments to the market value

conclusions determined in the appraisals of real estate either as other real estate or loans held for sale when the

appraisal review function determines that the valuation is based on inappropriate assumptions orwere the

conclusion is not sufficiently supported by the market data presented in the appraisal Adjustments to the market

value conclusions are discussed with the professional valuation experts and/or third party appraisers the

magnitude of the adjustments that are not mutually agreed upon is insignificant In either event adjustments if
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made must be based on sufficient information available to support an alternateopinion Of marketvalue An
estimatedstandard discount factor which is updatedat leastannually is applied to th6appraisa1 amount for

certain commercial and investor real estate properties when the recorded investment iti the loan is transferred into

foreclosed property Internally adjusted valuations are considered Level measurements as management uses

assuinptionsthatmaynotbdobservabluinthe market

Loans held for sale for which the fair value otion has nOt been elected are recorded at the lower of cost or

fair value and therefore are reported at fair value on non-recurring basis The fair values for loans held for sale

that are based on formally committed loan sale prides oLvaluations performed using Observable inputs are

classified as Level measurement If no formally committed sales price is available professional valuation is

obtained consistent with the
process described abovefor foreclosed property and other real estate

FAIRVALUEOFFINANCIAIANSTRUMENTS

The following methods and assumptions wereused by the Company in estimating fair values of financial

instruments that are not disclosed above

Cash and cash equivalents The
carryin

amounts reported in the consolidated balance sheets and cash

flows approximate the estimated fair values Because these amounts generally relate to either currency or highly

liquid assets these are considered Level valuations

Securities held to maturity The fair values of securities held to maturity are estimated in the same manner

as the corresponding securities available for sale which are measured at fair value on recumng basis

Loans excluding leases net Of unearned inºorne and allowance fOr loan losses discounted cash

flow method under the income approach is utjlized to estimate the fair value of the loan portfolio The discounted

cash flow method relies upon assumptions about the amoutit and timing of principal and interest payments

principal prepayments and eStimates of principal defanits loss given defult and current market rates excluding

credit The loan portfolio is aggregated into categories based on loan type and credit quality For each loan

category weighted average Statistics such as coupon rate age and remaining term are calculated These are

Level valuations

Other interest-earmng assets The
darrying amounts reported in the consolidated balance sheets

approximate the estimated fair values While these lnstrutiients are not actively traded in the market the majority

of the inputs requiredto vaiue them are äctivelyquótŁdahd càii be validàedthrough external sourdes

Accordingly these are Level valuations

Deposits The fair value of non-interest bearing demand accounts interest-beanng transaction accounts

savings accounts money market accounts and certain other time deposit accounts is the amount payable on

demand at therepOfting date i.e the carrying amount Fair values for certifkates of depOit are tstiniated by

using discounted cash flow analyses based on tharket spreads tobettchmark rates These are Level valuations

Short-term and long-term borrowings The crry.ing amoCnt of short-term borrowings thported in the

consolidated balance Sheets approximate the estimated fair vaiuesand are considered Level .2 measurements as
similar inStruments are traded in active markets The fair vªlCØs of certain longtern borrowings are estimated

using quoted market prices of identical instrumentsandarecorisiderŒd Level neasurementsIfidentical

instruments are not available fair values are estimated using quoted market prices for similar instruments and are

considered Level valuations Otherwisevaluatiohsaebased on acombination of noh.binding broker quotes

and quoted prices for identical instruments in non active markets and are considered Level valuations

Loan commitments and letters of credit The estimated fair valuesfor these off-balance sheet instruthents

are based on probabilities offunding to project future loan fundings w1iieh are discounted using the loan

methodology described above The premiums/discounts are adjustedfor thetime value of money over the
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average remaining life of the commitments and the opportunity cost associated with regulatory requirements

Because the probabilities of funding and loan valuations are not observable in the market and are considered

Company specific inputs these are Level valuations

Indemnification obligation The estimated fair value of the indemnificationobligation was determined

through the use of present value calculation that takes into account the future cash flows that market

participant would expect to receive from holding the indemnification liability as an asset Regionsperformed

probability-weighted cash flow analysis and discounted the resultat credit-adjusted risk free ratØ Because the

future cash flws and probability weights are Company-specific inputs this is Level valuation

See Note 21 for additional information related to fair va1uerneasuremnts

RECENT ACCOUNTING PRONOUNCEMENTS AND ACCOUNTING CHANGES

In October2010 the FASB issued guidance addressing thediversity inpractice regarding which Øost

related to the acquisition or renewal of insurance contracts qualify as deferred axjuisition costs for insurance

entities This update amends guidance related to financial services by requiring that costs incurred with the

acquisition and renewal of inurance contracts be cpitahzed as deferred acquIsition costs Incremental direct

costs portions of employees compensation associated with time spent acquiring contracts and other costs

directly relating to the advertising underwriting issuing and processing of insuiance policies are costs that

should be capitalized to the extent that they would not have otherwise been incurred had the contracts not been

successfully acquired The amended guidance is effective for fiscal years and for interim periods within those

fiscal years beginning after December 15 2011 Regions adopted this guidance beginnitig with first quarter 2012

financial reporting The guidance did not hav material impact upon adoption

In April 2011 the FASB issued accounting guidance to reconsider effective control for repurchase

agreements The guidance simplifies the accounting for fwancial assets transferred under repurchase agreements

and similararrangements and increases the number of transfers to be accounted for as secured borrowings as

opposed to sales The amended guidance is effective prospectively for new transfers and existing transactions

modified as of the first interim or annual period beginning on or after December 15 2011 Regions periodically

accesses funding markets through sales of securities with agreements to repurchase Repurchase agreements are

also offered through commercial bnking sweep product asa short-term investment opportunity for customers

Allsuch arrangements are considered typicai of the banlçing idustry andre accounted for as borrowings

Regions adopted this guidance beginmng with first quarter ZQl2 financial reporting there was no material impact

upon adoption

In May 2011 the FASB issued new guidance to createa uniform framework for applying fair value

measurement principles for cpmpanies around the world The new gudance eliminates differences letween

GAAP aid International.Financial Reporting Standards IFRS issued by the International Accounting

Standards Board New disclosures required by the guidance include quantitative information about the

significant unobservable inputs used for Level measurements qualitative discussion about the sensitivity of

recurnng Level measurements to changes the unobservable inputs disclosed including the interrelationship

between inputs and description of the companys valuation processes This guidance is effective for inteflm

and annual periods beginning after December 15 2011 Regions adopted this guidance beginning with first

quarter 2012 financialreporting SeeNote 2.1 for the newly-required disclosures

In June 2011 the FASB issued new guidance amending disclosure requirements for the presentation of

comprehensive income The guidance eliminates the option to present components of accumulated other

comprehensive income loss AOCI as part of the statement of changes in shareholders equity All changes

in AOCI will be .presented either in single continuous statement of comprehensive income or in two separate

but consecutive financial statements The guidanCe does not change the itenis thatmust be rptn1ed in AOCI.

This guidance iseffective for fiscal years and interim reporting periods within those years begiiming after
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December 15 2011 Regionsadopted this new guidance withfirst.quarter20l2 financial reporting In December

2011 the FASB-issued accounting guidance thatindefinitely defers the effective dateof certain provisions

concerning the presentationof comprehensive income The guidance indefinitelydefers the requirement to

present reclassification adjustments by component in both the- statrnent where net income is presented and the

statement where accumulated other..comprehensivŁ income is presented See the-consolidated statements of

comprehensive income-loss for further details

In September 2011 the FASB issued--accounting guidance related to goodwill impairment testing The

guidance al1o- entities-to electto- flrst perform--qualitative-tests to detenine the likelihood that the efltitys fair

value is.i.essthanits carrying value If it is determined thatt is more likely- than not that the fair value of

reporting entity is less than its carrying amount the entity wpuld then perform the first step of the goodwill

impairment test The guidance refers to several factors to consider when performing the qualitative analysis

including macroeconomic factors industry factors and entity-specific factors The guidance is effective

prospectrvely for annUal and interim goodwill impairment tests performed for fiscal years beginning after

December 15 201 Regions adopted this guidance beginning with the first quarter 2012 financial reporting The

amended guidance didnot have a.material impact upon adoption --

ItTUREAPiLICAtIONOFACCOUTINGStANDARDS --

In Decpmber 2011 the FASB issued new accounting guidance that eliminates offsetting of financial

instruments disclosure differences between GAAP and IFRS New disclosures will be required for recognized

financial instruments such as derivatives repurchase agreements and reverse repurchase agreements that are

either offset on the balance sheet in accordance with the FASB offsetting guidance or subject to an

enforceable master netting arrangernent orsim-ilaragreement regardless of whether they are offset in accordance

with the FSBsoffsetting guidance The objective- of the .new.disclosue requirements is to enable users of the

financial statements to evaluate the effect or potential çffect of netting rrangernentson an entitys.fnanciai

position including the effect or potential effect of rights of setoff associated with certain financial instruments

and derivative instruments This amended guidance will be applied retrospectively and is effective for fiscal

years and intenm penocs within those years beginning on or after January 2013 The adoption of this

guidance which involves disclosure only will not impact Regions consolidated financial position results of

operationsor.cah.flows --

In July 2012 the FASB issued new accounting guidance related to the impairment of indefinite-lived

intangible assets The guidance simplifies how entities test indefinite lived intangible assets other than goodwill

and is similar to the new qualitative impairment test for goodwill The guidance allows entities to elect to first

perform qualitative tests to determine the likelihood that the indefinite-lived intangible assets fair value is less

than its carryIng value If it is determined that it is mOre likely than not that the fair valUe Of the indefinite-lived

intangible asset is less than its carrying amount the entity would then perform the first step of the goodwill

impairment test The guidance is effective for annual and intºiimimpairment tests performed for fiscal years

beginning after September 15 2012 The adoption of this guidance is not expected to have material impact to

the consolidated financial statements --

NOTE VARIABLE INTIREST ENTITIES

Regions is involved invarius entities that are considered to be VIEs as defined by authoritative accounting

literature Generally VIE- is a-corporation partnership trust or other legal- structure that eitherdóes not have

equity investors with substantive voting rights or has equity-investors -that do not provide-sufficient financial.

resources for -the-entity to support its activities following discusses the -ViEs in which Regions has a-

significant interest

Regions owns-the common stock of subsidiary business usts which had issued- mandatorily- redeemable

preferred capita1securitiestrustpreferred securitiesinthe aggregate of approximately $1 billion at the time

of issuance The aggregateprincipal amount of-trust preferred securities-outstanding at December 31- 201.2 and
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2011 was approximately $498 million and $843 million respectively.in
the fourth quarter of 2012 Regions

redeemed all issued and outstanding 8.875% trust preferred securities issued by Regions Financing Trust.III

which totaled approximately $345 million These trusts meet the definition of VIE of which Regions is not the

primary beneficiary the trusts only assets are junior subordinated debentures issued by Regions which were

acquired by the trusts using the proceeds from the issuance of the trust preferred securities and common stock

The junior subordinated debentures are included in long-term borrowings see Note 12 and Regions equity

interests in the business trusts are included in other assets on the consolidated balance sheets Interest expense on

the junior subordinateddebentures is reported in interest expense on long-termborrowings For regulatory

reporting and capital adequacypurposes the Federal Reserve Board has indicated that such trust preferred

securities currently constitute Tier capital but beginning in 2013 trust preferred securities will bephased out

as an allowable component of Tier capital over three-year period

Regions Timberland Group business of Regions that is managed by the trust division operates and acts as

trustee for timber land and related assets in timber land funds primarily serving institutional investors These

funds individually meet the definition of VIE of which Regions is not the primary beneficiary and collectively

meet the criteria for qualified asset manager accordingly Regions does not currently consolidate these funds

Regions periodically invests in various limited partnerships that sponsor affordable housing projects which

are funded through combination of debt and equity These partnerships meet the definition of VIE Due to the

nature of the management activities of the general partner Regions is not the primary beneficiary of these

partnerships and accounts for these investments in other assets on the consolidated balance sheets using the

equity method Regions reports
its equity share of the partnership gains and losses as an adjustment to non-

interest income Regions reports its commitments to make future investments in other liabilities on the

consolidated balance sheets The Company also receives tax credits which are reported as reduction of income

tax expense or increase to income tax benefit Additionally Regions has short-term cOnstruction loins or letters

of credit commitments with certain limited partnerships
The funded portion of the short-term loans and letters of

credit is classified as commercialandiiidustrial loans or investor real estate construction loans as applicable on

the consolidated balance sheets Regions alsohas long-term mortgage loans with certain limited partnerships

These long-term loans are classified as investor real estate mortgage loans onthe consolidated balance sheets

summary of Regions equity method investments and related loans and letters of credit representing

Regions maximum exposure to loss as of December 31 is as follows

2012 2011

In millions

Equity method investments included in other assets $774 $873

Unfunded commitments iicluded in other liabilities 197 184

Short-term construction loans and letters of credit commitments 165 .180

Funded portion of short-term loans and letters of credit 82 59

NOTE DISCONTINUED OPERATIONS

On January 11 2012 Regions entered into stock purchase agreement to sell rgan Keeg and related

affiliates to Raymond James Financial Inc Raymond James The transaction closedon April 2012

Regions Investment Management Inc formerly known as Morgan Asset Management mc and Regions Trust

were not included in the sale The total purchase price received by the Company was $1.2 billion tOtal $19

million pre-tax gain on sale which included $256 million adjustment of liabilities to record the legal

indemnification at fair value as discussed in the next paragraph was recorded in 2012 as component of

discontinued operations

In connection with the closing of the sale Regions agreed to indemnify Raymond James for all litigation

matters related to the pre-closing activities Losses under the indemnification include legal andotherexpenses

such as costs for defense judgments settlements and awards associated with the resolution of litigation related to
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Interest income

Interest expense

Net interest income

Non-interest income

Brokerage investment banking and capital markets

Gain on sale

Other

Total non-interest income

Non-interest expense

Salaries and employee benefits

Net occupancy expense

Furniture and equipment expense

Goodwill impainnent

Regulatory charge

Professional and legal expenses

Other

Total non-interest expense

Income loss from discontinued operations before income taxes

Income tax expense benefit

Income loss from discontinued operations net of tax

Earnings loss per connon share from discontinued operations

Basic

Diluted

pre-closing activities Regions increased existing liabilities on the consolidated balance sheet in the second

quarter by approximately $256 million such that the resulting amount of $385 million reflected the fair value of

the indemnification at the close of the transaction See Note 23 for related disclosure

The following .table represents the condensed results of operations for discontinued operations for the years

ended Deºember 31

Year Ended December31

2012 2011 2010

In miIIions except per share data

8$ 37$ 52

31 43

233 938 990

.19

1.2 57 52

264 995 1042

171 644 678

P.9 .36 37

30 27

492

.. 125

152 93 134

30 139 125

370 1434 1126

99 408 41
40 30

59 404 71

$0.04 0.32 0.06

$0.04 0.32 0.06
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NOTE SECURITIES

The amortized cost gross unrealized gains and losses and estimated fair value of securities available for

sale and securities held to maturity are as follows

December 312012

Gross Gross Estimated

Amortized Unrealized Unrealized Fair

Cost Gains Losses Value

In millions

Securities avàilable for sale

U.S Treasury securities 50 52

Federal agency securities 550 553

Obligations of states and political subdivisions

Mortgage-backed securities

Residential agency 20721 574 18 21277

Residential non-agency
12 13

Commercial agency
705 20 725

Commercial non-agency 1055 43 1098

Corporate and other debt securities 2762 81 2835

Equity securities 679 682

$26543 $729 $28 $27244

Securities held to maturity

U.S Treasury securities

Federal agency securities

Mortgage-backed securities

Residential agency

10

DecembeE 312011

Gross Gross Estimated

Amortized Unrealized Unrealized Fair

Cost Gains Losses Value

In millions

Securities available for sale

U.S Treasury securities 95 98

Federal agency securities 147 147

Obligations of states and political subdivisions 24 12 36

Mortgage-backed securities

Residential agency 21688 494 22175

Residential non-agency
15 16

Commercial agency
318 326

Commercial non-agency 314 321

Corporate and other debt securities 539 537

Equity securities 817 815

$23957 $532 $18 $24471

Securities held to maturity

U.S Treasury securities

Federal agency securities

Mortgage-backed securities

Residential agency
10

16 $1 17

146



Entities inchided with the sale of Morgan Keegan and related affiliates had approximately $2rnillion in

securities available for sale at December 31 20.11 which are included in the table above There were no such

securities at December 31 2012 as these entities were sold during the second quarter of 2012 as discussed in
Note3

Equit.y securities in the tables abvºincluded the.following amortized cost related to Federal Reserve Bank

stock and Federal Home Loan Bank FHLB stock Shares in he federal Reserve Bank and FHLB are

accounted for at amortized cost whichapprOxirates fair aIue

Securities with carrying values of $11 .8 billion and $14.3 billion at December 31 2012 and 2011

respectively were pledged to secure public funds trust deposits and certain borrowing arrangements

The amortized cost and estimated fair value of securities aylable for sale and securities held to maturity at

December 31 2012 by contractual maturity are shown below Expected maturities will differ from contractual

maturities because borrowers may have the right to call or prepay obligatiois with or without call or prepayment

penalties

Securities available for sale

Due in one year or less

Due after oneyºar through five years

Due after five
years through ten years

Due after ten years

Mortgage-baked securities

Residential agency

Residential non-agency

Commercial agency

Commercial non-agency

Equity securities

Securities held to maturity

Due in one year or less

Due after one year through fl years

Due after five years through ten years

Due after ten years

Mortgage-backed securities

Residential agency

December 31 December312012 2011

In millions

Federal Reserve Bank $484 $481

Federal Home Loan Bank 73 219

Amortized Estimated

Cost Fair Value

In millions

31 31

985 1007

1843 1883

512 528

20721

12

705

1055

679

21277

725

1098

682

$26543 $27244

10 11
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The following tables present gross unrealized losses and the related estimated fair values of securities

available for sale at December 31 2012 and 2011 There wereno gross unrealized losses on debt securities held

to maturity at both December 31 2012 and 2011. These securities are segregated between investmentsthathave

been in continuous unrealized loss position for less than twelve months and twelve months or more

December 31 2012

Less Than

Twelve MOnths Twelve Months or More Total

Gioss Gross Gross

Estimated Fair Unrealized Estimated Fair Unrealized Estimated Fair Unrealized

Value Losses Value Losses Value Losses

In millions

Federal agency securities 350 350

Mortgage-backed securities

Residential agency 1777 16 157 1934 18
All other securities 884 884

$3011 $26 $157 $3168 $28

December 312011

LessThan

Twelve Months Twelve Months or More Total

Gross Gross Gross

Estimated Fair Unrealized Estimated Fair Unrealized Estimated Fair Unrealized

Value Losses Value Losses Value Losses

In millions

Mortgage-backed securities

Residential agency $1778 $1778

All other securities 291 296 11

$2069 $16 $2074 $18

For the securities included in the tables above management does not believe any individual unrealized loss

which was comprised of 378 securities and 524 securities at December 31 2012 and 2011 respectively

represented an other than temporary impairment as of those dates The Company does not intend to sell and it is

not more likely than not that the Company will be required to sell the securities before the recovery of their

amortized cost basis which may be at maturity

Credit-related impairment charges were immaterial for the years ended December 31 2012 2011 and 2010

Cash proceeds from sale gross realized gains and
gross

realized losses from continuing operations on sales

of available for sale securities are shown in the table below The cost of securities sold based on the specific

identification method

For the Years Ended December31

2012 2011 2010

In millions

Proceeds $2571 $7859 $10340

Gross realized gains
49 112 424

Gross realized losses 30

Net securities gains
48 112 394
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The following table details net gains losses for trading.account securities

For the Years Ended December31

2012 2011 2010

In millions

$34 $32 $52

28 30

Included in the table above ar anioUæts refated to activities Of Morgan Keean The totals include

approximately $25 million $35 million and $51 million of total net gains related to Morgan Keegan activitis

for the
years ended December 31 2012 2011 and 2010 respectively These amounts are included within the

results from discoiitinued operations

NOTE LOANS

The following table presents the distribution by loan segment and class of Regions loan portfolio net of

unearned income

Commercial and industrial

Commercial real estate mortgageowner-occupied

Commercial real estate constructionowner-occupied

Total comthercial

Commercial investor real estate mortgage

Commercial investor real estate construction
________ ________

Total investor real estate

Resicleiitial first mortgage

Home equity

Indirect

Consumer credit card

Other consumer

Total consumer
______ ______

Dnring 2011 kegibns purchased approximately $1 .1 billion of Regions-branded credit card àccounts from

FIA Card Serviôes The purehase included approximately $1 .0 billion in consumer predit card accounts with the

remainder in small business credit card accounts which are included in the commerŒialand industrial portfolio

class

During 2012 and 2011 Regions also purchased approximately $882 million and $675 million respectively

in indirect loans from third party

During 2012 Regions sold approximately $184 million of securities-based commercial and industrial loans

to Raymond James pursuant to the Morgan Keegan sale see Note These loans were made by Regions but

were originally referred through Morgan Keegan and were secured by customer assets held in custody at Morgan

Keegan There were no such sales of loans during 2011

The loan portfolio is diversified geographically primarily within Alabama Arkansas Florida Georgia

Illinois Indiana Iowa Kentucky Louisiana Mississippi Missouri North Carolina South Carolina Tennessee

Texas and Virginia
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Total net gains....
Unrealized portion

December31 December31

2012 2011

In millions net of unearned income

$26674

iooP
302

37071

6808

914

7722

12963

11800

2336

906

1197

29202

$73995

$24522

11166

337

36025

9702

1025

10727

13784

13021

18t8

987

1202

30842

$77.594



Regions considers its investor real estate specifically loans secured by land multi-family andretail and

home equity loans secured by second liens in Florida to be concentrations resulting from continued economic

pressures
and dOwnturns in the real estate market Land totaled $558 million at December 31 2012 as compared

to $857 million at December 31 2011 Multi-family and retail totaled $3.3 billion at December 31 2012 as

compared to $4.9 billion at December 31 2011 The credit quality of the investor real estate portfolio segment is

sensitive to risks associated with construction loans such as cost overruns project completion ns1 general

contractor credit risk environmental and other hazard risks and market risks associated with the sale or rental of

completed properties The portion of the.home equity portfolio where the co1latera.is comprised of secod liens

in Florida was $2.4 billion and $2.8 billion at Decenber 312012 and 2011 respectively

The following table includes certain details related to loans net of unearned income for the years ended

December 31

2012 201i

In millions

Unearned income $748 $870

Unamortized fees net 55 27
Unamortized discounts net 21

The following tables include details regarding Regions investment in leveraged leases included within the

commercial and industrial loan portfolio class as of and for the
years

ended December 31

2012 2011

In millions

Rentals receivable $673 $855

Estimated residuals on leveraged leases 312 315

Unearned income on leveraged leases 551 703

2012 2011 2010

In millions

Pre tax income from leveraged leases $43 $46 $67

Income tax expense on income from leveraged leases 35 45 53

The income above does not include leveraged lease termination gains of $14 million $8 million and $78

million with related income tax expense of $11 million zero and $74 million for the years ended Decemier 31

2012 2011 and 2010 respectively

At December 31 2012 $11.5 billion of loans held by Rgions were pledged to secure borrowings from the

FHLB see Note 12 for further discussion At December 31 2012 an additional $249 billion of loans leld by

Regions were pledged to the Federal Reserve Bank
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NOTE ALLOWANCE FOR CREDIT LOSSES

The allowance for credit losses represents managements estimate of credit losses inherent in the loan and

credit commitment portfolios as Of year-end The alkwance for credit losses consists of two components the

allowance for loan and lease losses and the reserve for unfunded credit commitments Managements assessment

of the appropriateness of the allowance for credit losses is based on combination of both of these components

Regions determines its allowance for credit losses in accordance with applicable accounting literature as well as

regulatory guidance related to receivables and contingencies Binding unfunded credit commitments include

items such as letters of credit financial guarantees and binding unfunded loan commitments

CALCULATION OF ALLOWANCE FOR CREDIT LOSSES

As part of the Companys ongoing effprts to enhance the allowance calculation and in response

regulatory guidance the home equity portfolio was segmented at more granular level during 1he.first quarter of

2012 Loss rates for home equity products are now developed based on lien position status as troubled debt

restructuring TDR geography past due status and refreshed FICO scores for non-past due loans The

enhancement had the impact of reducing the component of the allowance for loan losses related to home equity

loans by an estimate of approximately $30 million

In addition to the home equity enhancement in the second quarter of 2012 the Company refined the

methodology for estimation of the reserve for unfunded credit commitments. Before tbechange the Company
based the reserve for unfunded credit commitments on an analysis of the overall probability of funding and

historical losses Beginning with the second quarter of 2012 the reserve is based on an exposure at default

EAD multiplied by probability of default PD miltip1iedby 1os-givn default LGD The EAD is

estimated based on an analysis of hitbrical funding patterns for defaulted loans in various categories The PD

and LGD align with the statistically-calculated parameters used to calculate the allowance forloan losses for

various pools which are based on credit quality indicators and product type The methodology applies to

commercial and investor real estate credit commitments and standby letters of credit The Cmpany made this

change to enhance portfolio segmentation within the calculation of thereservfor unfunded credit commitments

and to improve overall consistency within the calculation of the allowance for credit losses The change did not

have material impact on the allowance for credit losses or the reserve for unfunded credit commitments

Except for the enhancements to home equity segmentation and to the reserve for unfunded credjt

commitments described above there were no changes during 2012 in methodology for theclculation of the

allowance for credit losses or policies for identification of non-accrual loans or for charge-Offs See Note fOr

detailed description of the Companys methodology
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ROLLFORWARD OF ALLOWANCE FOR CREDIT LOSSES

The following tables present an analysis of the allowance for credit losses by portfolio segment for the years

ended December 31 2012 and December 31 2011 Thetoal allowance for credit losses is then disaggregated to

detailthe amounts derived through individual evaluation and the amounts calculated through collective

evaluation The allowance for loan losses related to individually evaluated loans includes reserves for non-

accrual loans and leases equal to or greaterthan$25 million The allowance forloan losses related to

collectively evaluated loans includes the remainder of the portfolio

Investor Real

Commercial Estate Consumer Total

In millions

991 724 2745

295 364 213

Net loan losses 327

Allowance for loan losses December31 2012 847

Reserve for unfunded credit commitments January 2012 30

Provision credit for unfunded credit commitments 39

Reserve for unfunded credit commitments December 31 2012 69

Allowance for credit losses December 31 2012 916
_____

Portion of ending allowance for loan losses

Individually evaluated for impairment 96 73

Collectively evaluated for impairment 751 396

Total allowance for loan losses 847 469

Portion of loan portfolio ending balance

Individually evaluated for impairment 432

Collectively evaluated for impairment 36 639
______

Total loans evaluated for impairment $37 071
______

2012

Allowance for loan losses January 2O12 1030

Provision credit for loan losses 144

Loan losses

Charge offs 404 272
Recoveries 77 45

547 1223

_____
62 184

227 485 1039

469 603 1919

26 22 78

16 18
10 83

479 607 2002

169

603 1750

.$ 603 1919

749

2920 73246

$29 202 $73 995

315

7407

$7722
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_______ _______
30835

_______

_______ _______
$30842

_______

An analysis of the allowance for credit losses in the aggregate for the year ended December 31 2010

follows

2010

In millions

Allowance for loan losses beginning of year 3114

Provision for loan losses 2863

Loan losses

Charge-offs

Recoveries
______

Net loan losses

Allowance for loan losses end of year

Reserve for unfunded credit commitments beginning of year

Credit for unfunded credit conmiitments
______

Reserve for unfunded credit commitments end of year

Allowance for credit losses end of year

2011

Investor Real

Comniercial Estate Colisumer Total

In millions

Allowance for loan losses January 2011 1055 1370 760 3185

ProvisiOn for loan losses 475 -- 468 587 1530

Loan losses

Charge-offs 550 880 677 2107
Recoveries 50 33 54 137

Netloanlosses 500 847 623 1970

Allowance for loan losses December 31 2011 1030 991 724 2745

Reserve for unfunded credit Łommitments January
2011 32 16 23 71

Provision credit for unfunded credit commifiuients 10

Reserve for unfunded credit conmiitments December 31 2011 30 26 22 78

Allowance for credit losses December 31 2011 1060 1017 746 2823

Portion of ending allowance for loan lossŁ

Individually evaluated for impairment 101 169 271

Collectively evaluated for impairment 929 822 723 2474

Total allowance for loan losses .... 1030 .$ 991 724 2745

Portion of loan portfolio ending
balance

Individually evaluated for impairment 473 624 $1104

Collectively evaluated for impairment 35552 10103
_______

76490

Total loans evaluated for impairment $36025 $10727
_______

$77594

2912
120

2792

3185

74

71

3256

PORTFOLIO SEGMENT RISK FACTORS

The following describe the risk characteristics relevant to each of the portfolio segments

CommercialThe commercial loan portfolio segment includes commercial and industrial loans to

commercial customers for use in normal business operations to finance working capital needs equipment
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purchases or other expansion projects Commercial also includes owner-occupied commercial real estate loans to

operating businesses which are loans for long term financing of land and buildings and are repaid by cash flow

generated by business operations Owner-occupied construction loans are made to commercial businesses for the

development of land or construction of building where the repayment is derived from revenues generated frotn

the business of the borrower Collection nsk in this portfolio is driven by the creditworthiness of underlying

borrowers particularly cash flow from customers business operations

Investor Real EstateLoans for real estate development are repaid through cash flow related to the

operation sale or refinance of the property This portfolio segment includes extensions of credit to real estate

developers or investors where repayment is dependent on the sale of real estate or income generated from the real

estate collateral portion of Regions investor real estate portfolio segment is comprised of loans secured by
residential product types land single-family and condominium loans within Regions markets Additionally

these loans are made to finance income producing properties such as apartment buildings office and industrial

buildings and retail shopping centers Loans in this portfolio segment are particularly sensitive to valuation of

real estate

ConsumerI he consumer loan portfolio segment includes residential first mortgage home equity indirect

consumer credit card and other consumer loans Residential first mortgage loans represent loans to consumers to

finance residence These loans are typically financed over 15 to 30 year term and in most cases are extended

to borrowers to finance their primary residence Home equity lending includes both home equity loans and lines

of credit This type of lending which is secured by first or second mortgage on the borrowers residence

allows customers to borrow against the equity in their home Real estate market values as of the time the loan or

line is secured directly affect the amount of credit extended and in addition changes in tiese values impact the

depth of potential losses Indirect lending which is lending initiated through third party business partners is

largely comprised of loans made through automotive dealerships Consumer credit card includes Regions

branded consumer credit card accounts purchased during 2011 from FIA Card Setvites as well al new

originations since the purchase date Other consumer loans include direct consumer installment loans and

overdrafts Loans in this portfolio segment are sensitive to unemployment and other key coisumer economic

measures

CREDIT QUALITY INDICATORS

The following tables present credit quality indicators for the loan portfolio segments and classes excluding

loans held for sale as of December 31 2012 and 2011 Commercial and investor real estate loan classes are

detailed by categories related to underlying credit quality and probability of default Regions assigns these

categories at loan origination and reviews the relationship utilizing risk-based approach on at minimUm an

annual basis or at any time management becomes aware of information affecting the borrowers ability to fUlfill

their obligations Both quantitative and qualitative factors are considered in this review process These categories

are utilized to develop the associated allowance for credit losses

Passincludes obligations where the probability of default is considered low

Special Mentionincludes obligations that have potential weakness which may if not reversed or

corrected weaken the credit or inadequately protect the Companys position at some future date

Obligations in this category may also be subject to economic or market conditions which may in the

future have an adverse affect on debt service ability

Substandard Accrualincludes obligations that exhibit well-defined weakness which presently

jeopardizes debt repayment even though they are currently performing.TheseObligations are

characterized by the distinct possibility that the Company may incur loss in the future if these

weaknesses are not correCted

Non-accrualincludes obligations where management has determined thatfull payment of principal

andinterestisindoubt
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Substandard accrual and non-accrual loans are often collectively referred to as classified Special mention

substandard accrual and non-accrual loans are often co1lectvely rfened to as criticized and classified Classes

in thconsumer portfolio segment are disaggregated by accrual status

Residential first mortgage

Home equity

Indirect ..

Consumer credit card

Other consumer

.Total consumer

Accrual Non-accrual Total

In millions

$214

128

______
$342

______

$12963

11800

2336

906

1197

$29202

$73995

December 312011

.- December 31 2012

Special Substandard

Pass Mention Accrual Non-accrual Total

In millions

COmmercial andindustriai 1$2525 $560 $480 $409 $26674

Commercial real estate mortgageowner-occupied 8976 240 440 439 10O95

Commercial real estat constructionwner-occupied 278 J4 302

Total commercial $34479 $803 $927 $862 $3071

Conimerical investor real estate mortgage 5089 $435 $827 $457 6808

Commercial investor real estate construction 733 98 .63 20 914

Total investor real estate 5822 $533 $890 $477 7722

$12749

11672

2336

906

1197

$28860

Special

Pass Mention

$22952 $479

9773 262

275 27

$33000 $768

6851 $756

531 113

7382 $869

Substandard

Accrual Non-accrual

In millions

634 457

541 590

10 25

$1185 $1072

$1361 734

201 180

$1562 914

Commercial and.industrial

Commercial real estate mortgageowner-occupied

Commercial real estate construction-----owner-occupied

Total commercial

Commercial investor real estate mortgage

COmmercial investor real estate construction

Total investor real estate

Residential first mortgage

Home equity

Indirect

Consumer credit card

Other consumer

Total consumer
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Total

$24522

1L166

______
337

______
$36025

9702

_____ 1025

______
10727

________
Total

$13784

13021

1848

987

1202

$386 $30842

$77594

Accrual Non-accrual

In millions

$250

136

$13534

12885

1848

987

1202

$30456



AGING ANALYSIS

owner-occupied

Commercial real estate

constructionowner occupied

construction

Total investor real estate

Residential first mortgage

Home equity

indirect

Consumer credit card

Other consumer

Total consumer

Commercial and industrial 38 23

Commercial real estate mortgage

owner-occupied

Commercial real estate

construction-owner-occupied

Total commercial

Commercial investor real estate

mortgage 34.. 42

Commercial investor real estate

construction

Total investor real estate

Residential first mortgage

Home equity

Indirect

Consumer credit card

Other consumer

Total consumer

The following tables include an aging analysis of days past due DPD for each portfolio segment and class

December 312012

Accrual Loans

30 59 DPD 60 89 DPD 90 DPD Total 30 DPD Total Accrual Non accrual Total

In millions

Commercial and industrial 27 23 19 69 $26265 409 $2674
Commercial real estate mortgage

49 28 83 9656 439 10095

Total commercial

Commercial investor real estate

mortgage .. 38 42

Commercial investor real estate

51 25 152

11 91

43

86

53

11

307

87

39

149

100

31

.19

306

$421

93

542

240

43

20

477

214

128

288 14 302

36209 862 37071

6351 457 6808

894
_____

914

7245
______

7722

12749 12963

11672 11800

2336 2336
906 906

1197
______ _______

28860
______ _______

$72314
_____ ______

14 28

160

$254

414

$450

27

880

$1125

December 312011

Accrual Loans

30-59 DPJ 60-89 DPD 90 DPD

1197

342 29202

$1681 $73995

.. .3 312 25

88 47 37 172 34953 1072

Total 30 DPD Total Accrual Non-accrual Total

In millions

28 89 $24065 457 $24522

23 79 10 590 11166

337

36025

13 89 8968 734 9702

23 28 845 180 1025

57 47 13 117 9813 914 10727

187 100 284 571 13534 250 13784

121 77 93 291 12885 136 13021

26 35 1848 1848

14 27 987 987

20 30 1202 l2b2

362 195 397 954 30456 386 30842

$507 $289 $447 $1243 $75222 $2372 $77594
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Commercial and industrial 467 62

CommerŒial real estate mortgage
owner-occupied 503 64

Commercial real estate construction

owner occupied 18

Total commercial 988 130

Commercial investor real estate

mortgage 560 103

Commercial investor real estate

construction 26

Total investor real estate 109

Residential first mortgage 152 55

Home equity 32

Total consumer 184 .66

Total $1758 $305

IMPAIRED LOANS

The following tables present
detaiisTrelated toihe Companys impaired loans with separate

tables for non-accrual

accrual and total impaired loans Loans deemed to be impaired include non accrual commercial and investor real estate

loans excluding leasing and all TDR including accrumg commercial investor real estate and consumer TDRs

Loans which have been fullyc.harged-off1o not appear in the tables below

Nonaccrual Inpaired Loans As of Decembe31.012

Total Impaired

Impaired Loans on Non- Impaired
Loans on accrual Status Loans on Non-

Unpaid Charge offs Non with No accrual Status Related

Principal and Payments accrual Related with Related Allowance for

Balance1 Applied Status Allowance Allowance Loan Losses Coverage %4

Dollars in millions

405 63 342 $128 407%

Book Value3

439 44 395 148 .42.1.

14

858 Ill

10 38.9

747 79 41.4

457 54 403 132 42.0

20 18 50.0

477 56 421 19 42.3

97 97 13 44.7

21 21 40.6

118 118 15 44.0

$1 453 $167 $1 286 $433 420%

Accrwng Impaired Loans As of December 312012

Charge- Related

Unpaid offs and Allowance

Principal Paymenb Book for Loan

Balance1 Applied2 Value Losses Coverage %4

Dollars in millionsl

Commercial and industrial 299 292 42 16.4%

Commercial real estate mortgageowner-occupied 213 209 25 13.6

Commercial real estate constructionowner-occupied

Total commercial 513 11 502 67 15.2

Commercial investor real estate mortgage 782 10 772 97 13.7

Commercial investor real estate construction 107 107 16 15.0

Total investor real estate 889 10 879 113 13.8

Residential first mortgage 1101 13 1088 144 14.3

Home equity 411 406 36 10.0

Indirect 50.0

Other consumer 40 40 2.5

Total consumer 1554 19 1535 181 12.9

Total $2956 $40 $2916 $361 13.6%
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Commercial investor real estate

mortgage 1342

Commercial investor real estate

construction

Total investor real estate

Residential first mortgage

Home equity

Indirect

Other consumer

Total consumer

Total impaired loans $4714

Total Impaired Loans As of December 312012

Book Value3

Impaired Ithpaired

Loans Loans Related

Unpaid Charge offs Total with No with Allowance

Principal and Payments Impaired Related Related fOrLoan
Balance Applied2 Loans Allowance Allowance Losses Coverage %4

Dollars in millions

çommercialandindustrial 766 69 $697 $63 634 $170 31.2%

Commercial real estate mortgage

owner-occupied 716 68 648 44 604 173 33.7

Commercial real estate construction

owner-occupied 19 15 11 36.8

Total commercial 501 141 360 111 249 346 324

113 1229 54 1175 229 255

133 127 125 23 2L8

1475 119 1356 56 1300 252 25.2

1253 68 1185 1185 157 18.0

443 16 427 427 38 122

50.0

40 40 40 2.5

1738 85 1653 1653 196 162

$345 $4369 $167 $4202 .$74 242%

Unpaid pnncipal balance represents the contractual obligation due from the customer and includes the net

book value plus charge-offs and payments applied

Charge-offs and payments applied represents cumulative partial charge-offs taken as well as interest

payments received that havebeen applied against the outstanding principal balance

Book value represents the unpaid pnncipal balance less charge offs and payments applied it is shown

before any allowance for loaniosses..

Coverage represents oharge-offs and payments applied plus the related allowance as percent of the

unpaid pnncipal balance

158



Commercial and industrial

Commercial real estate mortgage
owner-occupied

Commercial real estate

constructionowner-occupied

Total commercial

Commercial investor real estate

mortgage

CommerØial investor real estate

construction

Total investor real estate

Residential first mortgage

Home equity

Total consumer

Total

_____
62 50.0

_____
285 43.1

15 43.8

_____
46.2

_____
$633 415%

Accruing Impaired Loans As çembr 2011

Charge- Related

Unpaid offs and Allowance

-Principal Payments Book for Loan

Balance Applied2 Value Losses Coverage %4

Dllats ill-millions

290 289 $60 21.0%

.205 -3 202 30 16.1

____
.497 493 90 18.9

862 i855 174 21.0

140 140 81 57.9

1002 .995 .255 .- 26.1

1025 12 1013 148 15.6

428 424 60 15.0

55 55 1.8

1509 16 1493 209 14.9

$3008 27 $2981 $554 19.3%

Non-accrual Impaired Loans As of December 312011

Book Value3

Total Impaired

Impaired Loans on Non- Impaired

Loans on accrual Status Loans on Non-

Unpaid Charge-ofla Non- with No accrual Status Related

Principal aiuLPayments accrual -Related with Related Allowance for

Balance1 Applied2 Status Allowance Allowance Loan Losses Coverage %4

Dollars in millions

468 88 380 61 319
--

$129 46.4%

679 88 591 34 557 192 41.2

___ 12 25 24 .10- 9.5

______
188 996 96 900 .. 33 43.8

136 734 63 671 22 -- 413

37

1184

870

236

1106

146

26

172

$2462

56

192

49

10

59

$439

180

914

97

16

113

$2023

23

86

$182

157

828

97-

16

113

$1841

Commercial and industrial

Commercial real estate mortgageowner-occupied

Commercial real estate construction--owner-occupied

Total commercial

Commercial investor real estate mortgage

Commercial investor real estate construction -.

Total investor real estate

Residential first mortgage

Home equity

Indirect

Other consumer

Total consumer

Total
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conercial and industrial 758 89

Commercial real estate mortage
owner-occupied 884 91

Commercial real estate construction

owner-occupied 39 .12

Total commercial 1681 .192

Commercial investor real estate

mortgage 1732

Commercial investor real estate

construction 376

Total investor real estate 2108

Residential first mortgage 1171

Home equity 454

Indirect

Other consumer 55

Total cOnsumer 1681

Total impaired loans $5 470

Total Impaired Loans As of December 31 2011

320

1909

1110

440

55

1606

$5004

Unpaid principal balance represents the contractual obligation due from the customer and includes the net

book value plus charge-offs and payments applied

Charge-offs and payments applied represents cumulative partial charge-offs taken as well as interest

payments received that have been applied against the outstanding principal balance

Book value represents the unpaid principal balance less charge-offs andpayments applied it is shown

before any allowance for loan losses

Coverage represents charge-offs and payments applied plus the related allowance as percent of the

unpaid principal balance
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Book Value3

Impaired Impaired
Loans Loans Related

Unpaid Charge-otTs Total with No with Allowance

Principal and Payments Impaired Related Related for Loan

Balaflce1 .Applied2 Loins Allowance Allowance Losses Coverage %4

Dollarin millions

669 61 608 189 36.7%

759 222 35.4

27 26 10 564

1489 96 1393 421 365

143 589 63 526 397 31

56

199

61

14

75

$466

23 297 143 52.9

86 1823 540 35.1

1110 163 19.1

440 62 16.7

55 1.8

1606 226 17.9

$182 $4822 $1187 30.2%



In millions

23 30

1467 27 1354 12

1510 40 1457 22

210 449

1720 47 1906 26

1157 39 1086 41

439 22 410 21

______
61

_____
64 1559 66

_____
$138 $4819 $104

The following table presents the averag balances of total impaired loans and interest income for the years

ended December 31 2012 and 2011 Interest incOme recognized represents interest recognized on loans modified

in TDR and are therefore considered impaired which are on accruing status

Year Ended December31

2012 2011

Intest Interest

Average Income Average Income

Balance Recognized BalaUce Recognized

16

11

563

761

Commercial and industrial 707

Commercial real estate mortgageowner-occupied 737

Commercial real estate constructionowner-occupied

Total commercial

Commercial investor real estate mortgage

Commercial investor real estate construction

Total investoE real estate

Residential first mortgage

Home equity

Indirect

Other consumer 47

Total consumer 1645

Total impaired loans $4 832

No material amount of interest income was recognized on impaired loans for the year ended December 31

2010

In addition to the impaired loans detailed in the tables above there were approximately $89 million in non-

performing loans classified as held for sale at December 31 2012 compared to $328 million at December 31
2011 These lOans are larger balance credits primarily investor real estate where management does not have the

intent to hold the loans for the foreseeable future The loans are carried at an amount approximating price

which will be recoverable through the loan sale market During the year ended December 31 2012

approximately $302 million in non-performing loans were transferred to held for sale this amount is net of

charge-offs of $163 million recprded upon transfer

At December 31 2012 and 2011 non-accrual loans including loans held for sale totaled $1.8 billion and

$2 billion respectively The amount of interest income recognized in 2012 2011 and 2010 on loans pnor to

migrating to non accrual status was approximately $18 million $23 million and $47 million respectively If

these loans had been current in accordance with their original terms approximately $76 million $122 million

and $165 million of interest income respectively would have been recognized on these loans in 2012 2011 and

2010

TROUBLED DEBT RESTRUCTURINGS TDRs

The majority of Regions 2012 commercial and investor real estate TDRs are the result of renewals where

the only concession is that the interest rate at renewal is not considered to be market rate Consumer TDRs

generally involve an interest rate concession Accordingly the financial impact of the modifications is best

illustrated by the impact to the allowance calculation at the loan or pool level as result of the loans being

considered impaired due to their status as TDR
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Noneof the modified consumer loans listed in the following TDR disclosures were collateral-dependent at

the time of modification At December 31 2012 approximately $129 million in residential first mortgage TDRs

were in excess of 180 days past due and are considered col1atera1-depen.dent At December31 202

approximately $11 million in home equity first lien TDRs were in excess of 180 days past due and $8 million in

home equity second lIen TDRs were in excess of 120 days past due and are considered collateral-dependent

The following table presents loans by segment and class modified in TDR and the financial impact of

those thodifications for the periods presented

Year Ended December 31 2012

Financial

Impact of

Modifications

Considered

TDRs

Number Increase in

of Recorded Allowance at

Obligors Investment Modification

Do1Iars in millions

Commercial and industrial 623 668

Commercial real estate mortgageowner-occupied 424 391

Commercial real estate constructionowner occupied

Total commercial 1055 1066

Commercial investor real estate mortgage 604 1188

Commercial investor real estate construction 205 128

Total investor real estate 809 1316 10

Residential first mortgage 1394 289 37

Home equity
1014 70

Indirectand other consumer 489

Total consumer 2897 367 42

471 $2749 $59

Year Ended December 31 2011

Financial

Impactof
Modifiations

Considered

TDRS

Number Increase in

of Recorded Allowance at

Obligors Investment Modification

Jollars in millions

Commercial and industrial 986 670

Commercial real estate mortgage-owner occupied 382 368

Commercial real estate constructionowner occupied 17 10

Total commercial 1385 1048 11

Commercial investor real estate mortgage 640 1493 14

Commercial investor real estate construction 282 355

Total investor real estate 922 1848 18

Residential first mortgage 1536 330 42

Home equity 2050 148 16

Indirect and other consumer 975 13

Total consumer 4561 491 58

6868 $3387 87
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As decribed previously the consumer modifications granted by Regions are rate concessions andnot

forgiveness of principal The majority of the commercial and investor real estate modifications are renea1s

where there is no reduction in interest rate or forgiveness of principal Accordingly Regions most often does not

recordaharge-off at the modification date limited number of modifications included above are A/B note

restructinngs where the note is charged off The total charge offs recorded for all modifications for the year

ended December 31 2012 were approximately $5 million

Defaulted TDRs

The following tablepresents TDRs which defaültŁd during tbe year ended December 31 2012 and 2011

and which were modified in the previous twelve months the twelve months prior to the default For

purposes of this disclosure default is defined as 90 days past due and still accruing for the consumer portfolio

segment placement on non-accrual status for the commercial and investor real estate portfolio segments

Consideration of defaults in the calculation of the allowance for loan losses is described previously in the

description of modifications in each portfolio segment

Year Ended December31

2012 2011

In milhons

Defaulted During the Period Where Modified in TDR Twelve Months Prior to

Default

Commercial and industrial $114 47

Commercial real estate mortgageowner occupied 55 40

Commercial real estate constructionowner occupied

Total commercial 170 88

Commercial imestor real estate rnortgage 186 101

Commercial investor real estate construction ... 24 12

Total investor real estate .. 210 113

Residential first mortgage 68 64

Home equity 18 17

Total consumer 86 81

$466 $282

Commercial and investor real estate loans which were on non accrual status at the time of the latest

modification are not includedin the default table äbove theyte aIrady considered to be in default at the time

of the restructuring At December 31 2012 approximately $117 million of commercial and investor real estate

loans modified in TDR during 2012 were on non acciual status Approximately percent of this amount was

90 days past due

At December 31 20l Regions had restructured binding unfunded commitments totaling $252 million

where concssion was granted and the borrower was in financial difficulty

NOTE SERVICING OF FINANCIAL ASSETS

The fair value of mortgage servicing rights is calculated
using various assumptions including future cash

flows market discount rates expected prepayment rates servicing costs and other factors significant change

in prepayments of mortgages in the
servicing portfolio could result in significant changes in the valuation

adjustments thus creating potential volatility in the carrying amount of mortgage servicing rights
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Carrying value beginning of period

Additions

Decrease in fair value

Due to change in valuation inputs or assumptions

Economic amortization associated with borrower rpayments...

Carrying value end of period ____

Data and assumptions used in the fair value calculation as well as the valuation sensitivity to rate

fluctuations related to mortgage servicing rights excluding related derivative instruments as of December 31

are as follows

Unpaid principal balance

Weighted-average prepayment speed CPR perceniage

Estimated impact on fair value of 10% increase

Estimated impact on fair value of 20% increase

Option adjusted spread basis points

Estimated impact on fair value Of 10% increase

Estimated impact on fair value of 20% increase

Weighted-average coupon interest rate

Weighted-average remaining maturity months .... 276

Weighted-average servicing fee basis points 28.3.

The sensitivity calculations above are hypothetical and should not be considered to be predictive of.future

performance Changes in fair value based on adverse changes in assumptions generally cannot be extrapolated

because the relationship of the change in assumption to the change in fair value may not be linear Also the

effect of an adverse variation in particular assumption on the fair value of the mortgage servicing rights is

calculated without changing any other assumption while in reality changes in one factor may result in changes in

another which may either magnify or counteract the effect of the change The ierivative instruments utilizçd by

Regions would serve to reduce the estimated impacts to fair value included in the table above

The following table presents servicing related fees which includes contractually specified servicing fees

late fees and other ancillary income resulting from the servicing of mortgage loans

Year Ended December31

2012 2011 2010

In millo

Servicing related fees and other ancillary income $83 $85 $81

Loans are sold in the secondary market with standard representations and warranties regarding certain

characteristics such as the quality of the loan the absence of fraud the eligibility of the loan for sale and the

future servicing associated with the loan Regions may be required to repurchase these loans at par or make-

whole or indemnify the purchasers for losses incurred when representatiotis and warranties are breached

The table below presents an analysis of mortgage servicing rights for the
years

ended December 31 under

the fair value measurement method

2012 2011

In milions

$182 $27
60 62

20 124
31 23

$191 $182

2012 2011

Dollars in millions

$25796 $26218

17.6% 27.8%

13 16
23 30

754 235

49% 5.2%

281

28.7
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Regions maintains repurchase libi1ity related to mottgage loans sold with representations and warranty

provisions This repurchase liability is reported in other liabilities on the consolidated balance sheets and reflects

managements estiniate of losses based on historical repurchase and loss trends as well as other factors that may

result in anticipated losses different from histoncal loss trends Adjustments to this reserve are recorded in other

non interest expense on the consolidated statements of operations The table below presents an analysis of

Regions repurchase liabilityrelated to mortgage loans sold with representations and warranty provisions for the

years ended December 31

2012 2011

In miLhons

Beginning balance 32 32

Additions 41 23

Losses 33 23

Ending balance 40 32

During 2012 and 201 settl1 repurchase ciaim we re1ªtedtö one Of the followiflg alleged breaches

underwritingguideline violatiOns misrepresentationof income assets Or employment or property

valuation not supported These claims stem pnmanly from the 2006-2008 vintages

NOTE8.PREMISESANDEQJJLPMENT

summary of premises and equipmeat at December 31 is as fOllows

2012 2011

In millions

Land 525 492

Premises and improvements 1727 1706

Furniture and equipment 1010 1106

Software 303 219

Lçasehold impEovei1ens. 39 425

Construction in progress 175 188

4136 4196

Accumulated depreciation and amortization 87 1821

2279 375

NOTE INTANGIBLE ASSETS

GOOIJ WILL

As further discussed in Note 22 Regions reorganized its management reporting structure dunng the third

quarter 2012 and accordingly its segment reporting structure and goodwill reporting units In connection with

the reorganization management reallocated goodwill to the new reporting units using
relativ fair value

approach resultingin amounts deailed as follows

December31
2012

Iæmillions

Business Services .. $2552

Consumer Services 4797

Wealth Management 467

$48i6
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summary of gOdwili activity at December31 is presented as follows

2012 2011

In millions

Balance at beginning of year $4816 $5561

Impairment
_____ 745

Balance at end of year $4816 $4816

Astated in Note Regions evaluates each reporting units goodwill for impairment on an annual basis in

the fourth quarter or more often if events or circumstances indicate that there may be impairneut Adverse

changes in the conomic environment declining operations or other factors could result in decline in the

implied fair value of goodwill goodwill impairment test includes two steps Step One used to identify

potential impairment compares the estimated fair value of reporting unit with its carrying amount including

goodwill If the estimated fair value of reporting unit exceeds its carrying amount goodwill of the reporting

unit is considered not impaired If the carrying amount of reporting unit exceeds its estimated fair value the

second step of the goodwill impairment test is performed to measure the amount of impairment loss if any Step

Two of the goodwili impairment test compares the implied.estimated fair value of reporting unit goodwill with

the carrying amount of that goodwill If the capying amount of goodwill for that reporting unit exceeds the

implied fair value of that units goodwill an impairment loss is recognized in an amount equal to that excess

During the fourth quarter of 2012 Regions assessed the indicators of goodwill impairment for all three

reporting units as part of its annual impairment test as of October 2012 and through the date of the filing of

the Annual Report on Form 10-K for the year ended December 31 2012 The indicators assessed included

Recent operating performance

Changes in market capitalization

Rgulatory actions and assessments

Changes in the business climate including legislation legal factors and competition

Company-specific factors including changes in key personnel asset impairments and business

dispositions and

Trends in the banking industry

Regions uses the output from the valuation approaches described in Note to determine the estimated fair

value of each reporting unit Listed in the tables below are assumptions used in estimating the fair value of each

reporting unit

Business Consumer Wealth
As of Fourth Quarter 2012 Services Services Management

Discount rate used in income approach 14% 13% 13%

Public company method market multiplier1 .2x .Ox 14.Ox

Transaction method market rnultipliŒr2 .3x .3x 25.2x

For the Business Services and Consumer Services reporting units these multipliers were applied to tangible

book value For the Wealth Management reporting unit this multiplier was applied to earnings In addition

to the multipliers 20 percent control premium was assumed for the Business Services reporting unit 40

percent control premium was assumed for the Consumer Services reporting unit and 30 percent control

premium was assumed for the Wealth Management reporting unit Because the control premium considers

potential revenue synergies and cost savings for similar financial services transactions reporting units

operating in businesses that have greater barriers to entry tend to have greater control premiums

For the Business Services and Consumer Services reporting units these multipliers are applied to tangible

book value For the Wealth Management reporting unit this multiplier is applied to earnings
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Investment

Banking

Banking Brokerage

As of Fourth Quarter 2011 Treasury Trust Insurance

Discount rate used in income approach
15% 15% 11%

Public company method market multiplier O.7x 1.4x 13.Ox

Transaction method market multiplier2
lx .5x n/a

For the Banking/Treasury and Investment Banking/Brokerage/Trust reporting units these multipliers were

applied to tangible book value For the Insurance reporting unit this multiplier was appliedto earnings In

addition to the multipliers 55 percent control premium was assumed for the Banking/Treasury reporting

unit 20 percent control premium was assumed for the Investment Banking/Brokerage/Trust reporting unit

and 30 percent control premium was assu for the Insurance reporting unit

For the Banking/Treasury and Investment Banking/Brokerage/Trust reporting units these multipliers were

appliedtotangiblebookvalue

The valuation methodologies of certain material financial assets ad liabilities are discusse in Note

OTHER INTANGIBLES

Other intangibles consist of core deposit intangibles purchased credit card relationship assets and customer

relationship and employment agreement assets

summary of core deposit intangible assets at December 31 is presented as follows

2012 2011

In millions

Balance at beginning of year net 259 354

Accumulated amortization beginning of year 752 657
Amortization 83 95

Accumulated amortization end of year 835 752

Balance at end of year net $176 259

Regions core deposit intangible assets are being amortized to other non interest expense on an accelerated

basis over their expected useful lives

summary of Regions other intangible assets as of December 31 2012 and 2011 is presented as follows

2012 2011

In millions

Net Book Value $169 $190

Current Year Amortization 27 20

These other intangible assets resulted from purchased credit card relationships customer relationships and

employment agreements related to various acquisitions and are being amortized to other non-interest expense

primarily on an accelerated basis over period ranging from two to fifteen years
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The aggregate amount of amortization expense for core deposit intangible assets credit card intangibles and

other intangible assets is estimated as follows

Year Ended December31

Unmilhions

2013 $53
2014 49

2015 44

2016 39

2017

Identifiable intangible assets other than goodwill are reviewed at least annualli usually in the fourth

quarter for events or circumstances that could impact the recoverability of the intangible asset These events

could include loss of core deposits significant losses of credit card accounts and/Or balances increased

competition or adverse changes in the economy To the extent other identifiable intangible assets are deemed

unrecoverable impairment losses are recorded in other noninterest expense to reduce the carrying amount

Regions 2012 annual impairment test concluded that no impairment for core deposit intangibles occurred in

2012 Regions noted no indicators of impairment for any other identifiable intangible assets during 2012 or 2011

NOTE 10 DEPOSITS

The following schedule presents detail of interest-bearing deposits at December 31

2012 2011

In millions

Savings accounts 5760 5159

Interest-bearing transaction accounts 21096 19388

Money market accounts_domestic 24901 23028

Money market accounts_foreign 311 460

Time deposits 13443 19378

Interest-bearing customer deposits 65511 67413

Corporate treasury time deposits

$65511 $67418

Prior period amounts have been reclassified to conform to current period classification

The aggregate amount of time deposits of $100000 or more including certificates of deposit of $100000 or

more was $5.0 billion and $7.7 billion at December 31 2012 and 2011 respectively

At December 31 2012 the aggregate amount of maturities of all time deposits deposits with stated

maturities consisting primarily of certificates of deposit and IRAs were as follows

Year Ended December31

In millions

2013 $8581
2014 1248

2015 1395

2016 1208

2017 989

Thereafter 22

$13443
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NOTE 11 SHORT-TERMBORROWINGS

Following is summary of short-teim borrowings at December 31

2012 2011

In millions

Company funding sources

Federal funds purchased 21 18

Securities sold under agreements to repurchase 969

Other short-term borrowings 29

21 1016

Customer-related borrowings

Securities sold under agreements to repurchase 1428 1346

Brokerage customer liabilities 394

Short-sale liability 256

Customer collateral 125 55

1553 2051

$1574 $3067

COMPANY FUNDING SOURCES

The levels of federal funds purchased and securities sold under agreements tO repurchase can fluctuate

significantly on day-to-day basis depending on funding needs and which sources are used to satisfy those

needs All such arrangements are considered typical of the banking and brokerage iæistries and are accounted

for as borrowings Federal funds purchased had weighted-average maturities of days and days at

December 31 2012 and 2011 respectively The weighted-average rate paid during 2012 2011 and 2010 was

0.1% in each year Securities sold under agreements to repurchase had weighted-average maturity of 48 days at

December 31 2011 Weighted-average rates paid during 2012 2011 and 2010 were 0.1% 0.6% and 0.2%

respectively The negative weighted-average interest rates on securities sold under agreements to repurchase

during 2011 were the result of in part Regions entering into reverse-repurchase agreements There are times

when financing costs associated with these transactions are lower than typical repurchase agreement rates as

result of supply and demand imbalance in particular collateral Since short-term repurchase agreement rates

were close to zero during the last half of 2011 the supply and demand imbalance related to securities that

Regions owned led to negative financing rates

At December 31 2012 Regions could borrow maximum amount of approximately $19.6 billion from the

Pederal Reserve Bank Discount Window See Note for loans pledged to the Federal Reserve Bank at

December31 2012 and 2011

Other short-term borrowings were related to Morgan Keegan and included borrowings under certain lines of

credit that Morgan Keegan maintained with unaffiliated banks As of December 31 2012 there wereno other

short-term borrowings related to Morgan Keegan outstanding as result of the sale of Morgan Keegan oii

April 2012

CUSTOMER-RELATED BORROWINGS

Repurchase agreements are also offered as commercial banking products as short-term investment

opportunities for customers At the end of each business day customer balances are swept into the agreement

account In exchange for cash Regions sells the customer securities with commitment to repurchase them on

the following business day The repurchase agreements are collateralized to allow for market fluctuations

Securities from Regiorts Banks investment portfolio are used as collateral From the customers perspective the

investment earns more than traditional money market instrument From Regions standpoint the repurchase
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agreements are similar to deposit accounts although they are not insured by the FDIC or guaranteed by the

United States or governmental agencies Regions Bank does not manage the level of these investments on daily

basis as the transactions are initiated by the customers The level of these borrowings can fluctuate significantly

on day-to-day basis

Regions through Morgan Keegan maintained two types of liabilities for its brokerage customers that were

classified as short-term borrowings since Morgan Keegan paid its customers interest related to these liabilities

The brokerage customer position liability represented liquid funds in the customers brokerage accounts The

short-saleliability represented traditional obligations to deliver to customers securities at predetermined date

and price At December 31 2012 these balances were both zero due to the April 2012 sale of Morgan Keegan

See Note for additional information regarding the sale of Morgan Keegan

Customer collateral increased to $125 million at December 31201 from $55 million at December 31

2011 These balances include cash collateral posted by customers related to derivative transactiOns

NOTE 12 LONG-TERM BORROWINGS

Long-term borrowings at December 31 consist of the following

2012 2011

In millions

Regions Financial Corporation Parent
6.375% subordinated notes due May2012 600

LIBOR floating rate senior notes due June 2012 350

4.875% senior notes due April 2013 250 249

7.75% senior notesdue November 2014 696 694

5.75%.senior notes due June 2015 497 496

7.75% subordinated notes due September 2024 .100 100

6.75% subordinated debentures due November 2025 161 162

7.375% subordinated notes due December 2037 300 300

6.625% junior subordinated notes due May 2047 498 498

8.875% junior subordinated notes due June 2048 .345

Other long-term debt

Valuation adjustments on hedged long-term debt 62 87

2567 3887

Regions Bank

Federal Home Loan Bank advances 010 914

85% subordinated notes due Apnl 2013 499 497

5.20% subordinated notes due April 2015 348 347

7.50% subordinated notes due May 2018 750 750

6.45% subordinated notes due June 2037 497 497

Other long-term debt .174 175

Valuation adjustments on hedged long-term debt 16 43

3294 4223

$5861 $8110

As of December 31 2012 Regions had seven issuances of subordinated notes totaling $23 billion with

stated interest rates ranging from 4.85% to 7.75% All issuances of these notes are bydefinition Subordinated

and subject.in right of payment of both principal and interest to the prior payment in full of all senior

indebtedness of the Company whichis generally defined as all indebtedness and other obligations of the

Company to its creditors except subordinated indebtedness Payment of the principal of the notes may be
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acelerated only in the case of certain events involving bankruptcy insolvency proceedings or reorganization of

the Company In May of 2012 approximately $600 mjllion of subordinated notes maturedThe sibordinated

notes described above qualify as Tier capital under Federal Reserve guidelines None of the subordinated nQtes

are redeemable prior to maturity

As of December 31 2012 Regions had outstanding aproxinMely $498 millionofjiinior subordiiiaed

notes JSNs tç affihiated.trusts which contemporaneously issued trust preferred securities which Regions

guaranteed During the.fpurtli quart of 2012 Regions redeened its 8.S7% Junior Subordinated Notes -due

2048 The aggregate principal amount of these notes was approximately $345 million

FHLB advances at December 31 2012 2011 and 2010 had weighted-average interest rate of 1.4% 1.0%

and 1.0% respectively with maturities ranging from one to nineteen years FHLB borrowings are contingent

upon the amount of collateral pledged to the FHLB Regions has pledged certain loans as collateral for the FHLB

advances outstanding See Note for loans pledged the FHLB at December31 2012 aid 2011 Additionally

membership in the FHLB requires an.institution to hold FI-JLB stçck See Note for .the amount of FHLB stock

held at December 31 2012 and 2011 During 2012 Regions prepaid approximately $902 milion of FHLB

advances realizing an imriaterial pre-tax loss on early extinguishment These extinguishments were part of the

Companys asset/liability management process Regions borrowiiig availability with the FHLB as of

December 31 2012 based on assets available for collateral at that date was $6.7 billion

Regions uses derivative instruments primarily interest rate swaps to manage interest rate risk by converting

portion of its fixed-rate debt to variabie-ate The effective rale adjjstments related to these hedges are

included in interest expense long-tem borrowings The weighted-average interest rate on total Iong-tenn debt

including the effect of derivative instruments was 4.7% 33% and 32% for the years ended December 31 2012

2011 and 2010 respectively Further discussion of
derivativ9 instnimnts is included in Note 20

Tile aggregate amount of contractual matunties of all long-term debt in each of the next five years and

thereafter is as follows

Year Eided December31

Regions

Financa1

Corporation Regions

PaCent Bank

In miHions

2013 -$- 250 501

2014 696 1002

2015 497 349

2016...
2017

Thereafter 1124 1438

$2 567 $3 294

In February 2010 Regions filed shelf registration statement with the U.S Securities and Exchange

Commission Thisshelf registration does not have capacity limit and can be utilized by Regions to issue

various debt and equity securities The registrationstatement will expire in February 2013 Regions expects to

file new shelf registration statement prior to the expiration of the current shelf registration statement

Regions Bank Note program allows Regions Bank to issue up to $20 billion aggregate principal amountof

ban notes outstanding .at any one timed No issuances have been madeunder this program asof December

20 12 Notes issued under the program may be senior notes with maturities from 301days to 15 years and
subordinated notes with maturities from years to 30 years These notes are not deposits and they are not insured

or guaranteed by the FDIC
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Regions may from time to time consider opportunistically retiring outstanding issued securities including

subordinated debt trnst preferred securities and preferred shares in privately negotiated or open market

transactions for cash or common shares

NOTE 13 REGULATORY CAPITAL REQUIREMENTS AND RESTRICTIONS

Regions and Regions Bank are required to comply with regulatory capital requirements established by

Federal banking agencies These regulatory capital requirements involve uantitative measures of the Companys

assets liabilities and certain off-balance sheet itenis and also qualitative judgments by the regulators Failure to

meet minimum capital requirements can subject the Company to series of increasingly restrictive regulatory

actions Currently there are two basic measures of capital adequacy risk-based measure and leverage

measure

The risk-based capital requirements are designed to make regulatory capital requirements more sensitive to

differences in credit and market risk profiles among banks atid bank holding companies to account for off-

balance sheet exposure and interest rate risk and to minimize disincentives for holding liquid assets Assets and

off-balance sheet items are assigned to broad risk atgories each with specified risk-weighting factors The

resulting capital ratios represent capital as percentage of total risk-weighted assets and off-balance sheet items

Banking organizations that are considered to have excessive interest rate risk expOsure are required to maintain

higher levels of capital

The minimum standard for the ratio Of total capital to risk-weighted assets is percent At leat 50 percent

of that capital level which equates to percent minimum must consist of commOn equity undivided profits

and non-cumulative perpetual preferred stock senior perpetual preferred stock issued to the US Treasury under

the Capital Purchase Program minority Interests relating to qualifying common or noncumulative perpetual

preferred stock issued by consolidated U.S depository institution or foreign bank subsidiary less goodwill

disallowed deferred tax assets and certain other intangibles Tier capital The remainder Tier capital

may consist of limited amount of other preferred stock mandatorily convertible securities subordinated debt

and limited amount of the allowance for loan losses The sum of Tier capital and Tier capital is total risk-

based capital or total capital However under the Collins Amendment that was passed as section of the Dodd-

Frank Act trust preferred securities will be eliminated as an element of Tier capital This disallowance of trust

preferred securities will be phased in from January 2013 to January 2016 During the fourth quarter of 2012

Regions redeemed its 8.875% Junior Subordinated Notes due 2048 which caused redemption of the related trust

preferred securities The aggregate principal amount of the notes was approximately $345 million As of

December 31 2012 Regions had $501 million of trust preferred securities that are subject to the Collins

Amendment and $482 million of preferred securities that are exempt from the Collins Amendment As discussed

in Note 14 Stockholders Equity and Accumulated Other Comprehensive Income Losson April 2012

$3.5 billion of Series preferred shares issued to the U.S Treasury were repurchased

The minimum guidelines to be considered well capitalized for Total capital and Tier capital are 10 percent

and percent respectively As of December 31 2012 and 2011 Regions and its significant subsidiaries are well

capitalized under the regulatory framework

The Company believes that no changes in conditions or events have occurred since December 31 2012

which would result in changes that would cause Regions or Regions Bank to fall below the well capitalized level

The banking regulatory agencies also have adopted regulations that supplement the risk-based guidelines to

include minimum ratio of percent of Tier capital to average assets less goodwill and disallowed deferred tax

assets the Leverage ratio Depending upon the risk profile of the institution and other factors the regulatory

agencies may require Leverage ratio of percent to percent above the minimum percent level
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The following tables summarize the applicable holding company and bank regulatory capital requirements

Regions capital ratios at December 31 2012 and 2011 exceeded all regulatory requirements

December 312012 Mmunum To Be Well

Amount Ratio Requirement Capitalized

Dollars in millions

Tier capital

Regions Financial Corporation $11134 1200% 4.00% 6.00%

Regions Bank 12246 13.25 4.00 6.00

Total capital

Regions Financial Corporation $14 272 15 38% 00% 1000%

Regions Bank 14818 1604 8.00 1O00

Leverage1

Regions Financial Corporation $11134 65% 00% 00%

Regions Batik 12 246 1065 00 00

The Leverage ratio requires an additional.i00 to 200basis-pointcushion in certain circumstances of

adjusted quarterly average assets

December 312011 Mhwnum To Be Well

Amount Ratio Requirement Capitalized

Dollars in rnllions

Tier cpital

Regions Financial Corporation $12 139 13 28% 00% 600%

RegionsBank 11623 1286 400 600

Total capital

Regions Financial Corporation $15 538 16 99% 00% 1000%

Regions Bank 14447 1598 800 1000

Leverage

Regions Financial Corporation $12 139 91% 00% 00%

Regions Bank 11 623 76 00 00

The Leverage ratio requires an additional 100 to 200 baiis-point cushion in certain circumstances of

adjusted quarterly average assets

Substantially all net assets are owned by subsidiarie The primary source of operating cash available to

Regions is provided by dividends from subsidiaries Statutory limits are placed onthe amountof dividends the

subsidiary bank can pay without prior regulatory approval In addition regulatory authoritiesrequire the

maintenance of minimum capital-to-asset ratios at subsidiaries Under the Federal Reserves Regulation

Regions Bank may not without approval of the Federal Reserve declare or pay dividend to Regions if the total of

all dividends declared in calendar year exceeds the total of Regions Bank net income for that year and its

retained net income for the preceding two calendar years less any required transfers to additionalpaid-in capital or

to fund for the retirement of preferred stock Under Alabama Regions Bank may not pay dividend to

Regions in excess of 90 percent of its net earnings until the banks surplus is equal to at least 20 percent of capital

Regions Bank is also required by Alabama law to seek the approval of the Alabama Superintendent of Banking

prior to the payment of dividends if the total all dividends declared by Regions Bank in any calendar year will

exceed the total of Regions Bank net earnings for that year plus its retained net earnings for the preceding

two years less any required transfers to surplus The statute defines net earnings as the remainder of all earnings

from current operations plus actual recoveries on loans and investments and other assts after deducting from the

total thereof all current operating expenses actual losses accrued dividends on preferred stock if any and all

federal state and locaLtaxes Regions Bank cannot without approvalfroni the Federal Reserve and the Alabama

Superintendent of Banking declare or pay dividend to Regions unless Regions Bank is able to satisfy the criteria

discussed in the preceding sentences In addition to dividend restrictions Federal statutes also prohibit unsecured

loans from banking subsidiaries to the parent company
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In addition Regions must adhere tovariousU.S Department of Housingand Urban DeveloprnentHUD

regulatory guidelines including required niinimum capital to maintain their Federal HousingAdrninistration

approved status Failure to comply with the HUD guidelines could result in withdrawal of this certification As of

December 31 20l2 Regionswas in compliance with 1-TUD guidelines Regions is also subject to various capital

requirements by secondary market investors

NOTE 14 STOCKHOLDERS EQUITY AND ACCUMULATED OTHERCOMPRERENSIVE
INCOME LOSS

On March 19 2012 the Company issued 153 million shares of common stock at $5 90 per share generating

proceeds of approximately $875 million net of issuance costs

On November 2012 Regions issued 20 million depositary shares each representing 1/4Qth ownership

interest in share of the Companys 6.375% Non-Cumulative Perpetual Preferred Stock Series par value

$1.00 per share Series Preferred stock with liquidation preference of $1000 per
share of Series

Preferred Stock equivalent to $25 per depositary share The issuance generated proceeds of approximately

$486 million net of issuance costs The Board of Directors declared $4 milliOn in cash dividends on this Series

Preferred Stock for 2012 Due to the Company being in retained deficit position the preferred dividends are

recorded as reduction of preferred stock including related surplus

On November 14 2008 Regions completed the sale of million shares of its Fixed Rate Cumulative

Perpetual Preferred Stock Senes to the Treasury as part of the Capital Purchase Program CPP Under

this agreement Regions was required to pay the Treasury on quarterly basis percent dividend or $175

million annually for each of the first five years of the investment and percent thereafter until redemption As

part of its purchase of the preferred secunties the Treasury also received warrant to purchase 48 million

shares of Regions common stock at an exercise pnce of $10 88 per share subject to anti dilution and other

adjustments RegiOns received $3.5 billion from issuance of the Series preferred shares and the vanant the

warrant was recorded in additional paid in capital The fair value allocation of the $3 billion between the

preferred shares and the warrant resulted in $3 304 billion allocated to the preferred shares and $196 mi1ion

allocated to the warrant On April 42012 Regions repurchased all 3.5 million shares of the Series preferred

stock issued to the U.S Treasury Department under the CPP.Therefoe during the second quarter of 2012

Regions derecognized the
carrying

value of the Senes shares in the amount of approximately $3 billion and

recorded approximately $71 million of amortization related to the remaining unaccreted discount which reduced

net income availableto common shareholders The total reduction to shareholders equity was $3.5 billion In

early May of 2012 Regions repurchased the warrant from the U.S.Teasury Department for $45rniliion The

transaction reduced additional paid-in capital within stockholders equity by $45 million The warrant repurchase

did not impact results of operations Aºcrued dividends on the Series preferred shares reduced retained

earnings by $44 million in 2012 and by $175 million in both 2011 and 2010 Tue unamortized discount on the

preferred shares was zern and $81miliion atDecember 20i2and20i1 respectively Discount accretion on

the preferred shares reduced retained earnings .by $i0inillion during 20 12 $39 million in201 and $37 million

in 2010 Both the preferred securitiesind the warrant were accounted for as components of Regions regulatory

Tiericapital

On May 20 2009 the Company issued287500shares of mndatorily convertible preferredstock Series

Series shares generating net proceeds of approximately $27%.miilion Accrued dividends on the Series

shares reduced retained earningS$12 million during 20iQ In November 2009a single investor converted

approximately 20000 Series shares tocommon shares as allowed under theoriginal transaction documents On

June 18 2010 as allowed by the terms ofthe SeriesB shares Regions initiated ap early conversionof all of.the

remaining outstanding Series shares Dividends accrued and unpaid at the conersion date were settled through

issuance of common shares in accordance with theoriginal document Approximately 63 million common shaes

were issued inthe conversion and dividend settlement
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At December 31 2012 there were approximately 38392000f shares reserved foE issuance uiider stock

compensation plans Stock options outstanding represent approximately 38258000 shares and approximately

134 000 shares are reserved for issuance under deferred compensation plans

At December 31 2012 Regions had 23 million common shares available for repurchase through open

market trasactions undeE an existing share repurchase authorization There were no treasury stock purchases

through open market transactions during 2012 or 2011

The Board of Directors declared $0.04 annual cash dividend on its common stock for .012 2011 and

2010.During the fourth quarter of 20.1Z the Company determined that cash dividends related to common stock

shculd reduce the additional paid-in capital compnent of tocltholders equity rther than retained earfluiig

while in retained deficit position This errOr resulted in reclassificatin of common stock cash dividends

between additional paid-in capital and retained earnings deficit Management has determined that the effect of

this item is immaterial tO prior reporting periods affected The Company did reclassify all prior year amounts

presented to conform to the current period classification The cumulative amount of the reclassification was $246

million of which $105 million related to periods prior to 2010 The reclassification had no impact on total

stockholders equity regulatory capital or regulatory capital ratios

Activity within the balances in accumulated other comprehensive incornç loss is shown in the following

tables for the years ended December 31 as follows

2012

Unrealized gains Defined benefit Accumulated

on derivative pension plans and other

Unrealized gains instruments other post comprehensive

on securities designated as cash employment income loss net

available for sale flow hedges benefits of

In millions

$322 $84 $475
114 11 134

$436 $93 $464 $65

2011

Beginning of period

Net change

End of period

Beginning of perioçl

Net change

End of period

Beginning of period

Net change

End of period

Unrealized gains Defined benefit AcCumulated

on derivative pension plans and other

UnreàlizCdgains instruments other post comprehensive

on securities designated as cash employment income loss net

available for sale flow hedges benefits of tax

In millions

78 $10 $328 $260

244 94 147 191

$322 $84 $475
____

2010

Unrealized gains Defined benefit AccumulalØd

on derivative pension plans and other

Unrealized gains instruments other post comprehensive
on securities designated is cªsh employment income loss net

available for sale flow hedges benefits of tax

In millions

272 156 $298 130

194 166 30 390

78 10 $328 $260
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NOTE 15 EARNINGS LOSS PER COMMON SHARE

The following table sets forth the computation of basic earnings loss per common share and diluted

earnings loss per common share for the years ended December 31

2012 2011 2010

In millions except per share amounts

Numerator

Income loss from continuing operations $1179 189 468
Preferred stock dividends and accretion 129 214 224

Income loss from continuing operations available to common shareholders 1050 25 692
Loss from discontinued operations net of tax 59 404 71
Net income loss available to common shareholders 991 429 763

Denominator

Weighted-average common shares outstandingbasic 1381 1258 1227

Potential common shares

Weighted-average common shares outstandingdiluted 1387 1258 1227

Earnings loss per common share from continuing operations1

Basic 0.76 0.02 0.56
Diluted 0.76 0.02 0.56

Loss per common share from discontinued operations1

Basic 0.04 0.32 0.06
Diluted 0.04 0.32 0.06

Earnings loss per common share1

Basic 0.72 0.34 0.62

Diluted 0.71 0.34 0.62

Certain per share amounts may not appear to reconcile due to rounding

In 2012 diluted earnings per common share from continuing operations is calculated using denominator of

1387 million shares which includes million potential common shares Basic and diluted weighted-average

common shares outstanding for earnings per common share from continuing operations and in total are the same

for 2011 and 2010 due to the Company experiencing net losses For earnings per common share from

discontinued operations basic and diluted weighted-average common shares outstanding are the same for all

periods presented due to the Company experiencing net losses

The effect from the assumed exercise of 36 million stock options for the year ended December 31 2012

was not included in the above computations of diluted earnings per common share because such amounts would

have had an antidilutive effect on earnings per common share

As discussed in Note 14 approximately 63 million common shares were issued in June of 2010 in

connection with the conversion of the remaining Series mandatorily convertible preferred shares which were

originally issued in May 2009.Under applicable accounting literature such shares should be included in the

denominator in arriving at diluted earnings per share as if they were issued at the beginning of the reporting

period or as of the date issued if later Prior to conversion these shares were not included in the computation

above as such amounts would have had an antidilutive effect on earnings loss per common share
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NOTE 16 SHARE-BASED PAYMENTS

Regions has long-terrnincentive compensation plans that permit the granting of incentive awards in the

form of stock options restricted stock restricted stock awards and units performance awards and/or stOck

appreciation rights WhileRegions has the ability to issue stock appreciation rights none have beeti issued to

date The terms of allawards issued under these plans are determined by the Compensation Committee of the

Board of Directors however no awards may be granted after the tenth anniversary from the date the plans were

initially approved by shareholders Inentive awards usually vestbasedon service generally within

three years from the date of thegrantThe contractual lies.ofoptirns granted under these plansrange from

seventotenyearsfromthedateofthegrant

On May i3 2010 the shareholders of the Company approved the Regions Financial Corporatiow 2010

Long-Term Incentive Plan 2010 LTIPwhich permits the Coyto grant to employees and directors

various forms of incentive compensation These forms of incentive compensation are similar to the types of

compiisation apprdsed in prior plans The 2010 LTIP authorizes 100 million common share equivalents

availahie for grant where grants of options count as one share equivalent and grants of full valü awards e.g

shares of restricted stock restricted stock units and performance stock units count as 2.25 share equivalents

Unless otherwise determined by the Compensation Committee of the Board of Directors grants of restricted

stock restricted stock units and performance stock units accrue dividends as they are declared bytheBoardof

Direetors and the dividends are paid upon vesting of the award The 2010 LTIP closed all prior long-term

incentive plans to new grants and accordingly prospective grants must be made under the 2010 LTIP or

successor plan All existing grants under prior long term incentive plans were unaffected by this amendment The

number of remaining share equivalents available for futute issuance under the 2010 LTIP was approximately

66million atDecember31 2012

Grants of performance-based restricted stock typically have one to three-year performance period and

shares vest within three years after the grant date Restricted stock units have vesting penod of three to five

years Generally the terms of these plans stipulate that the exercise price of options may not be less than the fair

market value of Regions common stock at the date the options are granted however under pnor stock option

plans non qualified options could be granted with lower exercise pnce than the fair market value of Regions

common stock on the date of grant The conttactual life of options granted under these plans ranges from seven

to ten years
from the date of grant Regions issues new shares from authonzed reserves upon exercise Grantees

of restncted stock awards or units must either remain employed with the Company for certain penods front the

date of grant in order for shares to be released or issued or retire after meeting the standards of retiree at Which

time shares would be prorated and released

The following table summarizes the elements of compensation cost recognized in the consolidated

statements of operations for the years ended December 31

2012 2011 2010

In millions

Compensation cost of share-based compensation awards

Restncted stock awards 23 $10 10

Stock options 13

Cash settled restncted stock units

Tax benefits related to compensation cost 12 11

Compensation cost of share-based compensation awards net of tax $21 $14 $19

Note The table above includes compensation cost of share-based compensation awards from discontinued

operations ofaprdximately zero $1 niillion and $1 million het Of taxfor years 2012 2011 and 2010

respectively see Note to the consolidated financial statements

177



STOCK OPTIONS

No stock option grants were made during 2012 In 2011 and 2010 Regiotis made stock option grants that

vest based upona service condition The fair value these stock options was estiinatedon the date Of the grant

using Black-Scholes option pricing model and related assumptions The stock optionsvest ratably .ove three-

year term During 2009 Regions made stock option grants from prior long4errn incentive plans that vest based

upon service condition and market condition in addition to awards that were similar to prioF grants The fair

value of these stock options was estimated on the date of the grant.using Monte-Carlo simulation method The

simulation generates defined number of stock price paths in order to develop reasonableestimateof the range

of future expected stock prices and minimize standard error

The following table summarizes the weighted-average assumptions usedand the weighted-average

estimated fair values related to stack options granted/during the years.ended December31

2011 2010

Expected option life 5.8 yrs 5.8 yrs

Expºctedvolatiiity 75.5% 74.0%

Expected dividend yield 23%

Risk-free intŁrŁstrate 2.0% 2.2%

Fair value $3.66 $3.86

Referto Note for discussion of the methodologies used to derive theunderlying assumptions used in the

Black-Scholes option pricing model The expected vclatility increased in 2011 based upon iiicreases in the

historical volatility of Regions stock price offset slightly by reductions in the implied volatility measurements

from traded options on the Companys stock when comparing to the prior year

The following table summarizes the activity for 2012 2011 and 2010 related to stock loptions

Weighted-

Weighted Average

Average Aggregate Remaining

Number of Exercise Intrinsic Value Contractual

Options Price In Millions Term

Outstanding at December 31 2009 52968 560 $26 34 04 yrs

Granted 7173667 7.00

Exercised 137736 3.29

Canceled/Forfeited 5004865 20.66

Outstanding at December 312010 54999626 $24.41 $1.1 4.76 yrs

Granted 1451200 6.59

Exercised 18442 3.29

Canceled/Forfeited 10081035 25.30

Outstanding at December 31 2011 46351349 $23.62 4.55 yrs

Granted

Exercised 338182 4.07

Canceled/Forfeited 7754963 27.06

Outstanding at December 31 2012 38258204 $2309 .$11 3.99 yrs

Exercisable at December 31 2012 35279710 $24.46 $11 .68 yrs

For the years ended December 31 2012 2011 and 2010 the total intnnsic value of options exercised was

immaterial
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RESTRICTED STOCK AWARDS AND PEBFQRMANCE STOCK AWARDS

During 2012 2011 and 2010 Regions made restricted stock grants that vest based upon service conditIon

During 2012 the Company also mnde restricted stock unit and ierformance stock unit grants restricted stock

units vest based upon service condition and prformance stock units vest based upon service and performance

conditions Dividend payments during the vesing period are deferred to the end of the vesting term The fair

value of these restricted shares restricted stock units and performance stock umts was estimated based upon the

fair value of the undeilying shares on the date of the grant The valuation wa not adjusted for the deferral of

dividends

Activity related to restricted stock awardi and performance stock awards for 2012 2011 and 2010 is

summarized as follows

Non-vested at December 31 .200

Granted

Vested

Forfeited

Non-vested at December 31 2010

Granted

Vested

Forfeited

Non-vested at December 31 2011

Granted

Vested

Forfeiied

Non-vested at December 31 2012

Number of

Shares

5964594

1166968

t936412

1264706

4930444

2705834

1206373

149545

6280360

8461987

204790O

749268

1945179

Weighted-Average
Grant Date

Fair Value

$17.15

6.96

34.öO

15.97

$12.13

6.66

23.36

1.2.93

7.60

5.86

10.12

4.22

6.15

As of December 31 2012 the pre-tax amount of non-vested stockoptions restricted stock testrictedtock

units and perfornance stock units notyet recognized was $39 million whichwill be recognized over weighted-

average period of 1.4 years No share-based compensation costs were capitalized during the years ended

Decdinber 31 2012 2011 and 2Q10

Regions issued approximately 259 thousand 867 thousand and 799 thousand of cash-settled restricted stock

unitS during 2012 2011 and 2010 respectively

NOTE 17 EMPLOYEE BENEFIT PLANS

PiNSION AND OTHER POSTRETIREMENT BENEFIT PLANS

Eegions has defined-benefit pension plan the pension plan covering only certain employees as the

pension plan is closed to new entrants Benefits under the pension plan are based on years of service and the

employees highest five
years

of compensation during the last ten years of employment Regions funding policy

is to contribute annually at least the amount required by Internal Revenue Service minimum funding standards

Contributions are intended to provide not only for benefits attributed to service to date but also for those

expected to be earned in the future The Company also sponsors supplemental executive retirement program

the SERP which is non-qualified plan that provides certain senior executive officers defined benefits in

relation to their compensation Regions also sponsors defined-benefit postretirement health care plans that cover

certain retired employees For these certain employees retiring before normal retirement age the Company

currently pays portion of the costs of certain health care benefits until the retired employee becomes eligible for

179



Medicare Certain retirees participating in plans of acquired entities are offered Medicare supplemental

benefit The plan is contributory and contains ther cost-sharing features such as deuctibles and co-payments

Retiree health care benefits as well as similar benefits for active employees are provided through self-insured

program in which Company and retiree costs are based on the amount of benefits paid The Company policy is

to fund the Company share of the cost of health care benefits in amounts determined at the discretion of

management Postretirement life insurance is also provided to grandfathered group of employees and retirees

Actuarially determined pension expense is charged to current operations using the projected unit credit method

All defined-benefit plans are referred to as the plans throughout the remainder of this footnote

The following table sets forth the plans change in benefit obligation plan assets and the funded status of

the
pension

and other postretirement benefits plans using December 31 measurement date and amounts

recognized in the consolidated balance sheets at December 31

Change in benefit obligation

Projected benefit obligation beginning of period

Service cost

Interest cost

Actuarial losses gains

Benefit payments

Administrative expenses

Projected benefit obligation end of period

Change in plan assets

Fair value of plan assets beginning of period

Actual return on plan assets

Company contributions

Benefit payments

Administrative expenses

Fair valueof plan assets end of period $1749 $1494

Funded status and accrued benefit cost at measurement date 418 492

Amount recognized in the Consolidated Balance Sheets

Other liabilities 418 492 $26 $26

Pre-tax amounts recognized in Accumulated Other Comprehensive

Income Loss

Net actuarial loss gain 755 767

Prior service cost credit

758 772 $12

Other

Pension Postretirement Benefits

2012 2011 2012 2011

In millions

$1986 $1725

40 36

90 91

135 216

81 80

$2167 $1986

$1494 $1509

191 58

148

81 80

30

29

$4

31

30

$2626
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The accumulated benefit obligation for all defined-benefit plans was $2 1billion açl $1.9 billion as of

December31 2012 and 2011 respectively which exceeded all corresponding plan assets as of December 31
2012 and 2011 Net periodic pension cost included the following components for the

year ended December 31

Service cost

Interest cost

ExpØctØd etum on plan assets ..
Amortization Ofactuarial loss 71

Amortization of prior service cost

Settlement charge

Net periodic benefit cost 87 52 70

Pesion

2012 2011 2010

In millions

40 $36 36

90 91 93

115 121 107
45 44

There was no material impact from other postretirement benefits on the consolidated statements of

operations for December 31 2012 2011 and 2010

The estimated amounts that will be amortized from accumulated other comprehensive income loss into net

periodic benefit cost in 2013 are as follows

Actuarial loss

Prior service cost credit

Other

Pension Postretirement Benefits

In millions

$66

$67

The weighted-average assumptions used to determine benefit obligations at December 31 are as follows

Pension

2012 2011

Discount rate 4.2 1% 4.58%

Rate of annual compensation increase 3.75 3.75

Other

Postretirement Benefits

2012 2011

3.60% 4.25%

N/A N/A

The weighted-average assumptions used to determine net periodic benefit cost for the
years

ended

December 31 are as follows

Pension

2012 2011 2010

Discount rate 4.58% 5.41% 6.02%

Expected long-term rate of return on plan assets 7.75 8.25 8.25

Rate of annual compensation increase 3.75 3.76 5.00

Other

Postretirement Benefits

2012 2011 2010

4.25% 4.90% 5.35%

4.00 4.00 5.00

N/A N/A N/A

The expected long-term rate of return on plan assets is based on an estimated reasonable range of probable

returns Management chose point within the range based on the probability of achievement combined with

incremental returns attributable to active management

The assumed health care cost trend rate for postretirement medical benefits was 6.8 percent for 2012 and is

assumed to decrease gradually to 4.5 percent by 2027 and remain at that level thereafter one-percentage point

change in assumed health care cost trend rates would have an immaterial effect on total service cost and interest

cost components as well as the related postretirement obligations
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The pension plans investment strategy is continuing to shift from focusing on maxirniing asset returiis to

minimizing funding ratio volatility with an increase to the allocation to bonds The target asset allocation is 46

percent eqUities 32 percent
fixedincome securities and 22 percent in all other types of investments Equity

securities include investments in large and small/mid cap companies primarily located in the United States as

well as investments in international equities Fixed income securities include investments in corporate and

government bonds asset-backed securities and any other fixed income investments as allowed by respective

prospectuses and other offering documents Other types of investments may include hedge funds real estate

funds and private equity funds that follow several different strategies Plan assets are highly diversified with

respect to .asset class security and manager Investment risk is controlled with plan assets rebalancing to target

allocations on periodic basis and continual monitoring of investment managers performance relative to the

investment guidelines established with each investment manager

The Regions pension plan has portion of its investments in Regions common stock At December 31

2012 the number of shares held by the plan was 2855618 which represents approximately one percetit of the

plan assets for total market value of approximately $20 million
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The following table presents the fair value of Regions defined-benefit pension plans and other

postretirement plans financial assets as of December 31

Level Level Level Fair Value Level Level Level Fair Value

In millions

Cash and cash equivalents1 34 34 30 30

Fixed income securities

U.S Treasury and federal agency

securities

Mortgage-backed securities

Collateralized mortgage

obligations

Obligations of states and political

subdivisions

Corporate bonds 167 167

Total fixed income

securities $309 309

Equity securities

Domestic 253

International

Total common stock $258 258

Mutual funds

Domestic 347

International

Total mutual funds $348 348

Collective investment trust funds

Fixed income fund 221 221

Common stock fund 40 40

International .fund 208 208

469 $469

International hedge funds $84 84

Real estate funds $2Q3 203

Private equity funds $46 46

Other assets $1

130 116 116

11 11

11

158

$_ $297 297

2012 2011

130

11

158

253 211 211

$214 214

347 309 309

$310 310

210 210

31 31

120 120

361 361

73

$186 186

5- $26 $26
$- 5-

$640 $862 $250 $1752 $554 $731 $213 $1498

This amount includes financial assets related to other postretirement plans of approximately $3 million and

$4 million at December 31 2012 and 2011 respectively
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For all investments the Plan attempts to use quoted rnarket.prices of identical assets on active exchanges or

Level measurements Where such quoted market prices are not available the Plan typically employs quoted

market prices of similar instruments including matrix pricing and/or discounted cash flows to estimate value

of these securities or Level measurements Level discounted cash flow analyses are typically based on

market interest rates prepayment speeds and/or option adjusted spreads Level measurements include

discounted cash flow analyses based on assumptions that are not readily observable in the market place Such

assumptions include projections of future cash flows including loss assumptions and discount rates

Investments held in the retirement plan consist of cash and cash equivalents fixedincome securities U.S

Treasury federal agency securities mortgage-backed securities collateralized mortgage obligations obligations

of states and political subdivisions and corporate bonds equity securities primarily common stock and mutual

funds collective trust funds hedge funds real estate funds private equity and other assets and are recorded at

fair value on recurring basis See Note for description of valuation methodologies related to U.S Treasuries

federal agency securities mortgage-backed securities obligations of states and political subdivisions and equity

securities The methodology described in Note for other debt securities is applicable to corporate bonds

Mutual funds are valued based on quoted market prices of identical assets on active exchanges these

valuations are Level measurements Collective trust funds international hedge funds real estate funds private

equity funds and other assets are valued based on net asset value or the valuation of the limited partners portion

of the equity of the fund Third party fund managers provide these valuations based primarily on estimated

valuations of underlying investments These funds are included in either Level or Level based on the nature

of the underlying investments and on redemption restrictions

The following table illustrates roilforward for pension plan financial assets measured at fair value on

recurring basis using significant unobservable inputs Level for the years ended December 31 the other

postretirement plan had no Level financial assets

Fair Value Measurements Using

Significant Unobservable Inputs

Year Ended December 31 2012

Level measurements only

Real estate Private equity

funds funds Other assets

In millions

Beginning balance January 2012 $186 $26

Aºtual return on plan assets

Net appreciation depreciation in fair value of investments .. 15

Purchases sales issuances and settlements net 22

Ending balance December 31 2012 $203 $46 $1

The amount of total gains losses for the period attributable to the change

in unrealized gains losses relating to assets still held at December 31

2012 $15
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Fair Value Measurements Using

Significant Unobservable Inputs

Year Ended December 31 2011

Level measurements only

Real estate Private equity

funds funds Other assets

In millions

Beginning balance January 12011 $102

Actual return on plan assets

Net appreciation depreciation in fair value of investments 19

Purchases sales issuances and settlements net 65 17

Ending balance December 31 2011 $186 $26 $1

The amount of total gains losses for the peripd attributable to the change

in uærealizdgains losses relatIng to assets still held at December 31

2011 $19

Jnformation about the expected cash flows for the pension plan and other postretirement benefits plans is as

follows

Other

Postretirement

Pension Benefits

Ininillions

Expected Employer Contributions

2013 $11 $2

Expected Benefit Payments

2013 $91 $3
2014 99

2015 95

2016 99

2017 118

2018-2022 589 10

OTHER PLANS

Regions has defined contribution 401k plan that includes Company match of eligible employee

contributions Eligible employees include those who have been employed for one year and have worked

minimum of 000 hours During 2012 Regions began providing an automatic percent cash 401k contnbution

to eligible employees regardless of whether or not they were contributing to the 401k plan To receive this

cOntribuiion employees must not be actively accruing benefit in the Regions pension plan and must be

employed at the end of year Eligible employees who are already contributing to the 401k plan will continue to

receive up to percent Company match plus the new automatic percent cash contribution During 2011 and

2010 the match totaled 100 percent of the eligible employee pre-tax contribution up to percent of

compensation The Company match is initially invested in Regions common stock Regions match to the 40 1k
plan on behalf of employees totaled $29 million $42 million and $40 million in 2012 2011 and 2010

respectively Regions percent cash contribution for 2012 was approximately $12 million Regions 401k plan

held 36 million and 34 million shares of Regions common stock at December 31 2012 and 2011 respectively

The 40 1k plan received $1 millionin dividends on Regions common Stock for each of the years ended

December31 2012 2011 and 2010
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NOTE 18 OTHER NON-INTEREST INCOME AND EXPENSE

The following is detail of other non interest income frOm continuing operations for the years ended

December 31

2012 2011 2010

In millions

Insurance commissions and fees $109 $106 $104

Bank-owned life insurance 81 83 88

Commercial credit fee income 68 80 76

Net loss from affordable housing 49 69 72
Credit card bank card income 85 65 31

Other miscellaneous income 91 .107 104

$385 $372 .$33

The following is detail of other non-interest expense from continuing operations for the years ended

December 31

The components of income tax expense benefit from continuing operations for the
years

ended

December 31 were as follows

2012 2011 .2010

In millions

Current income tax expense benefit

Federal $20 $183
State 16

Total current expense benefit $4 $3 $181

Deferred income tax expense benefit

Federal $383 .1 $123
State

... 103 32k 72
Total deferred expense benefit $486 $31 $195

Total income tax expense benefit $482 $28 $376

Note The table above does not include income tax expense benefit from discontinued operations of $40
million $4 million and $30 million in 2012 2011 and 2010 respectively The deferred income tax expense

benefit reflected in discontinued operations was $52 million $8 million and $15 million in 2012 2011 and

2010 respectively

2012 2011 2010

In millions

Professional and legal expenses 114 175 170

Amortization of core deposit intangible 83 95 107

Other real estate owned expense 52 162 209

Credit/checkcard expenses 64 50 41

Deposit administrative fee 162 217 220

Loss on early extinguishment of debt 11 108

Branch consolidation and property and equipment charges .. .. 75

Gain/loss on loans held for sale net 61 32

Marketing 87 62 66

Outside services 82 62 52

Other miscellaneous
expenses 526 443 451

$1120 $1342 $1456

NOTE 19 INCOME TAXES
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Income tax expense benefit doesnot reflect the of unrealized gains and losses on securities

available for sale unrealized gains and losses on derivative instruments and the net change from defined benefit

plans Refer to Note 14 for additional information on stockholders equity and accumulated other comprehensive

income loss

The income tax effects resulting from stock transactions under the Companys compensation.planswbre

decrease to stockholders equityof $6 million $7 million and $11 million in 2012 2011 and 201
Income taxes from continuing operations for financial reporting purposes diffeifrorn the.amount computed

by applying the statutory federal income tax rate of 35 percent forthe years
gndedDecembet 31 as shown in the

followingtable

2012 2011 2010

Dollars in millions

Tax on income loss from continuing operations computed at statutory federal incóthe

tax rate .. ... .. 582 .$ 56 $295

Increase decrease in taxes resulting from

State income tax net of federal tax effect 77 20 46
Affordable housing credits and other credits lO8 107 102
Federal audit settlement 61
Bank-owned life insurance .. .. 32 34 33
Tax-exempt income from obligations of states and political subdivisions 29 21 21
Lease financing 24 24 74

Regulatory charge 17 26

Goodwill impairment 89

Other net .. 29 21

Income tax expense benefit 482 28 $376

Effective tax rate 29 0% 17 4% 44 5%

Note The table above relates to income taxes from continuing operations In20 ii regdiatöry settlement wªs

finalized and portion was determined to be deductible for income tax purposes This settlement resulted in

$27 million income tax benefit to discontinued operations In addition the $492 million goodwill impairment

reflected in 2011 discontmued operations resulted in $14 million income tax benefit The 2010 regulatory

charge of $125 million.reflecthdiu.discOntintied Operatliwas considered to be non-deductible at the time of

the accrual
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Significant components of the Companys net-deferred tax asset at December 31 are listed below

Deferred tax assets

Allowance for loan losses

Accrued expenses

Net operating loss carryfowards if applicable net of federal tax effect

Federal tax credit carryforwards ..

Employee benefits and deferred compensation

Unrealized gains and losses included in stockholders equity

Other
____ ____

Total deferred tax assets

Less valuation allowance
______ ______

Total deferred tax assets less valuation allowance

Deferred tax liabilities

Lease financing

Goodwill and intangibles

Mortgage servicing rights

Unrealized gains and losses included in stockholders equity

Fixed assets

Other 35 37

Total deferred tax liabilities 686 631

Net deferred tax asset 763 $1286

The following table provides details of the Companys tax carryforwards at December 31 2012 including

the expiration dates any related valuation allowance and the amount of taxable earnings necessary to fully

realize each net deferred tax sset balance

Pre-Tax

Earnings
Deferred Tax Valuation Net Deferred Tax Necessary to

Expiration Dates Asset B1ance Allowance Asset Balance Realize

In millions

$167 $167 N/A

10 10 N/A

48 24 24 581

69 27 42 1055

70 14 56 1513

N/A

Of the $763 million net deferred tax asset $301 million relates to net operating losses and tax carryforwards

of which $68 million expires before 2025 as detailed in the table above The remaining $462 million of net

deferred tax assets do not have set expiration date at December 31 2012

The Companys determination of the realization of the net deferred tax asset is based on its assessment of all

available positive and negative evidence At December 31 2012 the Company is no longer in three-year

cumulative loss position and therefore does not have this negative evidence to consider in assessing the

2012 2011

In millions

757 $1069

219 110

187 195

177 260

64 115

46

115

1519

70
1449

344

191

62

37

154

1949

32

1917

315

200

54

17 25

General business credits-federal 2030-2032

Alternate minimum tax credits-federal None
Net operating losses-states 2013-2017

Net operating losses-states 2018-2024

Net operating losses-states 2025-2032

Other credits-states 2013-2017

N/A indicates that credits are not measured on pre-tax basis

Alternative minimum tax credits can be carried forward indefinitely
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realization of its net deferred tax asset Additional positive evidence supporting the realization of the defeiled tax

assets at December 31 2012 includes the reversal of taxable temporary differences that will offset approximately

$812 million of the gross deferred tax asset and generation of taxable income for the two prior tax years

The Company believes that portion of the state net operating 1oss carryforwards and state tax credit

carryforwards will not be realized due to.the length of certain State cariyforward periods..Accordingly

valuation allowance has been established in the amount of $70 million against such benefits at December 31
2012 compared t$32 million at December 31 201.1 The valuation allowance increase of $38 million waS due

to multiple factors including forecasted pre-tax income including the timing of such forecasted income

forecasted taxable income including the timing of various temporary differences the implementation of planning

strategies if any ami.the length of the state tatutory .carryforward period

reconciliation of the beginning and ending amount of unrecognized tax benefits UTBs is as follows

2012 2011 2010

In millions

Balance at beginning of year 94 93 81

Additions based on tax positions related to the current year 24

Additions based on tax positions taken in prior period 11 10 32

Reductions based on tax positions taken in prior period 63 10 29
Settlements 11
Expiration of statute of limitations

Balance at end of year sss $94 $93

The unrecognized tax benefit table was corrected to reflect an additional $55 million in the beginning

balance of 2010 As result of the settlement of an Internal Reveiue Service examination in 2012 it was

determined that this amouflt was more appropriately reflected as an unrecognized tax benefit Thç disclosure

relating to the.201 and 2010 impact on the effective tax rate upon the release of unrecognized tax benefits

as discussed below has been similarly adjusted The Company hats determined that the effect of this

adjustment is immaterial to disclosures in prior periods

During 2012 the Company reached an agreement with theIntemal Revenue Service IRS that effectively

settled the IRS examinations for the tax yearS 2007 2008 and 2009 The Revenue Agents Report was issued in

2010 which included proposed adjustments that decreased and increased taxable income In 2011 the Company
filed protest with the IRS Appeals Division regarding proposed adjustment to change the timing of certain

deductions During 2012 the Company reached resolution on .this proposed adjustment and the examination

was settled This settlement resulted in $61 million reduction in income tax expense At this timethe Company
has no expectation that the settlement related to any of the pfotested adjustments will be reexamined All federal

tax years subsequent to the above years are open to examination

With few exceptions the Company is no longer subject to state and local income tax examinations for tax

years before 2008 Currently there are disputed tax positions taken in pieviously filed tax retnrn with certain

states including positions regarding investment and intellectual property subsidiaries The Company continues to

evaluate these positions and intends to defepd proposed adjustments made by thse tx authorities The Company
does not anticipate that the ultimate resolution of these examinatipns will result in material change to its

business financial position results of operations oi cash flows

As result of the potential resolution of certain federal and state income tax positions it is reasonably

possible that the UTBs could decrease as much as $22 million during the next twelve months since resolved

items will be removed from the balance whether their resolution results in payment or recognition in earnings

189



Asof December 31 2012 2011 and 2010 the balance of the Companys UTBs that wouldreduce the

effective tax rate if recognized was $40 million $80 million and $79 million respectively The remainder of the

UTB balance has indirect tax benefits in other jurisdictions or is the tax effect of temporary differences

During 2012 2011 and 2010 income tax expense benefit includes interest expense interest income and

penalties related to income taxes before the impact of any applicable federal and state deductions of zero $2
million and $2 million respectively As of December 31 2012 and December 31 2011 the Company recognized

liability of $1 million and $7 million respectively for interest and penaltiesrelated to income taxes before the

impact of any applicable federal and state deductions

NOTE 20 DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVIFIES

The following tables present the notional and fair value of derivative instruments on gross
basis as of

December 31

Derivatives in fair value hedging relationships

Interest rate swaps 5388

Forward commitments

Derivatives in cash flow hedging relationships

Interest rate swaps 1000
______ ______ ________ ______ ______

Total derivatives designated as hedging instruments 6388 _____ ______ _______ _____ _____

Derivatives riot designated as hedging instruments

Interest rate swaps

Interest rate options

Interest rate futures and forward commitments4

Other contracts
_________ ______ ______

Total derivatives not designated as hedging instruments

9449
______ ______ ________ ______ ______

Total derivatives $101837
______ ______ ________ ______ ______

Derivatives in gain position are recorded as other assets and derivativesin loss position are recorded as

other liabilities on the consolidated balance sheets

Includes Morgan Keegan amounts of $4.2 billion in notional value and $454 million in other assets/other

liabilities as of December 31 2011

Includes Morgan Keegan amounts of $364 million in notional value and $23 million in other assetsother

liabilities as of December 31 2011

During the third quarter of 2012 the Company discovered an error in the preparation of its derivative

footnote as of December 31 2011 The error resulted in an overstatement in the disclosed notional value of

derivatives not designated as hedging instruments specifically interest rate futures and forward

commitments Management has determined that the effect of this item is immaterial to prior periods and

adjusted the applicable 2011 notional amounts in the derivative footnote

December 312012 December 312011

Fair Value Fair Value
Notional ______________ Notional

Amount Gain Loss Amount Gain Loss

In millions

101 5535 153

640 11

11500 209

103 $. 1$ 1767.5 362 .13

46 $1746

3274 25

43908 10

2213 31

$1775 5923 $2396 $2414

4018 41 28

13 70607 11 23

32 1276 43 36

$1812 $L824 $135194 $2491 $2501

$1915 $1825 $152869 $2853 $2514
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J1EDGINDERIVATIVES

Derivatives entered into to ma iageitilerestrate risk and facilitate asset/liâbiitymanagement strategies are

designated as hedging derivatives Derivative financial instruments that qualif in hedging relationship are classified

based on the exposiirebeinghedgedas either fair value hedges or cashflow hedges The Company formally

documents all hedging relationships betweenhedging instruments and hedged items as well as its risk management

objective and strategy for entering into various hedge transactions The Company performs periodic assessments to

determine whether the hedging relaiDnsbiphas been highly effective in offstting changes in fair values or cash flows

of hedge4itms and whethçr the relationship is epected to continue to be highly ffective in the future

When hedge is terminated or hedge accounting is discontinued because the hedged item no longer meets

the definition of firm commitment or because it is probable that the forecastçd transaction will not occur by the

end of the specified time period the derivative will continue to be recorded in the consolidated balance sheets at

its fair value with changes in fair value recognized currently in investment feeincome Any asset or liability that

was recorded pursuant to recognition of the firm conimitment is removed from the consolidated balance sheets

and recognized currently in other non interest expense Gains and losses that were accumulated in accumulated

other comprehensive income loss pursuaiit to the hedge of forecasted fransation are recognized immediately

in other non interest expense

FAIR VALUE HEDGES

Fair value hedge relationships mitigate exposure the chne in fair value of an asset liability or firm

commitment Under the fair value hedging model gains or losses attributable to the change in fair value of the

derivative instrument as well as the gaixs an dosses attributable to the change in fair value of the hedged item

are recognized in earmngs in the period in which the change in fair value occurs The corresponding adjustment

to the hedged asset or liability is included in the basis of the hedged item while the corresponding change in the

fair value of the derivative instrument is recorded as an pdjustment to other assets or other liabilities as

applicable Helge ineffectiveness exists to the extent the changes in fair value of the derivative do not offset the

changes in fair value of the hedged item and is recorded as other non-interest expense

Regions enters into interest rate swap agreements to manage nterest rate exposure on the Companys fixed

rate borrowings which includes long term debt and certificates of deposit These agreements involve the receipt

of fixed rate amounts in exchange for floating rate interest payments over the life of the agreements legions

also enters into forward sale commitments to hedge changes in the fair value of available for sale securities

CASH FLOWHEDGES

Cash flow hedge relationships mitigate exposure to the variability of future cash flows or other forecasted

transactions For cash flow hedge rlatiônships the effectivc portion of the gain or loss related to the derivative

instrument is recognized as component of accumulated other comprehensive income loss Ineffectiveness is

measured by companng the change in fair value of the respective derivative instrument and the change in fair

value of perfectly effective hypothetical derivative instrument Ineffectiveness will be recognized in earnings

only if it results from an over hedge The ineffective portk of the gain or loss related to the derivative

instrument if any is recognized in earnings as other non-interest expense during the period of change Amounts

recOrded in accumulated other comprehensive income loss are recognized in earnings in theperiods during

which the hedged itehi impacts earnings

Regions enters into interest rate swap agreements to manage overall cash flow changes related to interest

rate risk exposure on LIBOR-based loans The agreements effectiyely modify the Companys exposure to interest

rate risk by utilizing receive fixed/pay LIBOR interest rate.saps.

Regions issues long-term fixed-rate debt for various funding needs Regions enters into receive LIBOR/pay

fixed forward starting swaps to hedge risks of changes in the projected quarterly interest payments attributable to

changes in the benchmark interest rate LIBOR during the time leading up to the probable issuance date of the

new long term fixed-rate debt
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Regions purchases Eurodollar futures to hedge the variability in future cash flows based oh forecasted resets

of one-month LIB OR-based floating rate loans due to changes in the benchmark interest rate

Regions enters into interest rate option contracts to protect cash flows through the maturity date of the hedging

instrument ondesignated one-month LIBORfloating-rate loans from adverse extreme market interest rate changes

Regions recognized an unrealized after-tax gain of $92 million and an unrealized after-tax loss of $45

million in accumulated other comprehensive income loss at December 31 2012 and 2011 respectively related

to terminated cash flow hedges of loan and debt instruments which will be amortized into earnings in conjunction

with the recognition of interest payments through 2017 Regions recognized pre tax income of $28 million and

$48 million during the years ended December 31 2012 and 2011 respectively related to the amortization of cash

flow hedges of loan and debt instruments

Regions expects to reclassify out of other comprehensive income loss and into earnings approximately $56

million in pre-tax income due to the receipt or payment of interest payments on all cash flow hedges within the

next twelve months Included in this amount is $47 million in pre tax net gains related to the amortization of

discontinued cash flow hedges The maximum length of time over which Regions is hedging its exposure to the

variability in future cash flows for forecasted transactions is approximately seven years as of December 31 2012

The following tables present the effect of derivative instruments on the statements of
operations

Fair Value Hedges
Interest rate swaps on

Debt/CDs $104 $173 245 Interest expense

DebtICDs 50 74 47 Other non interest expense

Forward commitments on

Securities available for sale 46 Other non-interest expense 46

Total $54 $53 292 $53 $150

Gain or Loss Location of Amounts

Recognized Reclassified from AOCI
in AOCI into Income

2012 2011 2010

In millions

Cash Flow Hedges

Interest rate swaps 92 97Interest income on loans

Forward starting swaps 35Interest expense on debt

Interest rate options 21Interest income on loans

Eurodollar futures 13 Interest income on loans

Total $9 $93 $166

After-tax

Pre-tax

All cash flow hedges were highly effective for all periods presented and the change in fair value attributed

to hedge ineffectiveness was not material

Gain or Loss Location of Amounts Gain or Loss

Recogmzed Recognized in Income on Recognized in

in Income on Derivatives and Related Income on Related

Derivatives Hedged Item Hedged Item

2012 2011 2010 2012 2011 2010

In millions In millions

$12 $15 $11

41 89 62

_____
51

Effective Portion

Gain or Loss
Reclassified from AOCI

into Income

2012 2011 2010

In millions

82 $183 $182

15 11

67 $174

43

34

$259
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DERIVATIVES NOT DESIGNATED AS HEDGING INSTRUMENTS

The Companymaintains deriyatives tradingportfolio of interest rate swaps option contractsand futures

and forward commitments used to meet the needs of its customers The portfolio is used to generate trading profit

and to help clients manage market risk The Company is subject to the credit risk that counterparty will fail to

perform The Company is also subject to market risk which is evaluated by the Company andmonitored by the

assetiliability management process Separate derivative contrac.tsare entered into to reduce overall market

exposure to pre4efinecl limits Thecontrctsin this portfo1iodo not qualify for hedge.accounting and are

marked-to-market through earnings and included in other assets andother liabilities

Regions entersinto interest rate lock commitments which are commitments tooriginatemortgage loans

whereby the interestrate on the loan ideternined prior to the custOmers.have locked into .that

interest rate At December 31 2012 and 2011 Regions had $775 million and $559 million respectively in total

notional amount of rate lock commitments Regions manages market risk on interest rate lock commitments and

mortgage loansheld for sale with corresponding forward sale commitments which are rcordedat fair value.with

changestin fairvaluerecorded inmortgage income At December 312012 and 2011 Regions had $1.9 billion

and $1.3 billion respectively in total absolutenotional amount relatºdto these forwardrate commitments

Regions has elected to accountfornortgage servicing rights at fair market value withany changes to fair

value being recorded within mortgage income Concurrent with the election to use the fair value measurement

method Regions began using various derivative instruments in the form of forward rate commitments futures

contracts swaps and swaptions to mitigate the statement of operations effect of changes in the fair vªlüe of its

mortgage servicing rights As ofDecember 312012 and 201 the total notional amount related tothese

contracts was $4.7 billion and $5.1 billion respectively

The following table presents the location and amount of gain or loss recognized in.income on derivatives

not designated as hedging instruments in the statements of operations for the years ended December31

Derivatives Not Designated as Hedging Instruments 2012 2011 2010

In millions

Investment fee income

Interest rate swaps 29 11 $10
Interest rate options

Interest rate futures and forward commitments

Other contracts 10 11 11

Total investment fee income .. ... 37 18

Mortgage income

Interest rate swaps 28 80 18

Interest rate options

Interest rate futures and forward commitments 35 18 74

Total mortgage income 70 100 88

$107 $118 89

Credit nsk defined as all positive exposures not collateralized with cash or other assets totaled

approximately $713 million and $924 million at December 31 2012 and 2011 respectively This amount

represents the net credit risk on all trading and other derivative positions held by Regions
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CREDIT DERIVATIVES

Regions has both bought and sold credit protection in the form of participations oninterest rate swaps swap

participations.These swap participations which meet the definition of credit derivatives were enteredintoin

the ordinary course ofbusiness to serve the credit needs of customers Credit derivatives whereby Regions has

purchasedcredit protection entitle Regions to receive payment from thecounterparty when the customer fails

to make paymenton any amounts due to Regions upon early termination of the.swap transaction and have

maturities between 2013 and 2017 Credit derivatives whereby Regions has sold credit protection have maturities

between 2013 and 2018 For contracts where Regions sold credit protection Regions woud be required to make

payment to the counterparty when the customer fails to make payment on any amounts due to the counterparty

upon early termination of the swap transaction Regions bases thecurrent status of theprØpaymentJperformance

risk on bought and sold credit derivatives on recently issued internal risk ratings consistent with the risk

management practices of unfunded Ôonimitments

Regions matimum potential amount of future payments under these contracts asfDecember31 2012 is

approximately $33 million This scenario would only occur if variable interest rates were at zero percent and all

counterparties defaulted with zero recoVery The fair value of sold protectibn at December 31 2012 was

immaterial In transactions where Regions has sold credit protection recourse to collateral associated with the

onginal swap transaction is available to offset some or all of Regions obligation

CONTINGENT FEAUURES

Certain of Regions derivative instruinent contracts with broker-dealers contain provisions allowing those

broker-dealers to terminate the contracts in the event that Regions and/or Regions Banks credit rating falls

below specified ratings from certain major credit rating agencies During the fourth quarter of 2010 Regions and

Regions Bailk experienced ratings downgrades from major credit rating agencies such that certaiti ratings for

Regions and Regions Bank werebelow investment grade As result of these ratings downgrades certain of

Regions Banks broker-dealer counterparties could have terminated these contracts at their discretion In lieu of

terminating the contracts Regions Bank and certain of its broker-dealer ounterpards.atueiidelihe1cbntràcs

such that Regions Bank was required to post additional collateral in the cumulative amount of $195 million as of

December 31 2010 As of December 31 2012 the additional collateral posted was $185 million Dunng 2012

both Moody Investor Service Moodys and Standard Poors SP upgraded certain credit ratings for

both Regions and Regions Bank In 2013 as result of the ratings upgrades that occurred dunng 2012 some of

this additional collateral has begun to be returned to Regions

Some of these contracts with broker-dealers still contain credit-related termination provisions and/or credit-

related provisions regarding the posting of collateral At December 31 2012 the net fair value of such contracts

containing credit related termination provisions that were in liability position was $419 million for which

Regions had posted collateral of $560 million At December 31 2012 the net fair value of contracts that do not

contain credit related termination provisions that were in liability position was $262 million for hich Regions

had posted collateral of $267 million Other derivative contracts with broker-dealers do not contain any credit-

related prOvisions These counterparties require complete overnight collateralization

The aggregate fair value of all derivative instruments with any credit-risk-related contingent features that

were in liability position on December 31 2012 and 2011 was $499 million and $425 million respectively for

which Regions had posted collateral of $641 million and $531 million respectively in the normal course of

business
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NOTE 21.FALR ALUE MEASUREMENTS

Fair value guidance establishes framework for using fair value to measure assets and liabilities and dØfiæes

fair value as the price that would be received to sell an asset or paid to transfer liability an exit price as

opposed to the pnce that would be paid to acquire the asset or received to assume the liability an entry price
fair value measure should reflect the assumptions that market participants would use in pncing the asset or

liability including the assumptions about the risk inherent in particular valuation technique the effect of

restriction on the sale or use of an asset and the risk of nonperformance Required disclosures include

stratification of balance sheet amounts meas ired at fair value based on inputs the Company uses to derive fair

value measurements These strata include

Level valuations where the valuation is based on quoted market prices for identical assets or

liabilities traded in active markets which include exchanges and over the counter markets with

sufficient volume

Level valuations where the valuation is based on quoted market prices for similar instruments traded

in active markets quoted prices for identical or similar instruments in markets that are nct active and

model-based valuation techniques for which all significant assumptions are observable ui the market

and

Level valuations where the valuation is generated from model based techniques that use significant

assumptions not observable in the market but observable based on Company-specific data These

unobservable assumptions reflect the Company own estimates for assumptions that market

participants would use in pricing the asset or liability Valuation techniques typically include option

pricing models discounted cash flow models and similar techniques but may also include the use of

market prices of assets orliabilities that are not directly comparable to the subject asset or liability

Regions rarely transfers assets and liabilities measured at fair value between Level and Level

measurements ThØrewereno suli transfersduring the years ended December 31 2012 2011 or 2010 Trading

account assets and securities available for sale may be periodically transferred to or from Level valuation based

on management conclusion regarding the best method of pricing for an individual security Such transfers are

accounted for as if they occur at the beginning of reporting period
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Derivative assets

Interest rate swaps

Interest rate options

Interest rate futures and forward commitments

Other contracts

Total derivative assets

Trading account liabilities

U.S Treasury securities

Obligations of states and political subdivisions

Mortgage-backed securities

Residential agency

Commercial agency

Other securities

Equity securities

Total trading account liabilities

Derivative liabilities

Interest rate swaps

Interest rate options

Interest rate futures and forward commitments

Other contracts

Total derivative liabilities

Non-recurring fair value measurements

Loans held for sale

Foreclosed property other real estate and equipment

1849 $2758 $2758

25 28 13 41

10 11 11

31 43 43

1915 2840 $13 2853

97$ 97

133 133

16 18

$$ 1$ 248$ $256

2416 2416

28 28

34 34

36 36

2514 2514

The following tables present assets and liabilities measured at fair value on recuthngbasiSnd non

recurring basis as of December 31

December 312012 December 312011

TOtal Total

Level Level Level Fair Value Level Level Level FairValue

In millions

Recurring fair value measurements

Trading account assets

U.S.Treasurysecurities $- -- $212 215

Obligations of states and political
subdivisions 101 139 240

Mortgage-backed securities

Residential agency
359 359

Commercial agency
51 51

Other securities
35 36

Equity securities 116 116 365 _L 365

Totaltradingaccountassets $116 116 $577 $498 $191 1266

Securities available for sale

U.S Treasury securities 52 52 98$r- 98

Federal agency securities 553 553 147 147

Obligations of states and
political

subdivisions 16 20 36

Mortgage-backed securities

Residential agency
21277 21277 22175 22175

Residential non-agency
13 13 16 16

Commercial agency
725 725 326 326

Commercial non agency 098 098 321 321

Other debtsecurities 2833 2835 537 537

Equitysecurities2
125 125 115 115

Total securities available forsale $177 $26495 $15 $26687 $213 $23522 $36 $23771

Mortgage loans held for sale 1282 1282 844 844

Mortgage servicing rights
$191 191 $182 182

1849

10

31

1893

$-
22

22

1776$1776

13

32

1825

13

32

1825

$51 51

41 40 81

36 $195 231

91 162 253

All trading account assets at December 31 2011 were related to Morgan Keegan see Note for further discussion regarding the sale of

Morgan Keegan with the exception of $178 million of which all were classified as Level in the table The Morgan Keegan items do

not appear in the December 31 2012 amounts as the sale was closed during the second quarter of 2012

Excludes Federal Reserve Bank and Federal Home Loan Bank Stock totaling $484 million and $73 million at December31 2012 and

$481 million and $219 million December 31 2011 respectively
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At December 31 2012 derivatives includeS approximately $1.1 billion related to legally enforcçable master netting agreements that allow

the Companyto settle positive and negative positjons Deriyatives are also presented excluling cash collateral received of $5 million

and cash collateral posted of $827 million with counterparties At December 31 2011 derivatives include approximately $1.4billioi

related to legally enforceable master netting agreementsthÆt allow the Company to sett.iepositive and negªtiv positions Derivatives are

also presented excldig cashcollateral reeived of $55 million and .qash collateral posted of $7 million with counterparties

Deiivative assets and liabilities both include $454 million pf mterest rate swaps and $23 million of tnterest rate options at December 31

201 lrelatºd to Morgan Keegan all of which are classified as Level 2iri die table These items do not adpearin the DecØæiber3l 2012

amounts as they were included with the sale of Morgan Keegan
All trading account liabilities are related to Morgan Keegan at December 31 2011 These items do not appear in the December 31 2012

amounts as they were included with sale of Morgan Keegan

Assets and liabilities in all levels could result in volatile and niaterial price fluctuations Realized and

unrealized gains and losses on Level assets represent only portion of the risk-b market fluctuations in

Regions consolidated balance sheets Further trading account assets trading account liabilities and derivatives

included in Levels and are used by the Asset and Liability Management Committee of theCórnpany in

holistic approach to managing price fluctuation risks
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The following tables illustrate roliforward for all assets and liabilities measured at fair value on

recurring basis using significant unobservable inputs Level for the years enddDecember 31 2012 2011 and

2010 The tables do not reflect the change in fair value attributable to any related economic hedges the Company

used to mitigate the interest rate risk associated with these sset5 and liabilities The net change in unrealized

gains losses included in earnings related to Level assets and liabilities held at Deenber 31 2012 201 tand

2010 are not material

Year Ended December 2012

Level Instruments Only

Trading accountassets

Obligations of states and political

subdivisions $139

Commercial agency MBS 51

Other securities

Total trading account assets ... $191

Securities available for sale

Obligations of states and political

subdivisions 20

Residential non-agency MBS 16

Commercial non-agency MBS

Other debt securities

Total securities available for sale $36

Mortgage servicing rights $182

Trading account liabilities

Mortgage-backed securities

Commercial agency

Other securities

Total trading account liabilities

$7

Derivatives net

Interest rate options $13

Total derivatives net $13

37

12

2-
13

105

106 15

$191

42
10

52

$22

$22

Included in discontinued operations on net basis

Included in mortgage income

Income from trading account assets primarily represents galns/losses on disposition which inherently includes commissions on security transactions during

the period

All amounts related to trading account assets and trading account liabilities are related to Morgan Keegan see Note for discussion of sale of Morgan

Keegan
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Total Realized/Unrealized Gains or Losses

Opening Included in Closing

Balance Included Other Transfers Transfers Disposition Balance

January ip Comprehensive into out of of Morgan December 31

2012 Earnings Income Loà Purchases Sales Issuances Settlements Level Level tegan .2012

InmUllons

16 124
368 317 104

2248 2240 13

3a 2620 2573 $241

51b

16

104

104 16

60

49

240

240b

231
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Year Ended December 31 2011

Total Realized Unrealized Gain or Losses

Included in

Other Transfers Transfers Balance

Comprehensive into out of December 31
_________

Inconie Loss urcIiases Sales Iauances Settlements Level Level 2011

In millions
Level Instruments Only

Trading account assets

Obligations of states and political

subdivisions $165 17 56

Commercial agency MBS 54 1352
Other secunties 10 18 8051

Total trading account assets $229 9a 9459

Securities available for sale

Obligations of states and political

subdivisions 17

Residentialnon-agencyMBS 22

Total securities available for sale 39 1c

Mortgage servicing rights $267 147b 62

Trading account liabilities-d V.. .-

Mortgage-backed securities

Commercial agency

Other securities 56
Total trading account liabilities

10 56

Derivatives net

Interest rate options 123

Interest rate futures and forward

commitments

Total denvatives net 123b

Included in discontinued operations on net basis

Included in mortgage income

Included in other non-interest income
IncOme from

tiading accOunt asset primarily represents gains/losseson disposition which inherently includes commissions on security
transactions dunng the period

All amounts relatOd tOtFading aount assets and trading account liabilities are related to Morgan Keegan seNote for discussion of sale of
Morgan Keegan .j

Balance

January Included in

2011 Earnings

65 $139

1364 V1 51

8078

9507 $19

$20
166-

$182

54-.---
53V

113 13

118

199



Year Ended December 31 2010

Level Instruments Only

Trading account assets

Obligations of states and political

subdivisions

Commercial agencyMBS
Other securities

Total trading account assets

Securities available for sale

Obligations of states and political

subdivisions

Residential non-agency MBS

Total securities available for sale

Mortgage servicing rights

Trading account liabilities

Mortgage-backed securities

Commercial agency

Other securities

Total trading account liabilities

Derivatives net

Interest rate options

Interest rate futures and forward

commitments

Total derivatives net

198 $165

735 10 54

12382 17 10

13315 $229

$17

14 22

21 $39

$267

$6
43

43 11 $10

105

105

Total Realized /Uiirinlized Gains or Losses

Inchided in

Balance Other Transfers Transfers Balance

January Included in Comprehenstse
into out of December 31

2010 Earnings Income Loss Purchases Issuances Settlements Level Level 2010

In millions

$171 19.8

40 737

27 12344

$215 23a 13279

$17
36

$53

$247 61b 81

$1
36

$1 41

$_ 108b

108

Included in discontinued operations on net basis

Included in mortgage income

Income from trading account alsets pnmarily represents gams/losses on disposition which inherently incudes commissions on security

transactions during the period

All amounts related to trading account assets and trading account liabi1itie are related to Morgan Keegan see Note for discussion of

sale of Morgan Keegan
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The following table presents.thefairvahieadustinents rltedtonn-recuthng fair .valterneasureiTients

Year Ended

December 31

2012 2011

In nulhons

Loans held for sale $174 $611

Foreclosed property other real estate and equipment 66 229

The following table presents detailed informatiOn iegardingssets and liabilities measured at fair value

using significant unobservable inputs Level as of December 31 2012 The table includes the valuation

techniques and the significant unobservable inputs utilized The range of each unobservable input as well as the

weighted average
within the range utilized at Decenber 31 202 is included Following the table is descnption

of the valuation technique and the sensitivity of the technique to changes III the significant unobservable input

December 312012

Level

Fair Value at Quantitative Range of

December 31 Valuation Unobservable puand
2012 -- TeChalque Uüoberb1e Inputs1 Weighted-Average

.-
.. Dollarianiilions

Recurringfairvalucmeasurements ... .1
Securities available for sale

Mortgagebacked securitiØs

kesidentialnoii-agthcy .. H$ 13 Discotinted cash Spread io-LIBOR- 5.4% 69.9%i69%
flow

Weighted-a.v9age

prepayment speed

CPRpdntage 7%-3o.3%i2%
Probability of default 0.2% i.2% 1.0%
Loss

severity
39.3% 100.0% 48.1%

Other debt securities Market comparable Evaluated quote on

same isSuer/

comparable bond .99.1% 100.0% 99.6%

Comparability

adjustments 0% 0%

Mortgage servicing nghts i91 Discounted cash Weighted average

-flow -prepaymentspeØd
..

... h.- CPR 4.7%- 5.9% 17.6%

Opipn-djustdsprd.-

percentage 1.0% 23.6% 7.5%
Derivative assets

Interest rate options Discounted cash Weighte.-ayeage

flow prepayment speed

CPR percentage 4.7% 25.9% i7.6%

Option-adjusted spread

percentage o- l.0%-23.6%
Nonrecurring fair value measurements -Pull-through 55.7% 98.8%76.9%

Loans held for sale .- .51 Multiple lat points Appraisal cpmparability
..

including discount adjustment 4iscount 8.0% 94.0% 4%
to appraised value

on recent market

activity
for sales of

similar loans

Foreciosed property and other real estate 40 Discount to Appriusalcomparability

appraisevalu.e of adjustment discount 5.Q% i00.03.2%
property liased on

receætmarket H-ii
aqtivityforsalsof

simil properties

See Note for additional disclosures related to assumptions used in the fair value calculation for mortgage servicing rights

201



RECURRING FAIR VALUE MEASUREMENTS USING SIGNIFICANT UNOBSERVABLE INPUTS

Securities available for sale

Mortgagebacked securities residential non-agency-The fair value reported in this category relates to

retained interests in legacy securitizations Significant unobservable inputs include the spread to LIBOR

constant prepayment rate probability of default and loss severity in the event of default Significant increases in

any of these inputs in isolation would result in significantly lower fair value measurement Generally change in

the assumption used for the probability of default is accompanied by directionally similar change in the

assumption used for loss severity and directionally opppsite change in the assumption usedorprepayment

rates

Other debt securitiesSignificant unobservable inputs include evaluated quotes on cQmparable bonds for

the same issuer and management-determined comparability adjustments Changes in the ev4uated quote on

comparable bonds would result in directionally similar change in the fair value of the other debt securities

Mortgage Servicing Rights

The significant unobservable inputs used in the fair value measurement of mortgage servicing rights are

option adjusted spreads OAS and prepayment speed This method iºquires generating cash flow projections

over multiple interest rate scenarios and discounting those cash flows at risk adjusted rateAdditionally the

impact of prepayments and changes in the option adjusted spread are based on variety of underlying inputs such

as servicing costs Increases or decreases to the underlying cash flow inputs will have correspondmg impact on

the value of the mortgage servicing right asset The net change in unrealized gains losses included in earnings

related to mortgage servicing rights held at period end are disclosed as the changes in valuation inputs or

assumptions See Note for these amounts and additional disclosures related to assumptions used in the fair

value calculation for mortgage servicing rights

Derivative assets

Interest rate optionsThese instruments are interest rate lock agreements made in the normal course of

originating residential mortgage loans Significant unobservable inputs in the fair value measurement are OAS
prepayment speeds and pull-through The impact of OAS and prepayment speed inputs in the valuation of these

derivative instruments are consistent with the MSR discussion above Pull-through is an estimate of the number

of interest rate lock commitments thatwill ultimately become funded loans Increases or decreases in the pull-

through assumption will have corresponding impact on the value of these derivative assets

NON RECURRING FAIR VALUE MEASUREMENTS USING SIGNIFICANT UNOBSERVABLE INPUTS

Loans held for sale

Loans held for sale are valued based on multiple data points indicating the fair value for each loan The

primary data point for non-performing investor real estate loans is discount to the appraised Value the

underlying collateral which considers the return required by potential buyers of the loans Management

establishes this discount or comparability adjustment based on recent sales of loans secured by similarproperty

types As liquidity in the market increases or decreases the comparability adjustment and the resulting asset

valuation are impacted

Foreclosed property and other real estate

Foreclosed property and other real estate are valued based on offered quotes as available If no sales contract

is pending for specific property management establishes comparability adjustment to the appraised value

based on historical activity considering proceeds for properties sold versus the corresponding appraised value

Increases or decreases in realization for properties sold impact the comparability adjustment for similar assets

remainingonthebalancesheet
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FAIR VALUE OPTION

Regions elected the fair value option for FNMA and FHJIMC eligible thirty-year
residentil mortgage loans

held for sale originated on or after January 2008 Additionally Regions elected the fair value option for

FNMA and FHLMC ºligiblØ fifteen-yeàr residCiitial mortgage loans held for sale originated on or after

November 22 2010 The elections allow for more effective offset of the changes in fair values of the loans

and the derivative instiiithent ased to economically hedge them without the burden of complying with the

requirements for hedge accounting Regions has not elected the fair value option for other loans held for sale

primarily because they de not economically hedgedusing derivative instruments Fair valUes of mortgage loans

held for sale are based on traded tharket prices of similar assets where available and/or discounted cash flows at

market interest rates adjusted for securitization activities that include servicing valuei and market conditions

and were recorded in loans held
for

sale in the consolidated balance sheets

The following table summarizes the difference between the aggregate fair value and the aggregate unpaid

principal balance for mortgage loans held for sale measured at fairvalue

December 312012 December 31 2011

Aggregate Fair Aggregate Fair

Value Less Value Less

Aggregate Aggregate Aggregate Aggregate

Aggregate Unpaid Unpaid Aggregate Unpaid Unpaid
Fair Value Principal Principal Fair Value Principal Principal

In millions

Mortgage loans held for sale at fair

value $1282 $1235 $47 $844 $815 $29

Interest income on mortgage loans held for sale is recognized based on contractual ates and is reflected in

in.terest income on loans held for sale in the consolidatedstatements of operations The following table details net

gains losses resulting from changes in fair value of these loans which were recorded in mortgage income in the

consolidated statements of operations These changes in fair value are mostly offset by economic hedging

activities An immaterial portion of these amounts was attributable to changes in instrument-specific credit risk

Mortgage loans held forsale at fair value

Year Ended December 31

2012 2011

In millions

Net gains resulting from changes in fair

value $18 $36
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The carrying amounts and estimated fair values as well as the level within the fair value hierarchy of the

Companys financial instruments as of December 2012 are as follows

DeŁmber 312012

Caryin Estimted

Amouni Fair Value Level Level Level3

In mifilons

Financial assets ..
Cash and cash equivalents .5489. 5489 $5489.$

Trading account assets .116 i6 116
Securities avajlbk for sale 27244 27244 177 27052 15

Securities heldto maturity 10 1.1

Loans held for sale 1383 1383 1282 101

Loans excluding ieass net of unearned income and

allowance for loan losses 23 70574 63961 63961

Other interest-earning assets 900 900 900

Denvatives net 90 90 68 22

Financial liabilities

Deposits 95 474 95 528 95 528

Short-term borrowings 1574 1574 1574

Long-termborrowings 5861 6138 1037 5101
Loan commitments and letters of credit 121 667 667

Indemnification obligation 345 329 329

Estimated fair values are consistent with an exit price concept The assumptions used to estimate the fair

values are intended to approximate those that market participant would use in.ahypothetical orderly

transaction In.estimating fair value the Compaity makes.adjustmeæts for interest rates market liquidity and

creditspreadsasappropriate

The estimated fair value of portfolio loans assumes sale of the loans to third-party financial investor

Accordingly the value to the Company if the loans were held to maturity is not reflected inthe fair value

estimate In the current whole loan market financial investors are generally requiring higher rate of return

than the return inherent in loans if held to matunty The fair value discount at December 31 2012 was $6

billion or 9.4 percent

Excluded from this table is the lease carrying amount of $1.5 billion at December 31 2012
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The carrying amounts and estimated fair values of the Cotupanys financial instruments as of December 31

2011 are asfollows

December 312011

Estimated

Carrying Fair

Amount Value

In millions

Financial aSsets ..
Cash and cash equivalents 7245 7245

Trading account assets 1266 1266

Securities available sale 24471 24471

Secunties held to matunty 16 17

Loanhºldforsale 1193 1193

Loans excluding leases net of unearned income and allowance for

bàn losses 73284 65224
Other interest-earning assets 1085 1085
Derivatives net 339 339

Financial liabilities

Deposits 95627 95757
Short-term borrowings 3067 3067

Long-term borrowings 8110 7439
Loan commitments anditters of ctudit 117 756

Estimated fair yales are consistent withan exit price concept The assumptions used to estimate the fair

values are intended tapproximate those that market participant would use in hypothetical orderly

transaction In estimating fair value the Compafly makes adjistments fof interest rates market
liquidity

and

credit sprads as aropriatŁ

The estimated fair valie of portfoiiolons assumes sale of t1e loans to third-party financial investor

Accordingly the value to the Company if the loans .were held to maturity not reflected in the fair value

estimate In the current whole loan market financial investors are generally requiring higher rate of return

than the return inherent in loans if held to maturity The fair value discount at December 31 2011 was $8.1

billion ori All percent

Excluded from this table is the lease carrying amount of.$ .6 billion at December 31 2011

NOTE 22 BUSINESS SEGMENT INFORMATION

Each of Regions reportable segments is strategic business unit that serves specific needs of Regions

customers based on the products and services provided The segments are based On the manner in which

management views the financial performance of the business The Coffipaæ haS threeteportable segments

Business Services Consumer Services and Wealth Management with the remainder split between Discontinued

Operations and Other During the third quarter of 2012 Regions reorganized its internal management structure

and accordingly its segment reporting structure Historically Regions primary business segment was Banking

Treasury representing the Companys banking network including the Consumer Commercial Banking

function along with the Treasury function Other segments included Investment Banking/Brokerage/Trust and

Insurance During the second quarter of 2012 Regions consummated the sale of Morgan Keegan the primary

component of Investment Banking/Brokerage/Trust Shortly thereafter Regions announced organizational

changes to better integrate and execute the Companys strategic priorities across all lines of business and

geographies As result Regions revised its reportable segments as described below Prior periods information

has been restated to conform to the current periods presentation

The Business Services segment represents the Companys commercial banking functions including

commercial and industrial commercial real estate and investor real estate lending This segment also includes

equipment lease financing Business Services customers include corporate middle market small business and

commercial real estate developers and investors Corresponding deposit products related to these types of

customers are included in this segment
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The Consumer Services segment represents the Companys branch network including consumer banking

products and services related to residential first mortgages home equity lines and loans indirect loans consumer

credit cards and other consumer loans as well as the corresponding deposit relationships These services are also

provided through alternative channels such as the internet and telephone banking

The Wealth Management segment includes wealth management products and services such as trust

activities commercial insurance and credit related products and investment management Wealth Management

customers include individuals and institutional clients who desire services that include investment advice

assistance in managing assets and estate planning

Discontinued Operations includes all brokerage and investment activities associated with Morgan Keegan

As discussed in Note Regions closed the sale of Morgan Keegan and related entities on April 2012

Other includes the Company Treasury function the securities portfolio wholesale funding activities

interest rate risk management activities and other corporate functions that are nQt related toa strategic business

unit Also within Other are certain reconciling items in order to translate the segment results that are based on

management accounting practices into consolidated results Management accounting practices utilized.by

Regions as the basis of presentation for segment results include the following

Net interest income is presented based upon funds transfer pricing FTP approach for which

market-based funding charges/credits are assigned within the segments By allocating cost or credit

to each product based on the FTP framework management is able to more effectively measure the net

interest margin contribution of its assetsI1iabilitis by segment The sumtnation of the interest income

expense and FTP charges/credits for each segment is its designated net interest income The variance

between the Company cumulative FTP charges and cumulative FTP credits is offset in Other

Provision for loan losses is allocated to each segment based önactuäl net chrge-offs that have been

recognized by the segment The differØne between the consolidated provisiOn for loan losses and the

segments net charge offs is reflected in Other

Income tax expense benefit is calculated for Business Services Consumer Services and Wealth

ManagemŒæt based on consistent federal and state statutory rate Discontinued Operations reflects the

actual income tax expense benefit of its results Any difference between the Companys consolidated

income tax expense benefit and the segments calculated amountsis.refleçted inCther

Management reporting allocations of certain experes are made in order to anaiyze the financial

performance of the segrents These allocations cqit of operational and oveihead cost pools and are

intended to represent the total costs to support segment
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The following tables present financial information for each reportable segtnent for the ynats ende.d

December 31

Year Ended December 31 2011

Net interest income

Provision for loan losses

Non-interst income

Non-interest exjense

Goodwill impairment

Income loss before

income taxes

Income tax expense

benefit

Netincome loss

Average assets

Discontinued

Operations Consolidated

31 3441

1530

995 3138

.942 4551

92 745

161 408 247

Year Ended December31 2010

Net interest income

Provision for loan losses

Non-interest income

Non-interest expense

Regulatçry charge

Income loss before

income taxes

Income tax expense

benefit

Net income loss

Average assets

Continuing

Other Operations

In millions

479 3389

71 2863

334 2489
269 3784

Discontinued

Operatiqs Consolidated

432
2863

3531

4785
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Year Ended December31 294

Business Consumer Wealth Continuing Discontinued

Srvices Services Managment Other Operations Operations eonsolidated

ID millions

Net interest income 2046 1934 18 863 $7

Provision for loan losses 557 454 29 827
Non-interest income 446 1204 382 68

Non-interest expense 918 2006 424 178

IncOme os before

income taxes 1017 678 112 146 161 99 L562

Income tax expense

benefit 386 258 43 205 482 40 442

Net income loss 631 420 69 59 1179 $59 1120

Average assets $48799 $29712 $7632 $36039 $122182 $113 $122895

3300
213

2100
3526

264

370

3307
213

2364

3896

Business Consmner Wedith Cóntiituing

Services Services Management Other Operations

In millions

2Q02 1846 191 629 3410

1325 567 77 439 1530
42 i205 376 70 2143

1109 962 417 121 609

25 253

60 522 180 241

23 198

-37 324

$51o58 $30255

69
111

$7892

10 .. 28
61 189 404 215

$37514 $1271 $3254 $197

Business Consumer Wealth

Services Services Management

1964 1724 180

2051 676 65

572 1220 363

1160 1957 398

67.5 311

1042

iooc

12575 75

485 844 41 885

256 118 240 376 30 346

419 193 245 468 71 539

$55042 $32364 $7224 $38090 $132720 $3235 $135955
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NOTE 23 COMMITMENTSCONTINGENCIES AND GUARANTEES

COMMERCIAL COMMITMENTS

Regions issues off balance sheet financial instruments in connection with lending activities The credit risk

associated with these instruments is essentially the same as that involved in extending loans to customers and is

subject to Regions normal credit approval policies and procedures Regions measures inherent risk associated

with these instruments by recording reserve for unfunded commitments based on an assessment of the

likelihood that the guarantee will be funded and the creditworthiness of the customer or counterparty Collateral

is obtained based on managements assessment ofthe creditworthiness of the customer

Credit risk associated with these instruments as of December 31 is represented by the contractual amounts

indicated in the following table

2012 2011

In millions

Unused commitments to extend credit $38160 $37872

Standby letters of credit 872 084

Commercial letters of credit 27 33

Liabilities associated with standby letters of credit 37 37

Assets associated wih standby letters of credit 37 36

Reserve for unfunded ciedit commitments 83 78

Unused commitments to extend creditTo accommodate the financial needs of its customers Regions

makes commitments under various terms to lend funds to consumers businesses and other entities These

commitments include among others credit card and other revolving credit agreements term loan commitments

and short term borrowing agreements Many of these loan commitments have fixed expiration dates or other

termination clauses and may require payment of fee Since many of these commitments are expected tO expire

without being funded the total commitment amounts do not necessarily represent future liquidity requirements

Standby letters of creditStandby letters of credit are also issued to customers which commit Regions to

make payments on behalf of customers if certain specified future events occur Regions has recourse againstthe

customer for any amount required to be paid to third party under standby letter of credit Historically large

percentage of standby letters of credit expired without being funded The contractual amount of standby letters of

credit represents the maximum potential amount of future payments Regions could be required to make and

represents Regions maximum credit risk

Commercial letters of creditCommercial letters of credit are issued to facilitate foreign or domestic trade

transactions for customers As general rule drafts will be drawn when the goods underlying the transaction are

in transit

LEASE COMMITMENTS

Regions and itssubsidiaries lease land premises and equipment under cancelable and non-cancelable leases

some of which contain renewal options under various terms The leased properties are used primarily for banking

purposes Total rental expense on operating leases for the years ended December 31 2012 2011 and 2010 was

$170 million $197 million and $203 milhon respectively
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The approximate future minimum rental commitments as of December 31 2012 for all non-cancelable

leases with initial or remaining trms of one year or more are shown in the following table Included in these

amounts are all renewal options reasonably assured of being exercised

Premises Equipment Total

In millions

2013 $103 28 $131

2014 .98 .26. 124

2015 92 20 112

2Q16 85 12 97

.2017 74

Thereafter 397 397

$849 86 $935

LEGAL CONTINGENCIES

Regions and its affiliates are subject to loss contingencies related to litigation and claims ansing in the

ordinary course of business Regions evaluates these contingencies based on information currently available

including advice of counsel and assessment of available insurance coverage Regions establishes accruals for

litigation and claims when loss contingency is considered probable and the related amount is reisonably

estimable Any accruals are periodically reviewed and may be adjusted as circumstances change In addition as

previously discussed Regions has agreed to mdenmify Raymond James for all legal matters resulting from pre

closing activities in conjunction with the sale of Morgan Keegan and recorded an indemnification obligation at

fair value in the second quarter of 2012 The indemnification obligation had carrying amount of $345 million

and an estimated fair value of $329 million as of December 31 2012 see Note 21 For certain matters when

able to do so Regions also estimates loss contingencies for possible litigation and claims whether or not there is

an accrued probable loss Where Regions is able to estimate such possible losses Regions estimates that it is

reasonably possible it could incur losses in excess of amounts accrued In an aggregate amount up to

approximately $40 million as of December O12 with it also bein reasonably possible that Regions could

incur no losses in excess of amounts accrued The legal contingencies included in the reasonably possible

estimate include those that are subject to the indemnification agreement with Raymond James

Assessments of litigation and claims exposures are difficult due to many factors that involve inherent

unpredictability Those factors include the following the varying stages of the proceedings particularly in the

early stages unspecified damages damages other than compensatory such as punitive damages multiple

defendants and jurisdictions whether discovery has begun or not atid whether the claim involves class-action

Therr are numerous factors that result in greater degree of complexity in class-actipn lawsuits as cornpaed to

other types of litigation Due to the many intricacies involved in class action lawsuits at the early stages of these

matters obtaining clarity on reasonable estimate is difficult which may call into question its reliability As

result of some of these factors Regions may be unable to estimate reasonably possible losses with respect to

some of the matters disclosed below The aggregated estimated amount provided above therefore may not

include an estimate for every matter disclosed below.
..

Beginning in December 2007 Regions and certain of its affiliates have been named in class action lawsuits

filed in federal and state courts on behalf of investors who purchased shares of certain Regiois Morgan Keegan

Select.Funds the Funds and shareholders of Regions These cases have.een consolidated into class-actions

and shareholder derivative actions for the open-end and closed-end Funds The Fwids were formerly managed by

Regions Investment Management Inc Regions Investment Management Regions Investment Management

no longer manages these Funds whith were transferred to Hyperion Brookfield Asset Management Hyperion
in 2008 Certain of the Funds have since been terminated by Hypenon 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 Plaintiffs have requested eqnitable.relief and unspecified monetary
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damages Thesecases are in various stages and no classes have been certified Settlement discussions are

ongoing in certain cases and the COurt has granted preliminary approval of settlement in the closed-end Funds

class-action and shareholder derivative case 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 These lawsuits and proceedings are subject to the indemnification agreement with Raymond James

discussed above

In July 2009 the Securities and Exchange Commission SECfiled complaint in U.S District Court for

the Northern District of Georgia against Morgan Keegan alleging violations of the federal securities laws in

connection with auction rate securities ARS that Morgan Keegan underwrote marketed and sold TheSEC

sought an injunction against Morgan Keegan for violations of the antifraud provisions of the federal securities

laws as well as disgorgement financial penalties and other equitable relief for customers including repurchase

by Morgan Keegan of all ARS that it sold prior to March 20 2008 Beginning in February 2009 Morgan Keegan

commenced voluntary program to repurchase ARS that it underwrote and sold to the firms customers and

extended that repurchase program on October 2009 to include ARS that were sold by Morgan Keegan to its

customers but were underwritten by other finns On June 29 2011 Morgan Keegan announced the final phase Of

the repurchase program to include ARS issued by Jefferson County Alabama that were sold by Morgan Keegan

to its customers On June 28 2011 the Court issued summary judgment in favor of Morgan Keegan in this

case and the SEC appealed that judgment On May 2012 the Eleventh Circuit Court of Appeals granted the

SEC appeal and remanded the case to the District Court bench trial was held before the District Court in

November 2012 On February 15 2013 the Court entered judgment in favor of the SEC and ordered Morgan

Keegan to pay minimal civil monetary penalty and to repurchase all ARS that it sold to and is still held by

several of the plaintiffs Previously on July 21 2009 the Alabama Securities Commission issued Show

Cause order to Morgan Keegan arising out of the ARS matter that is the subject of the SEC complaint described

above The order requires Morgan Keegan to show cause why its registration as broker dealer should not be

suspended or revoked in the State of Alabama and also why it should not be subject todisgorgement

repurchasing all ARS sold to Alabama residents and payment of costs and penalties These matters are subject to

the indemnification agreement with Raymond James

In October 2010 purported class action lawsuit was filed by Regions stockholders in the District

Court for the Northern District of Alabama against Regions and certain former officers of Regions The lawsuit

alleges violations of the fºdŁral securities laws including allegations that statements that were materially false

and misleading were included in filings made with the SEC The plaintiffs have requested equitable relief and

unspecified monetary damages On June 2011 the thai court denied Regions motion to dismiss this lawsuit

On June 14 2012 the thal court granted class certification The Eleventh Circuit Court of Appeals is reviewing

the trial courts grant of class action certification The case is now stayed pending that review

Regions has received inquiries and subpoenas from government authorities primarily concerning accounting

matters from 2009 and earlier periods that also have been the subject of the civil litigation mentioned above

Regions is cooperating in providing responses to these inquiries and subpoenas In addition the Board of

Directors is conducting investigations regarding certain of the matters raised in these inquiries and subpoenas

In December 2009 Regions and certain current and former directors and Officers were named in

consolidated shareholder derivative action filed in Jefferson County Alabama The complaint alleges

mismanagement waste of corporate assets breach of fiduciary duty and unjust enrichment relating to bonuses

and other benefits received by executive management Plaintiffs requested equitable relief and unspecified

monetary damages The case was dismissed with prejudice on December 20l2 Plaintiffs have filed mOtion

to alter amend or vacate that judgment

In September 2009 Regions was named as defendant in purported class-action lawsuit filed by

customers of RegionsBank in the U.S District Court for the Northern District of Georgia challenging the mnher

in which non-sufficient funds and overdraft fees were charged and.the poiicies.relatedto posting order The case

was transferred to multidistrict litigatiOn in the US District Court for the Southern District of Florida and in
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May 2010 an order to compel arbitration was denied Regions appealed the denial aiid on April 29 2011 the

Eleventh Ciicuit Court of Appeals vacated the denial and remanded the case to the district court for

reconsideration of Regions motion to compel arbitration On September 2011 the trial court again denied

Regions motion to compel arbitration Regions again appealed the denial to the Eleventh Circuit which

March 2012 granted the motion and ordered that the case be dismissed Plaintiffs filed motion for reheanng

by the full court of appeals which was denied on April 30 2012 Plaintiffs petitioned for certiorari with the

Supreme Court but their petition was denied on October 2012 The case was dismissed with prejudice on

December 212012 Another pwprted cJass-action allegingthese claims was filed in the US District Court for

the Northem District of ç3eorgia in January 2012 The.case.is still early in its development and no class has been

certified Ptaintiffs in these cases have requested equitable relief and unspecified monetary damages

In July 2006 Morgan Keegan and former Morgan Ieegan analyst were named as defendants in lawsuit

filed by Canadian insurance and financial services company and its American subsidiary in the Circuit Court of

Morris County New Jersey Plaintiffs made claims under civil Racketeer Influenced and Corrupt Organizations

RICO statute for corn erçial isparagement tortious interference with qonti actual relatonships tortjous

interference with prospeciyŁeconomic advantage and common law conspiracy Plantiffs allegç that defeidants.

engaged in multi year conspiracy to publish and disseminate false and defamatory information about plaintiffs

to improperly drive down plaintiffs stock price so that others could profit from short positions Plaintiffs allege

that defendants actions damaged their reputations and harmed theirbusiness re1ationshjps.Piajitiffs allege

number of categories of damages they sustained including lost insurance Füsiness lost finanŁiiis and increased

financing costs increasedâuflitfees and directors and officers insuranc premiumsand lost acquisitions and

have requested monetary damages On September 12 2012 the trial court dismissed the case with prejudice

Plaintiffs have filed an appeal This matter is subject to the indemnification agreement with Raymond 1iir es

While the final outcome of litigation and claims exposures is inherently unpredictable management is

currently of the opinion that the outcome of pending and threatened litigation will not have material effect on

Regions business consolidated financial position results of operations or cash flows as whole However in

the event of unexpected future developments it is reasonably possiblethat an adverse outcome in any of the

matters disCuSsed above could be material to Regions business conso1idatedfiancial position reSults of

operations or cash flows for any particular reporting period of occurrence

GUARANTEES

INDEMNIFICATION OBLIGATION

As discussed in Note on April 2012 Closing Date Regions closed the sale of Morgan Keegan and

related affiliates to Raymond James In connection with the sale Regions agreed to indemnify Raymond James

forall legal matters related to pre-closing activities including matters filed subsequent to the Closing Date that

relate to actions that occurred pnor to closing Losses under the indemnification include legal and other
expenses

such as costs for judgments settlements and awards associated with the defense and resolution of the

indemnified matters The maximum potential amouilt of future payments that Regions could be required to make

under the indemnification is indeterminable due to the indefinite term of some of the obligations However

Regions expects the majority of ongoing legal matters to be resolved within approximately three years

As of the C1osing Date the fair value of the indemnification obligation which costs and

unasserted claims was approximately $385 million of which approximately $256 million was recognized as

reduction to the gain on sale of Morgan Keegan The fair value was determined through the use of present value

calculation that takes into account the future cash flows that market participant would expect to receive from

holding the indemnification liability as an asset Regions performed probability weighted cash flow analysis

and discounted the result at credit adjusted risk free rate The fair value of the indemnification liability includes

amounts that Regions had previously determined meet the definitionof probable andreasonab1y estimable

Adjustments to the indemnification obligation are recorded within professional and legal expenses within

discontinued operations see Note As of December 31 2012 the carrying value of the indemnification

obligation was approximately $345million
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VISA INDEMNIFICATION

As member of the Visa USA network Regions along with other members indemrnfied Visa USA against

litigation On October 2007 Visa USA was restructured and acquired several Visa affiliates In conjunction

with this restructunng Regions indenmification of Visa USA was modified to cover specific litigation

covered litigation Regions liability recognized under this indemmfication was approximately $22 million at

both December 31 2012 and 2011

On March 25 2008 Visa executed an initial publiº offering IPO of common stock and in cOnnection

with the IPO Regions ownership interest in Visa was converted into Class commOn stock of approkimately

3.8 million shares In the first quarter of 2008 Visa redeemed approximately 1.5 million shares bfthe Class

common stock from Regions for proceeds of approximately $63 million all of which was recorded as other

income in the consolidated statements of operations In the second quarter of 2009 Regions sold the remaining

Class common stock to third party
The sale resulted in pre tax gain of $80 million

portion of Via proceeds from the IPO was escrowed to fund the covered litigation To the extent that

the amount available under the escrow arrangement is insufficient to fully resOlve the covered litigation Visa

will enforce the indemnification obligations of Visa USA members for any excess amount

NOTE 24 PARENT COMPANY ONLY FINANCIAL STATEMENTS

Presented below are condensed financial statements of Regions Financial Corporation

Balance Sheets

December31

2012 2011

In millions

Assets

Interest-bearing deposits in other banks 857 2497
Loans to subsidiaries

Securities available for sale 29 31

Trading assets 20

Premises and equipment net 23 25

Investments in subsidiaries

Banks 16955 16436

Non-banks 246 1188

17201 17624

Other assets 484 405

Total assets $18 595 $20 603

Liabilities andStockholders Equity

Short-term borrowings 70

Long term borrowings 567 887

Other liabilities 459 217

Totalliabilities .. 3096 4104

Stockholders equity

Preferred stock 482 3419
Common stock 15 13

Additional paid in capital 19 652 18855

Retained earnings deficit 3338 4322
Treasury stock at cost 1377 1397
AccumulatedOther comprehensive income loss net 65 69

Total stockholders equity
15 499 16499

Total liabilities and stockholders equity $18 595 $20 603
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Statements of Operations

Year Ended December31

2012 2011 2010

In millions

Income

Divideuds received from subsidiaries 950

Service fees from subsidiaries 141 129. 128

Interest from subsidiaries 10 24

Othet
_____

1097 134 159

Expenses

Salaries and employee benefits 154 133 117

Interest 165 173 183

Net occupancy expense
10

Furniture and equipment expense

Professional analegal fees 17 20 21

Other 85 64 50

434 404388
Income loss before income taxes and equity in undistnbuted earmngs loss of

subsidiaries 663 270 229
Income tax benefit 122 121 93

Income from continuing operations
785 149 136

Discontinued operations

Income loss from discontinued operations before income taxes 114
Income tax expense benefit 38

Income loss from discontinued operations net of tax 76

Income Ooss before equity in undistributed earnings loss of subsidiaries and

preferred dividends
.-

.709- 155 136
Equity in undistributed earnings loss of subsidiaries -.

Banks 387 317 252
Non-banks 24 377 151

411 60 403

Net income loss 1120 215 539
Preferred stock dividends and accretion 129 214 224

Net income loss available to common shareholders 991 $429 $763
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Statements of Cash Flows

Year Ended December31

2012 2011 2010

In millions

Operating activities

Net income loss 1120 215 539
Adjustments to reconcile net cash .provided by operating activities

Equity in undistributed earnings loss of subsidiaries 411 60. 403

Depreciation amortization and accretion net

Loss on sale of premises and equipment 16

Loss on early extinguishment of debt 11

Gain on disposition of business 19
Decrease increase in trading assets 20

Increase decrease in other assets 90
Decrease increase in other liabilities 242

Other 13.8
______ _____

26 40

71 115
21

76 193Net cash from operating activities 1016

Investing activities

Investment in subsidiaries 110 95
Principal payments on loans to subsidiaries 35 55

Net sales of premises and equipment 21

Proceeds from sales and maturities of securities available for sale 15 34 13

Purchases of securities available for sale 14 28
Proceeds from disposition of business net of cash transferred 855

Net cash from investing activities 858 48 29
Financing activities

Net increase .in..short-term borrowings 70 ----

Proceeds from long-term borrowings 743

Payments on.i6ng-term borrowings 1298 1001 501
Net proceeds from issuance of Series preferred stock 486

Net proceeds from issuance of common stock 875

Repurchase of Series preferred stock issued to the Treasury 500

Repurchase of warrant 45
Cash dividends oncomrnon stock 54 51 49
Cash dividends on Senes preferred stock issued to the Treasury 44 175 184
Cash dividends Series Apreferred stock

Net cash from financing activities 514 227

Decrease increase in cash and cash equivalents 1640 1351 213
Cash and cash equivalents at beginning of year 2497 3848 4061

Cash and cash equivalents at end of
year 857 2497 $3848

214



Item Changes in and Disagreements with Accountantr on Accounting and Financial Disclosure

Not Applicable

Item9A..ControlsandProcedures

Based on an evaluation as of the end of the penod covered by this Form 10 ufider the supervision
and

with the participation
of Regions management including its Chief Executive Officer and Chief Financial

Officer the Chief Executive Officer and the Chief Financi1 Officer have concluded that Regions disclosure

controls and procedures as defined in Rule 13a- 15e under the Securities Exchange Act of 1934 are effective

During the fourth fiscal quarter of the year endçd December 3.12012 there have been no changes in Regions

internal control over financial reporting that have materially affct4 or are reasonably likely to materially

affect Regions control over financial reporting

The Report of Management on Internal Control Over Financial Reporting is included in Item of this

Annual Report on Form 10

Item 9B Other information

Not Applicable
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PARTIIL

Item 10 Directors Executive Officers and Corporate Governance

Information about the Directors and Director nominees of Regions included in Regions PrOxy Statement

for the Ainual Meeting of Stockholders to be held on May 2013 the Proxy Statement under the captipn

ELECTION OF DIRECTORS and the information incorporated by referencepursuant to Item l3 below are

incorporated herein by reference Information on Regions executive officers is included below

Information regarding Regions Audit Committee included under the captions ELECTION OF
DIRECTORSThe Board of DirectorsAudit Committee ad Audit Committee Financial Exirts Of the

Proxy Statement is incorporated herein by reference

Information regarding late filings under Section 16a of the Secunties Exchange Act of 1934 included in

the Proxy Statement under the caption VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF
Section 16a Beneficial Ownership Reporting Compliance is incorporated herein byreference

Information regarding Regions Code of Ethics for Senior Financial Officers included in the Proxy

Statement under the caption ELECTION OF DIRECTORSCode of Ethics for Senior Financial Officers is

incorporated herein by reference

Executive officers of the registrant as of December 31 2012 are as follows

Position and Executive

Offices Held with Officer

Executive Officer Age Registrant and Subsidiaries Since

Grayson Hall Jr 55 President and Chief Executive Officer and 1993

Director registrant and Regions Bank

Previously President and Chief Operating

Officer registrant and Regions Bank Vice

Chairman and Head of General Banking

Group registrant and Regions Bank Senior

Executive Vice President and Head of

General Banking Group registrant and

Regions Bank

David Edmonds 59 Chief Administrative Officer and Senior 1994

Executive Vice President registrant and

Regions Bank Previously Head of Human

Resources Group registrant and Regions

Bank

Foumier Boots Gale III 68 Senior Executive Vice President General 2011

Counsel and Corporate Secretary registrant

and Regions Bank Previously founding

partner of Maynard Cooper Gale PC in

Birmingham Alabama

Matthew Lusco 55 Senior Executive Vice President and Chief 2011

Risk Officer registrant and Regions Bank

Previously managing partner of KMPG
LLPs offices in Birmingham Alabama and

Memphis Tennessee
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Position and Executive

Offices Held with Officer

Executive Officer Age Registrant and Subsidianes Srnce

John Owen 51 Senior Executive Vice President and Head of 2009

Business Lines registrant and Regions Bank

Previously Senior Executive Vice President

and Head of Consumer Services Group and

Senior Executive Vice President and Head of

Operations and Technology Group registrant

and Regions Bank Chief Executive Officer

for Assurant Specialty Property Director and

Chairman Regions Insurance Group Inc

David Turner Jr 49 Senior Executive Vice President and Chief 2010

Financial Officer registrant and Regions

Bank Previously Executive Vice President

and Director of Internal Audit Division for

registrant

John Asbury 47 Senior Executive Vice President Business 2010

Services Group Regions Bank Previously

served in senior management roles at Bank of

America including most recently as the Pacific

Northwest region executive and senior vice

president of Business Banking Director

Regions Equipment Finance Corporation

Manager RFC Financial Services Holding

LLC and Regions Securities LLC

Brett Couch 49 Senior Executive Vice President and East 2010

Region President Regions Bank Previously

served as Florida Region President and in

senior management roles including as

Mississippi state president and as area

executive for West Florida Director Regions

Investment Services Inc

Barbara Godin 59 Senior Executive Vice President Chief Credit 2010

Officer and Head of Credit Operations

registrant and Regions Bank Previously

served in senior management roles in credit

and risk management

Keith Herron .. 48 Senior Executive Vice President Head of 2010

Strategic Planning and Execution registrant

and Regions Bank Previously Midsouth

Region President and Senior Executive Vice

President Regions Bank Also previously

served as Head of Credit Review and in

senior management roles including as the

area executive for North Alabama for East

Tennessee and for Middle Tennessee

Director Regions Investment Services Inc
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Position and Executive

Offices Held with Officer

Executive Officer Age Registrant and Subsidianes Sjnce

Ellen Jones 54 Senior Executive Vice President Chief 2Q10

Financial Officer for Business Operations and

Support registrant and Regions Bank

Previously held senior level finance

leadership positions at Bank of America

Director Regions Insurance Group Inc

Manager RFC Financial Services Holding

LLC and Regions Securities LLC
David Keenan 44 Senior Executive Vice President Director of 2010

Human Resources registrant and Regions

Bank Previously served in senior

management roles in the Human Resources

Group
Scott Peters 51 Senior Executive Vice President Consumer 2010

Services Group registrant and Regions Bank

Previously served as Chief Marketing

Officer

William Ritter 42 Senior Executive Vice President Wealth 2010

Management Group registrant and Regions

Bank Previously served in senior

management roles including as the Central

Region President and as North Central

Alabama area executive Director Regions

Insurance Group Inc

Cynthia Rogers 56 Senior Executive Vice President Operations 2010

and Technology Group registrant and

Regions Bank Previously served in senior

management roles including as the head of

Bank Operations Director Regions

Insurance Group Inc

Ronald Smith 52 Senior Executive Vice President Mid- 201Q

America Region President Regions Bank

Previously served as the Southwest Region

President and in senior management roles

including as the area president for

Mississippi/North Louisiana Director

Regions Insurance Group Inc

John Turner Jr Senior Executive Vice President and South 2011

Region President Regions Bank Previously

served as Central Region President Prior to

joining Regions served as President of

Whitney National Bank and Whitney Holding

Corporation

The years indicated are those in which the individual was first deemed to be an executive officer of registrant

including its predecessor companies
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Item 11 Executive Compensation

All information presented under the captions COMPENSATION DISCUSSION AND ANALYSIS 2012

COMPENSATION COMPENSATION COMMITTEE REPORT ELECTION OF DIRECTOgS

Compensation Committee Interlocks and Insider Participation and Relationship of Compensation Policies

and Practices to Risk Management ofthePrOy Statement are indorporatedherein by reference

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

Matters

All informati npresented under the caption VOTING SECURITIES AND PRINCIPAL HOLDERS

THEREOF of th Proxy Statethentis incorporated hereinby reference

Equity Compensation Plan Information

The following table gives information abOutthd common stock that maybe issued upoti the exercise Of

options warrants and rights under all of Regions existing equity compensation plans as of Deceinber 31 2012

NumberofSecurities

Remaining Available for

Weighted Average Future Issuance Under Equity

Exercise Price of Compensation Plans

Outstanding Options Excluding Securities

Warrants and Rights 1eflected in First Column

Number of Securities to

be Issued Upon
Exercise of

Outstanding Options

Plan Category Warrants and Rights
_________________ ______________________

Equity Compensation Plans Approved

byStockhO1ders .. 13039100 $1504 65986869b

Equity Compensation Plans Not

Approved by Stockholders
_________ _________
25 219 104c $2726

Total 38 258 204 $23 09 65 986 869

Does Cot incktde outstanding restricted stock awards

Consists of shares available for future issuance under the Regions FinancialYCorporation 2010 Long Term

Incentive Plan In 2010 all.piqr long-term incentive. plaiS erclosed to new grants

Consists of outstanding stpck optious issued under certain plans assumed by Regions ip connection with

business combinations including 25 216 504 options issued under plans assumed in connection with the

Regions-AmSouth merger which were issued under plans previously approved by AmSouth stockholders

but not pre-merger Regions stockholders In each instance the number fshares stibject to option and the

exercise price of outstanding options havebeenadjusted to reflect the applicable exchange ratio See Note

16 Share Based Payments to the consolidated financial statements includeiin Regions Annual Report on

Form 10-K for the year ended December 31 2012 Does not include 133506 shares issuable pursuant to

outstanding rights under AinSouth deferred compensation plans assumed by Regions

Item 13 Certain Relationships and Re4ited Transactions and Direçtor Independence

All information presented under the captions ELECTION OF DIRECTORSOthei Transactions

Review Approval or Ratification of Transactions with Related Persons and Director Independence of the

Proxy Statement are incorporated herein by reference

Item 14 PrindpÆlAccounting Fees azuiServicà

All information presented under the caption RATIFICATION OF SELECTION OF INDEPENDENT

REGISTERED PUBLIC ACCOUNTING FIRM of the Proxy Statement is incorporated herein by reference
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PART IV

Item 15 Exhibits Financial Statement Schedules

Consolidated Financial Statements The following repQrts of independentregistered public accounting

firm and consolidated financial statements of Regions and its subsidiaries are included in Item of this

Form 10-K

Reports of Independent Registered Public Accounting Firnr 117

Consolidated Balance SheetsDecember 31 2012 and 2011 119

Consolidated Statements of OperationsYears ended December 312012 2011 and 2010 120

Consolidated Statements of Comprehensive Income LossYearsended December 31 2012
2011 and2010 121

Consolidated Statements of Changes in Stockholders EquityYears ended December 31

2012 2011 and 2010 and 122

Consolidated Statements of Cash FlowsYears ended December 31 2012 2011 and 2010 124

Notes to Consolidated Financial Statements 125

Consolidated Financial Statement Schedules The following consolidated financial statement schedules

are included in Item of this Form 10-K

None The Schedules to consolidated financial statements are not required under the related instructions or

are inapplicable

Exhibits The exhibits indicated below are either included or incorporated by reference as indicated.

SEC Assigned

Exhibit Number Description of Exhibits

2.1 Stock Purchase Agreement between Regions Financial Corporation and Raymond James

Financial Inc dated January 11 2012 incorporated by reference to Exhibit2 ito Form 8-K

Current Report filed by registrant on January 12 2012

Amended and Restated Certificate of Incorporation incorporated by reference to Exhibit to

Form 10 Quarterly Report filed by registrant on August 2012

3.2 Certificate of Designations incorporated by reference to Exhibit 3.3 to Form 8-A filed by

registrant on November 2012

3.3 Bylaws as restated incorporated by reference to Exhibit 3.2 to Form 8-K Cærrent Report filed

by registrant on May 14 2010

Instruments defining the nghts of secunty holders including indentures The registrant hereby

agrees to furnish to the Commission upon request copies of instruments defining the rights of

holders of long-term debt of the registrant and its consolidated subsidiaries no issuance of

debt exceeds 10 percent of the assets of the registrant atidits subsidiaries on consolidated

basis

4.2 Deposit Agreement dated as of November 2012 by and among Regions Fitiancial

Corporation Computershare Trust Company N.A as depositary Computershare Inc and the

holders from time to time of the depositary receipts described therein incorporated by

reference to Exhibit 4.1 to Form 8-A filed by registrant on November 2012

4.3 Form of depositary receipt representing the Depositary Shares incorporated by reference to

Exhibit to Form filed by registrant on November 2012

4.4 Form of Stock Certificate representing the Preferred Stock incorporated by reference to

Exhibit 4.3 to Form 8-A filed by registrant on November 2012
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SEC Assigned

Exhibit Number Descnption of Exhibits

10.P Regions Financial Corporation 010 Long Term Incentive Plans incorporated by reference to

Appertdix to Regions Financial CorpoTations Proxy Statement dated April 2010 for the

Regions Annual Meeting of Shareholders held May 13 2010

10.2 Amendment effective August 31 2010 to Regions Financial Corporation 2010 Long Term

Incentive Plan incorporated by reference to Exhibit 10 to Form 10 Quarterly Report filed

byregistrantoiiNovember320i0

10.3 Form of director restricted stock award agreement and grant notice under Regions Financial

Corporation 2010 Long Tern Incentive Plafl incorporatedby reference to Exhibit 10.2 to

Form 10QQuarterly Report filed byregistrant on August 2010

10.4 Forrnof director restricted stock award agreement and grant notice under Regions Financial

Corporation 2010 Long Term Incentive Plan incorporated by reference to exhibit 10.9 to

Form 10-Q Quarterly Report filed by registrant on August 2011

10.5 Form of employee restricted stock award agreement and grant notice under Regions Financial

Corporation 2010 Long Term Incentive Plan incorporated by reference to Exhibit 10 to

Form 10-Q Quarterly Report filed by registrant on August 2010

10.6 Form of stock option grant agreement under Regions Financial Corporation20l0 Long Term

Incentive Plan incorporated by reference to Exhibit 10.5 to Form 10-K Annual Report filed

by registrant on February 24 2011

10.7 Form of2009-2010 Annual Salary Stock Unit Award Agreement incorporated by reference to

Exhibit 10.1 to Form 8-K Current Report filed by registrant on December 11 2009

10.8 Form of 2011 Annual Salry Stock Unit Award Agreement incorporated by reference to

Exhibit 10.1 to Form 8-K Current Report filed by registrant on February 25 2011

10.9 Form of TARP Restricted Stock Award Agreement incorporated by reference to Exhibit 10.2

to Form 8-K Current Report filed by registrant on February 25 201

10 10 Form of 2012 Annual Salary Stock Unit Award Agreement incorporated by reference to

Exhibit 10.10 to Form 10-K Annual Report filed by registrant On Febnary 24 2012

10 Form of Notice and Form of Restricted Stock Unit Award Agreement incorporated by

reference to Exhibit 10 to Form 8-K Current Report filed by registrant on May 25 2012

10.12 Form of Notice and Form of Performance Stock Unit Award Agreement incorporated by

reference to Exhibit 10 to Form Current Report filed by registrant on May 25 2012

10.13 Form of Notice ndFormof Performance Unit Award Agreement incorporated by reference

to Exhibit 10.4 to Form 8-KCurrent Report filed.byregistrant on May 25 2012

10.14 Amendment to Certain Equity-based Awards Granted to JohnC Carson Jr. under the Regions

Financial Corporation 2010 Long Term Incentive Plan and the Regions Financial Corporation

2006 Long Term Incentive Plan incorporated by reference to Exhibit 10 to Form 8-K

Current Report filed by registrant onAprii 2012

10.15 AmSotith Bancorporation 2006 Long Term Incentive Compensation Plan incorporated by

reference to Appendix to AmSouth Bancorporations Proxy Statement dated March 10

2006 for the AmSouth Annual Meeting of Shareholders heldApril 20 2006 File No 1-7476

10.16 Form of stock option grant agreement under AmSouth Bancorporation 2006 Long Term

Incentive Compensation Plan incorporated by reference to Exhibit 99.3 to Form 8-K Current

Report filed by registrant on April 302007
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____________
Description of Exhibits

Form of restricted stock grant agreement Under AmSouth Bancorpàration 2006 Long Term

Incentive Compensation Plan incorporated by refgrence to Exhibit9.4 to Form 8-K Current

Report filed by registrant on April 30 2007

10 18 Form of performance unit agreex ent Under AmSouth Bancorporation 2006 Long Term

Incentive Compenation Plan and Regions Financial Corporation 2006 Long Term Incentive

Plan incorporated by reference to Exhibit 99.5 to Form 8-K Current Report filed by registrant

on April 30 2007

10.18 Form of performance-based stock option grant agreement and award notice under AmSouth

Bancorporation 2006 Long Term Incentive Compensation Plan incorporated by reference to

Exhibit 10.4 to Form 10-Q Quarterly Report filed by registrant on May 11 2009

10.20 Form of Retention RSU Award Noticeincorporated by reference to Exhibit 99.1 to Form 8-K

Current Report filed by registrant on October 2007

10.21 Form of Retention RSU Award Agreement incorporated by reference to Exhibit 99.2 to

Form Current Report filed by registrant on October 2007

10.22 Regions Financial Corporation 2006 Long Term Incentive Plan incorporated by reference to

Exhibit 99 to Form 8-K Current Report filed by registrant on May23 2006 File

No.000-50831

10.23 Amendment to Regions Financial Corporation 2006 Long Term Incentive Plan incorporated

by reference to Exhibit 10.5 toForm 10-Q Quarterly Reportfiled by registrant on

May 2008

10.24 Form of stock option grant agreement under Regions FInancial Corporation 2006 Long Term

Incentive Plan incorporated by reference to Exhibit99 to Form 8-KCurrent Report filed by

registrant on April 30 20Q7

10.25 Form of restricted stock grant agreement under Regions Financiai Corporation 2006 Long

Term Incentive Plan incorporated by reference to Exhibit 99.2 to Form 8-K Current Report

filed by registrant on April 30 2007

10.26 Form of performance-based stock option grant agreement and award notice under Regions

Financial Corporation 2006 Long Term Incentive Plan incorporated by reference to

Exhibit 10.3 to Form 10-Q Quarterly Report filed by registrant on May 11 2009

10 27 Form of performance-based restricted stock agreement and award notice under AmSouth

Bancorporation 2006 Long Term Incentive Compensation Plan and Regions Financial

Corporation 2006 Long Term Incentive Plan incorporated by reference to Exhibit 10.5 to

Form 10.Q Quarterly Report filed byregistrant on May Ii

1028 Form of performance-based restricted stock agreement and award notice applicable to the non-

employee members of the Boardof Directors under the Regions Financial Corporation 2006

Long Term Incentive Plan incorporated by referenceto Exhibit 1C to Form 8-K Current

Report filed by registrant on April 222009

10.29 Form of director stock option grant agreement under Regions Financial Corporation 2006

Long Term Incentive Plan incorporated by reference to Exhibit 10.45 to Form 10-K Annual

Report filed by registrant on February 26 2008

10.30 Form of 2009 LII cash award agreement under the Regions Financial Corporation 2006 Long

Term Incentive Plan incorporated by reference to Exhibit 10.19 to Form 10-K Annual Report

filed by registrant on February 242011

SEC Assigned

Exhibit Number

10.17
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SEC Assigned

Exhibit Number Descnption of Exhibits

10.31 Form of TARP restrictedstock award agreement under the Regions Financial Corporation

2006 Long Term Incente Plan with John Carson incooratedby reference to

Exhibit 10.20 to Form 10-K Annual Report fildd by registrnt on February 24 2011

10.32 AmSouth Bancorporation 1996 Long Term Incentive Compensation Plan as amended

.incoorated by refereiireto Exhibit W.2 tbForm 10-Q Quarterly Report filed by AmSouth

Bancorporation on November 2004 File No 1-7476

10.33 Amendment Number ito the AmSOuth Bancorporatioæ 1996 LongTerm Incentive

Compensation Plan incorporated by reference to Exhibit 10.1 to Form 1O-Q Quarterly Report

filedby ArnSouthBÆnØorpbrationonMay 92006 File .1-7476.

10.34 Fonnof restricted stock grant agreement under AmSouth Bancorporation 1996 LongTerm

Incentive Compensation Plan inØorporatedby reference to Exhibit 10.1 to Form 8-K Current

Report filed by AmSouth Bancorporation on April 2006 File No 1-7476

1035 Form ofstOck optiOn grant agreementunder ArnSouth Bancorporation 1996 Long Term

Inentie Cothpensation Pla incorporated.by reference as Exhibit .10.21oForm 8-K Current

Report filed by AmSouth Bancorporation on February ii2005 File No.1-7476

10.36 AiiSouth Bancorporation Amended and Restated Stock Option Plan for OUtside Directors

mcorporated by reference to Appendix toAmSouth Bancorporations Proxy Statement dated

Mach 10 2004 for.the Annual Meetingof Shareholders heldAprili5 2004 File

No 1-7476

10.37 Form of stockoption grant agreement underAniSouth Bancorporation Amended and Restated

Stock Option Plan.fO Outside Directors corporatedbyrefernceto Exhibit 10.1 to Form 8-K

Current Report filed by AmSouth Bancorporation on April26 2005 File No 1-7476

1038 Amended andRestated Regions Financial Corporation Directors DeferredStock Investment

Plan incOorated by referenceto Exhibit 1027 to Form 10K Annual RepOrt filed by

registiantonFebruary252009

10.39 Amended and Restated Regions Financial COporÆtionDeferred Compenation Plan for

ormer Directors of AmSouth BancOrporation formerly naied Deferred Compensation Plan

fOr Directors of AmSbuth.Bancorporation incorporated by referencetoExhibit 10.30 to

Form10-K AnnuaiReportfiled by registrant on February252009

i040 PirstAmericanCorporation Directors DeferredConipensation Plan incorporated by

tefUencetoExhibit i0ato Fofin iO-Q QuàrteflyReport filedby AmSouthBancorporation on

April 30 2002 File No 1-7476

11141 Amendment NUmber to First American Corporation Directors Deferred Compensation

.PIanincorporated by reference to Exhibit iO.3to Form i0-Q Quarterly Report filed by

registrant on November 2007

10M2 .AmendmentNurnber to First American COrporation Directors Deferred Compensation

Plan

10.43 Form of deferred compensation agreement implementing deferred compensation arrangements

with cerain directors .who were formerly.directors ofUnion Planters Qorporation

incorporated by refeence to Exhibit 10.19 to Form 10-K Annual Report filed by registrant on

March 14 2005 File No 000-5083

10.44 AmSouth Bancorporation Deferred Compensation Plan incorporated by reference to
Exhibit 10.13 to Form 10KAnnuªl Reportfiied.by AmSouthBancorporation on March 15

2005 File No 1-7476
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SEC Assigned

Exhibit Number Descnption of Exhibits

10.45 AmendmentNumber ito AmSouth Bancorporation Deferred Compensation Plan effective

November 2006 incorporated by reference to Exhibit 10.59 to Form 10-K Annual Report

filedbyregistrant onMarch 12007

10.46 Amendment Number to AmSouth Bancorporation Deferred Compensation Plan

incorporated by reference to Exhibit 10.36 to Form 10-K Annual Report filed by registrant on

February 25 2009

10.47 Form of Change-in-Control Agreement for executive officers Grayson Hall Jr David

B.Edmonds and John Owen incorporated by reference to Exhibit 10.3 Of Form 8-K

Current Report filed by registrant on October 2007 FileNo 100-50831

10.48 Form of Change-in-Control Agreementfor executiveofficer FournierJ Gale III incorporated

by reference to Exhibit 10.10 of Form 10-Q Quarterly Report filed by registrant on August

2011

10.49 Form of Change-in-Control Agreement for executive officers Matthew Lusco and John

Turner Jr incorporatedby reference to Exhibit 10.11 ofForm 10-Q Quarterly Report

filed by registrant on August 2011

10.50 Form of Change-in-Control Agreement with executive officersHrettD Couch Barbara

Godin Keith Herron DavidR KØenan Scott Peters Cynthia Rogers Ronald

Smith and DavidJ Turner Jr incorporated byreferenceto Exhibit 10.48 to Form 10-K

Annual Report filed by registrant on February 24 2011

10.51 ForrnOfChange-in-Control Agreement with executive officers John C.Asbüry Ellen Jones

and William Ritter incorporated by reference to Exhibit 10.49 to Form 10-K Annual

Report filed by registrant on February 24 2011

10.52 Form of Amendment toChange-in-Control Agreement withexecutiveofficers Grayson

Hall Jr David EdmOnds David J.Turner Jr John Owen Brett D.Couch Barbara

Godin Keith Herron David Keenan ScottM Peters Cynthia MRogers Ronald

Smith John Asbury Ellen Jones and William Ritter

10.53 Amended and Restated Regions Financial Corporation Supplemental401k Plan formerly

named AmSouth.Bancorporation Supplemental Thrift Plan incorporated by reference to

Exhibit 10.58 to Form 10K Annual Report filed by registrant on February 25 2009

10.54 Amendment Number One to the Regions Financial Corporation Supplmnental 401k Plan

incorporated by reference to Exhibit 10.4 toForm ThK Current Report filed by registrant on

February 27 2009

10.55 Amendment Number Two tothe RegionsFinancia1 Corporation Supplemental 401k Plan

incorporated by reference to Exhibit 10.2 to Form 8-K Current Report filed by registrant on

December 18 2009

10.5 Amendment Number Three tothe Regions Financial CorporatiOn Supplemental 401kPlan

incorporated by reference to Exhibit 10.59 to Form 10-K Annual Report filed by registrant on

February 24 2011

10.57 Amendment Number Four to the Regions Financial Corporatioti Supplemental 40 1k Plan

incorporated by reference to Exhibit 10.60 to .Form 10K Annual Report filed by registrant on

February 24 2011

10.58 Amendment Number Fie to the Regions Financial Corporation Supplemental 401k Plan

incorporated by reference to Exhibit 10.54 to the Form lO-KAnnimi Report filed by registrant

onFebruary 24 2012

224



SEC Assigned

Exhibit Number Description of Exhibits

10.5 Regions Financial Corporation Post 2006 Supplemental Executive Retirement Plan Amended

and Restated of January 2010 incorporated by reference to Exhibit 10.64 to Form 10-K

Atitiüal Report filed by registrant on February 24 2011

10.60 Amendment Number One to the Regions Financial Corporation Post 2006 Supplemental

Executive Retirement Plan Amended and Restated Effective as of January 2010

incorporated by reference to Exhibit 10.65 to Form 10-K Annual Report filed by registrant on

February242Q11

10.61 Fotm of Indertinificàtion Agreement for Directors ofAmSouth BancorpOration incorporated

by reference to Exhibit 10.2 to Form 8-K Current Report filed by AmSouth Bancorporation on

Apnl 20 2006 File No 7476

10.62 Form of Aircraft Time Sharing Agreement incorporated by reference to Exhibit 10.1 to

Form 10-Q Quarterly Report fiier1hy registrant on lTovember 2009

10.63 Amendment to Aircraft Time Sharing Agreement by and between Regions Financial

Corporation and O.B Grayson Hall Jr

10.64 Regions Financial Corporation Use of Corporate Aircraft Policy

10.65 Regions Financial Corporation Amended and Restated Management Incentive Plan

incorporated by reference to Exhibit 10.1 to Form 8-K Current report filed by registrant on

May 25 2012

10.66 Form of Morgan Keegan Company Inc Restricted Cash Agreement for executive officer

John Carson incorporated by reference to Exhibit 10.70 to Form 10-K Annual Report filed

by registrant on February 24 2011

10.67 Morgan Keegan Company Amended and Restated Deferred Compensation Plan dated

January 2011 incorporated by reference to Exhibit 10.71 to Form 10-K Annual Report filed

by registrant on February 24 2011

10.68 Letter Agreement dated November 14 2008 including the Securities Purchase Agreement

Standard Terms incorporated by reference therein between registrant and the U.S Treasury

incorporated by reference to Exhibit 10.1 to Form 8-K Current Report filed by registrant

November 18 2008

10.69 Form of letter agreement and Waiver executed in favor of U.S Treasury and signed by each of

Grayson Hall Jr David Edmonds John Owen and David Turner Jr

incorporated by reference to Exhibit 10.47 to Form 10-K Annual Report filed by registrant on

February 25 2009

12 Computation of Ratio of Earnings to Fixed Charges

21 List of subsidiaries of registrant

23 Consent of independent registered public accounting firm

24 Powers of Attorney

31.1 Certifications of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act

of 2002

31.2 Certifications of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of

2002

32 Certifications pursuant to 18 U.S.C Section 1350 as adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002
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Exhibit Number Description of Exhibits

99.1 Certifications of Principal Executive Officer pursuant to 31 C.F.R 30 15

99 Certifications of Pnncipal Financial Officer pursuant to 31 30 15

101 Interactive Data File

Compensatory plan or agreement

Copies of exhibits not included herein may be obtained free of charge electronically thiough

websiteat www.regions.com or through the SECs website at www.sec.gov or upon request to

Investor Relations

Regions Financial Corporation

1900 Fifth Avenue NOrth

flinghain AlabathÆ 35203

205326-507

Regions
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d.of the Securities Exchange Act of 1934 the registrant

has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized

REGIONS FINANCIAL CORPORATION

By Is GRAYSON HALL JR

Grayson Hall Jr

President and chief Executive Officer

___________________________________________
President Chief Executive Officer February 21 2013

and Director principal executive

officer

_________________________________________
Senior Executive Vice President February 21 2013

and Chief Financial Officer

principal financial officer

____________________________________
Executive Vice President and February 21 2013

Controller Eincipàlaccoüæting

officer

February 21 2013

Date February 21 2013

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by

the following persons on behalf of the registrant and in the capacities and on the dates indicated

Signature Title Date

Is GRAYSON HALL JR

Grayson Hall Jr

Is DAVID TURNER JR

David Turner Jr

Is HARDIE KIMBROUGH JR

Hardie Kimbrough Jr

February 21 2013

Samuel Bartholomew Jr

George Bryan

Carolyn Byrd

David Cooper Sr

Earnest Deavenport Jr

Don DeFosset

Eric Fast

Director

Director

Director February 21 2013

Director February 21 2013

Chairman of the Board Director February 21 2013

Director February 21 2013

Director February 21 2013
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Signature Title Date

______________
Director February 21 2013

Johnfl.Johns

Director February 21 2013

James Malone

Director February 21 2013

Ruth Ann Marshall

Director February 21 2013

Susan Matlock

Director February 21 2013

John Maupin Jr

Director February 21 2013

Charles McCrary

Director February 21 2013

John Roberts

Director February 21 2013

Lee Styslinger III

Fournier Gale III by signing
his name hereto does sign this document on behalf of each of the persons

indicated above pursuant to powers of attorney executed by such persons and filed with the Securities and

Exchange Commission

By Is FOURNIER GALE III

Fournier Gale Ill

Attorney in Fact
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EXHIBIT 12

Regions Financial Corporation

Computation of Ratio of Earnings to Fixed Charges

from continuing operations

Unaudited

December 31

2012 2011 2010 2009 2008

Dollars in millions

Excluding Interest on Deposits

Income loss from continuing operations before income

taxes $1661 .$ 161 $844 $1268 $6032

Fixed charges excluding preferred stock dividends and

accretion 373 425 550 766 1007

Income loss for computation excluding interest on deposits .. 2034 586 294 502 5025

Interest expense excluding interest on deposits 319 370 493 707 953

One third of rent expense
54 55 57 59 54

Preferred stock dividends and accretion ... 129 214 224 230 26

Fixed charges including preferred stock dividends 502 639 774 996 1033

Ratio of earmngs to fixed charges excluding interest on

deposits
OSx 92x 38x 50x 86x

Including Interest on Deposits

Income loss from continuing operations before income

taxes $1 661 161 844 $1 268 $6 032

Fixed charges excluding preferred stock dividends and

accretion 657 897 1305 2043 2731

Income loss for computation including interest on deposits .. 2318 1058 461 775 3301

Interest expense including interest on deposits 603 842 248 984 677

One-third of rent expense
54 55 57 59 54

Preferred stock dividends and accretion 129 214 224 230 26

Fixed charges including preferred stockdividends 786 1111 1529 2273 2757

Ratio of earnings to fixed charges including interest on

deposits 95x 95x 30x 34x 20x



EXHIBIT 31.1

CERTIFICATIONS

Grayson Hall Jr certify that

have reviewed this annual report on Form 10-K of Regions Financial Corporation

Based on my knowledge this report does not contain any untrue statement of material fact or omit to

state material fact necØssàry to make the statements made in light of the circumstances under which such

statements were made not misleading with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report

fairly present in all material respects the financial conditionresults of operations and cash flows of the registrant

as of and for the periods presented in this report

The registrants other certifying officers and are responsible for establishing and maintaining

disclosure controls and procedures as defined in Exchange Act Rules 13a 15e and 15d 15e and internal

control over financial reporting as defined in Exchange Act Rules 13a 15f and 15d-15fT for the registrant and

have

Designed such disclosure controls and procedurçs or caused such disclosure controls and procedures to

be designed under our supervision to ensure that material information relating to the registrant including its

consolidated subsidiaries is made known to us by others within those entities particularly during the period

inwhichthisreportisbeingprepared

Designed such internal control over financial reporting or caused such internal control over financial

reporting to be designed under our supervision to provide reasonable assurance regarding the reliability of

financial reporting and the preparation of financial statements for external purposes in accordance with

generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this

report our conclusions about the effectiveness of the disclosure controls and procedures as of the end of the

period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of

an annual report that has materially affected or is reasonably likely to materially affect the registrant

internal control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the registrants

board of directors or persons performing the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrants ability to record process

summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have

significant role in the registrants internal control over financial reporting

Date February 21 2013

Is GRAYSON HALL JR

Grayson Hall Jr
President and

Chief Executive Officer



EXHIBIT 31.2

CERTIFICATIONS

David Turner Jr certify that

have reviewed this annual report on Form 10-K of Regions Financial Corporation

Basedonmy lcnowledgº.this report oesiiot contain anyunttue statement of materialfact or omit to

state material fact necessary to make th statementsrnade in light of the circumstances under which such

statements werd made not misleading with respect to the penod covered by this report

Based onmy knowledge the financial statements and other finaicial information includedin this report

fairly present in all matenal respects the financial condition results of operations and cash flows of the registrant

as of and for the periods presented in this report

The registrants other certifying officers and are responsible thr establishing and maintaining

disclosure controls and procedures as defined in Exchange Act Rules 3a- 15e and 15d-15e nd internal

control over financial reporting as 4efined in Exchange Act Rules 13a 151 and 15d 151 or the registrant and

have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to

be designed under our supervision to ensure that material infonnation relating to the registrant including its

consolidated subsidiaries is made known to us by others within those entities particularly during the period

in which thireport is being prepared

Designed such internal control over financial reporting or caused such internal control over financial

reportin to be designed under our supervisipn to provide reasonable assurance regarding the reliability of

financial reporting and the preparation offinancial statements for external purposes in accordance with

generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this

report our conclusions about the effectiveness of the disclosure controls and procedures as of the end of the

period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of

an annual report that has materially affected or is reasonably likely to materially affect the registrants

internal control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the registrants

board of directors or persons performing the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrants ability to record process

summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have

significant role in the registrants internal control over financial reporting

Date February 21 2013

Is DAVID TURNER JR

David Turner Jr
Senior Executive Vice President and

Chief Financial Officer



EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C SECTION 1350

AS ADOPTED PURSUANT TO
SECTION.906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Regions Financial Corporation the Company on Form 10-K for

the year ending December 31 2012 the Report Grayson Hall Jr. Chief Executive Officer of the

Company and David Turner Jr Chief Financial Officer of the Company certify pursuant to 18 U.S.C

1350 as adopted pursuant to 906 of the Sarbanes-Oxley Act of 2002 that to our knowledge

The Report fully complies with the requirements of Section 13a or 15d of the SecuritiesExchange

Actof 1934 and

The information contained in the Report fairly presents in all material respects the financial condition

and results of operations of the Company

Is GRAYSON HALL JR

0.8 Grayson Hall Jr
President and Chief Executive Officer

_____________________________________ Is DAVID TURNER JR

David Turner Jr
Senior Executive Vice President and

Chief Financial Officer

DATE February 212013

signed original of this written statement required by Section 906 or other document authenticating

acknowledging or otherwise adopting the signatures that appear in typed form within the electronic version of

this wntten statement required by Section 906 has been provided to Regions Financial
corporation

and will be

retained by Regions Financial Corporation and furnished to the Secunties and Exchange Commission or its staff

upon request



EXHIBIT 99.1

ANNUAL CERTIFICATION PURSUANT.To 31 C.F.R 3O.l5

Grayson Hall Jr President and Chief Executive Officer of Regions Financial Corporation certify
based on my knowledge that

The compensation committee of Regions Financial Corporation has discussed reviewed and evaluated
with senior risk officers at least every six months

duriig aiiypartof the inost
recently càmpleted fiscal

year that was TARP period the senior executive officer SEO compensation plans and the employee
compensation plans and the risks thuse plans poseto Regions Financial Corporation

ii The compensation committee of Regions Financial Corporation has identified and limited during any part
of the most -recently completed fiscal year that was TARP

period anyfatures of the EO compensation
plans that could lead SEds to take unnecessary and excessive risks that could thieaten the value of Regions
Financial Corporation has identified any features of the employee compensation plans that pose risks to

Regions Financial Corporation and hns limitedthse features Oensure thatRegions Financial Corporation
is not unnecessarily exposed to.risks

iii The compensation committee has reviewed at leas every si months during any part of the most recently
completed fiscal year that was TARP period the terms of each employee compensation plan and
identified any features of the plan that

couldencottrage the nianipulation of reported earnings of Regions
Financial Corporation to enhance the compensation Ofn employeeand has limited any such features

iv The compensation committee of Regions Financial Corporation will certify to the re.riews of the SEO
compensatiOn plans and employee compensationplan required underi and iiiabove

The compensation committee of Rgions Financial Corporation will provide narrative descnption of how
it limited

during any part of the most recently completed fiscal year that was TARP period the features in

SEO compensation plans that could lead SEOs to take
unnecessary and excessive risks that could

threaten the value of Regions Financa1 Corporation

Employee compensation plans that
unnecessarily expose Regions Financial Corporation to risks and

Employee compensation plans that could encourage the manipulation of reported earnings
Regions Financial Corporation to enhance the compensation of an employee

vi Regions Financial Corpdration hasrequired that bonus payments to the SEOs or any of the next twentymost highly oompensated employees as defined in the regulations and guidance established under section
Ill of EESA bonus Jayments be subject to

recovery or clawback provision during any part of the
most recently completed fiscal year that was TARP period if the bonus payments were based on
materially inaccurate financial statements or any other

materially inaccurate performance metric criteria

vii Regions Financial Corporation has prohibited any golden parachute payment as defined in the regulations
and guidance established under section 111 of EESA to an SEO or any of the next five most highly
compensated employees during any part of the most recently completed fiscal year that was TARP
period

viii Regions Financial Corporation has limited bonus payments to its applicable employees in accordance with
section 111 of EESA and the regulations and guidance established thereunder

during any part of the most
recently completed fiscal year that was TARP period

ix Regions Financial Corporation and its employees have complied with the excessive or luxury expenditures
policy as defined in the regulations and guidance established under section 111 of EESA during any part
of the most recently completed fiscal year that was TARP period and any expenses that pursuant to this

policy required approval of the board of directors committee of the board of directors an SEO or an
executive officer with similar level of

responsibility were properly approved



Regions Financial Corporation
will permit nonbinding shareholder resolution in compliance with any

applicable Federal securities rules and regulations on the disclosures provided under the Federal securities

laws related to SEO compensation paid or accrued during any part of the most recently completed fiscal

year that was TARP period

xi Regions Financial Corporation
will disclose the amount nature and justification for the offering during

any part
of the most recently completed fiscal year

that was TARP period of any perquisites as defined

in the regulations and guidance established under section 111 of EESA whose total value exceeds $25 000

for any employee who is subject to the bonus payment limitations identified in paragraph viii

xii Regions Financial Corporation will disclose whether Regions Financial Corporation the board of directors

of Regions Financial Corporation or the compensation committee of Regions Financial Corporation has

engaged dunng any part of the most recently completed fiscal year that was TARP penod

compensation consultant and the services the compensation consultant or any affiliate of the compensation

consultant provided dunng this period

xiii Regions FinancIal Corpgration has prohibited thepayment of any gross-ups as defined in the regulations

and guidance established under section 111 of EBSA to the SEOs and the next twenty most highly

compensated employees during any part
of the most recently completed fiscal year

that was TARP

period

xiv Regions Financial Corporation
has substantially complied with all other requirements

related to employee

compensation that are provided in the agreement between Regions Pinancial Corporation and Treasury

including any amendments

xv Regions Financial Corporation repaid its TARP obligation on April 2012 and is therefore not required

to submit to Treasury complete and accurate list of the SEOs and the twenty next most highly

compensated employees for the current fiscal year with the non-SEOs ranked in descending order of level

of annual compensation and with the name title and eniployer Of each SEO and most highly compensated

employee identified and

xvi understand that knowing and willful false or fraudulent statement made in connection with this

certification may be punished by fine imprisonment orboth See for example 18 U.S.C 1001

Date February
21 2013

is GYSON HALE JR

Grayson Hall Jr
President and

Chief Executive Officer



.EXHIBIT 99.2

ANNUAL CERTIFICATION EURSUANT3O 31CF.R 3O.l5

David Turner Jr Senior Executive Vice President and Chief Financial Officer of Regions inancial

Corporation certify based on my knowledge that

The compensation committee of Regions inancial Corporatton has discussed reviewed and evaluated

with senior nsk officers at least every six months dunng any part of the most recently completed fiscal

year that was TARP period the seniot exeutivŁ officer EO compensition plans and the employee

compensation plans and the æsks these plans pose to RegionsFinancial Corporation

ii The compensation committee of Regions 1jnancial Corporation has identified and limited dunng any part

of the most recently completed fiscal year that was TARP penod any features of the SEO compensation

plans that could lead SEOs to take unnecessary artd excessive nsks that could threaten the value of Regions

Financial Corporation has identified any features of the empl6yee compensation plans that oe rks to

Regions Financial Corporation.and has limited those features to ensure that Regions Finaciai Corporation

is not unnecessarily exposedto risks

iii The compensation committee has reviewed at least vŁiy six mOnths during any ait of the mOst recently

completed fiscal year that was TARP period the terms of each employee compensation plan
nd

identified any features of the plan that could eiicourage the manipulation of reported earnings of Regions

Financial Corporation to enhance the compensation of an employee and has limited any such features

iv The compensation conmiittee of Regions Financial Corporation will certify to the rŁiews of theSEO

compensation plans and employee compensation plans required underi and iiiabove

The compensation committee of Regions Financial Corporation will provide narrative descnption of how

it limited dunng any part of the most recently completed fiscal
year

that was TARP penod the features in

SEO compensation plans that could lead SEOs to take unnecessary
and excessive risks that could

threaten the value of Regions Financial Corporation

Employee compensation plans that unnecessarily expose Regions Financial Corporation to risks and

Employee compensation plans that could encourage the manipulation of reported earnings .o

Regions Financial Corporation to enhance the compensation of an employee

vi Regions Financial Corporation has required that bonus payments to the SEOs or any of the next twenty

most highly compensated employees as defined in the regulations and guidance established under section

111 of EESA bonus payments be subject to recovery or clawback provision during any part of the

most recently completed fiscal year
that was TARP period if the bonus payments were based on

materially inaccurate financial statements or any other materially inaccurate performance metric criteria

vii Regions Financial Corporation has prohibited any golden parachute payment as defined in the regulations

and guidance established under section 111 of EESA to an SEO or any of the next five most highly

compensated employees during any part of the most recently completed fiscal
year

that was TARP

period

viii Regions Financial Corporation has limited bonus payments to its applicable employees in accordance with

section 111 of EESA and the regulations and guidance established thereunder during any part of the most

recently completed fiscal year
that was TARP period

ix Regions Financial Corporation and its employees have complied with the excessive or luxury expenditures

policy as defined in the regulations and guidance established under section 111 of EESA during any part

of the most recently completed fiscal
year

that was TARP period and any expenses that pursuant to this

policy required approval of the board of directors committee of the board of directors an SEO or an

executive officer with similar level of responsibility were properly approved



legionsFinancial Corporation will permit non-binding shareholder resolution in compliance with any

applicable Federal securities rules and regulations on the disclosures provided under the Federal securities

laws related to SEO compensation paid or accrued durh a1iy part of the most recently completed fiscal

year that was TARP period

xi Regions Financial Corporation will disclose the amount nature and justification for the offering during

any part of the most recently completed fiscalyer that was TARP period of any perquisites as defined

in the regulations and guidance established under section 111 of EESA whose total value exceeds $25 000

for any employee who is subject to the bonus payment limitations identified in paragraph viii

xii Regions Financial Corporation will disclose whether Regions Financial Corporation the board of directors

of Regions Financial Corporation or the compensation committee of Regions Financial Corporation has

engaged dunng any part of the most recently completed fiscal year that was TARP penod

compensation consultant and the services the coippensation consultant or any affiliate of the compensation

consultant provided dunng this penod

xiii Regions Financial Corporation has prohibited the payment of any grossupss defined in the regulations

and guidance established under section 111 of EESA to the SEOs andthenext twenty most highly

compensated employees during any part of the most recently completed fiscal
year that was TARP

penod

xiv Regions Financial Corporation has substantially compliedwith all other requirementsrelaxdto employee

compensation thatare provided jfl tie agreement between Regions Financial Corporation andTreasury

including any amendments

xv Regions Financial Corporation repaid its TARP obligation onApril 20l2 and is therefore not required

to submit to Treasury complete and accurate list of the SEOs and the twenty next most highly

compensated employees for the current fiscal year with the non SEOs ranked in descending order of level

of annual compensation and with the name title and employer of each SEO and most highly compensated

employeeidentified

xvi understand that knowing and willful false or fraudulent statement made in connectiOn with this

certification may be punished by fine imprisonment or both See forexample 18 U.S.C 1001

Date Februaiy2l 2013

Is DAVID TURNER JR

David JTurnerjr
Senior Executive Vice President and

Chief Financial Officer






